
H.B.ANo.A1156

AN ACT

relating to adoption of the Business Organizations Code.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTIONA1.AAADOPTION OF CODE. The Business Organizations

Code is adopted to read as follows:

BUSINESS ORGANIZATIONS CODE

TITLE 1. GENERAL PROVISIONS

CHAPTER 1. DEFINITIONS AND OTHER GENERAL PROVISIONS

SUBCHAPTER A. DEFINITIONS AND PURPOSE

Sec.A1.001.AAPURPOSE

Sec.A1.002.AADEFINITIONS

Sec.A1.003.AADISINTERESTED PERSON

Sec.A1.004.AAINDEPENDENT PERSON

Sec.A1.005.AACONSPICUOUS INFORMATION

Sec.A1.006.AASYNONYMOUS TERMS

Sec.A1.007.AASIGNING OF DOCUMENT OR OTHER WRITING

Sec.A1.008.AASHORT TITLES

Sec.A1.009.AADOLLARS AS MONETARY UNITS

[Sections 1.010-1.050 reserved for expansion]

SUBCHAPTER B. CODE CONSTRUCTION

Sec.A1.051.AACONSTRUCTION OF CODE

Sec.A1.052.AAREFERENCE IN LAW TO STATUTE REVISED BY

AAAAAAAAAAAAAAACODE

Sec.A1.053.AAAPPLICABILITY TO FOREIGN AND INTERSTATE
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AAAAAAAAAAAAAAAAFFAIRS

Sec.A1.054.AARESERVATION OF POWER

[Sections 1.055-1.100 reserved for expansion]

SUBCHAPTER C. DETERMINATION OF APPLICABLE LAW

Sec.A1.101.AADOMESTIC FILING ENTITIES

Sec.A1.102.AAFOREIGN FILING ENTITIES

Sec.A1.103.AAENTITIES NOT FORMED BY FILING INSTRUMENT

Sec.A1.104.AALAW APPLICABLE TO LIABILITY

Sec.A1.105.AAINTERNAL AFFAIRS

Sec.A1.106.AAORDER OF PRECEDENCE

CHAPTER 2. PURPOSES AND POWERS OF DOMESTIC ENTITY

SUBCHAPTER A. PURPOSES OF DOMESTIC ENTITY

Sec.A2.001.AAGENERAL SCOPE OF PERMISSIBLE PURPOSES

Sec.A2.002.AAPURPOSES OF NONPROFIT ENTITY

Sec.A2.003.AAGENERAL PROHIBITED PURPOSES

Sec.A2.004.AALIMITATION ON PURPOSES OF PROFESSIONAL

AAAAAAAAAAAAAAAENTITY

Sec.A2.005.AALIMITATION IN GOVERNING DOCUMENTS

Sec.A2.006.AAPERMISSIBLE PURPOSE OF FOR-PROFIT CORPORATION

AAAAAAAAAAAAAAARELATED TO RAILROADS

Sec.A2.007.AAADDITIONAL PROHIBITED ACTIVITIES OF FOR-PROFIT

AAAAAAAAAAAAAAACORPORATION

Sec.A2.008.AANONPROFIT CORPORATIONS

Sec.A2.009.AAPERMISSIBLE PURPOSE OF NONPROFIT

AAAAAAAAAAAAAAACORPORATION RELATED TO ORGANIZED

AAAAAAAAAAAAAAALABOR

Sec.A2.010.AAPROHIBITED ACTIVITIES OF NONPROFIT
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AAAAAAAAAAAAAAACORPORATION

Sec.A2.011.AAPURPOSES OF COOPERATIVE ASSOCIATION

Sec.A2.012.AALIMITATION ON PURPOSES OF REAL ESTATE

AAAAAAAAAAAAAAAINVESTMENT TRUST

[Sections 2.013-2.100 reserved for expansion]

SUBCHAPTER B. POWERS OF DOMESTIC ENTITY

Sec.A2.101.AAGENERAL POWERS

Sec.A2.102.AAADDITIONAL POWERS OF NONPROFIT ENTITY OR

AAAAAAAAAAAAAAAINSTITUTION

Sec.A2.103.AAPOWER TO INCUR INDEBTEDNESS

Sec.A2.104.AAPOWER TO MAKE GUARANTIES

Sec.A2.105.AAADDITIONAL POWERS OF CERTAIN PIPELINE

AAAAAAAAAAAAAAABUSINESSES

Sec.A2.106.AAPOWER OF NONPROFIT CORPORATION TO SERVE AS

AAAAAAAAAAAAAAATRUSTEE

Sec.A2.107.AASTANDARD TAX PROVISIONS FOR CERTAIN

AAAAAAAAAAAAAAACHARITABLE NONPROFIT CORPORATIONS;

AAAAAAAAAAAAAAAPOWER TO EXCLUDE

Sec.A2.108.AAPOWERS OF PROFESSIONAL ASSOCIATION

Sec.A2.109.AAPOWERS OF PROFESSIONAL CORPORATION

Sec.A2.110.AAPOWERS OF COOPERATIVE ASSOCIATION

Sec.A2.111.AALIMITATION ON POWERS OF COOPERATIVE

AAAAAAAAAAAAAAAASSOCIATION

Sec.A2.112.AASTATED POWERS IN SUBCHAPTER SUFFICIENT

Sec.A2.113.AALIMITATION ON POWERS

Sec.A2.114.AACERTIFICATED INDEBTEDNESS; MANNER OF

AAAAAAAAAAAAAAAISSUANCE; SIGNATURE AND SEAL
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CHAPTER 3. FORMATION AND GOVERNANCE

SUBCHAPTER A. FORMATION, EXISTENCE, AND

CERTIFICATE OF FORMATION

Sec.A3.001.AAFORMATION AND EXISTENCE OF FILING

AAAAAAAAAAAAAAAENTITIES

Sec.A3.002.AAFORMATION AND EXISTENCE OF NONFILING

AAAAAAAAAAAAAAAENTITIES

Sec.A3.003.AADURATION

Sec.A3.004.AAORGANIZERS

Sec.A3.005.AACERTIFICATE OF FORMATION

Sec.A3.006.AAFILINGS IN CASE OF MERGER OR CONVERSION

Sec.A3.007.AASUPPLEMENTAL PROVISIONS REQUIRED IN

AAAAAAAAAAAAAAACERTIFICATE OF FORMATION OF FOR-PROFIT

AAAAAAAAAAAAAAACORPORATION

Sec.A3.008.AASUPPLEMENTAL PROVISIONS REQUIRED IN

AAAAAAAAAAAAAAACERTIFICATE OF FORMATION OF CLOSE

AAAAAAAAAAAAAAACORPORATION

Sec.A3.009.AASUPPLEMENTAL PROVISIONS REQUIRED IN

AAAAAAAAAAAAAAACERTIFICATE OF FORMATION OF NONPROFIT

AAAAAAAAAAAAAAACORPORATION

Sec.A3.010.AASUPPLEMENTAL PROVISIONS REQUIRED IN

AAAAAAAAAAAAAAACERTIFICATE OF FORMATION OF LIMITED

AAAAAAAAAAAAAAALIABILITY COMPANY

Sec.A3.011.AASUPPLEMENTAL PROVISIONS REGARDING

AAAAAAAAAAAAAAACERTIFICATE OF FORMATION OF LIMITED

AAAAAAAAAAAAAAAPARTNERSHIP

Sec.A3.012.AASUPPLEMENTAL PROVISIONS REQUIRED IN
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AAAAAAAAAAAAAAACERTIFICATE OF FORMATION OF REAL ESTATE

AAAAAAAAAAAAAAAINVESTMENT TRUST

Sec.A3.013.AASUPPLEMENTAL PROVISIONS REQUIRED IN

AAAAAAAAAAAAAAACERTIFICATE OF FORMATION OF COOPERATIVE

AAAAAAAAAAAAAAAASSOCIATION

Sec.A3.014.AASUPPLEMENTAL PROVISIONS REQUIRED IN

AAAAAAAAAAAAAAACERTIFICATE OF FORMATION OF PROFESSIONAL

AAAAAAAAAAAAAAAENTITY

Sec.A3.015.AASUPPLEMENTAL PROVISIONS REQUIRED IN

AAAAAAAAAAAAAAACERTIFICATE OF FORMATION OF PROFESSIONAL

AAAAAAAAAAAAAAAASSOCIATION

[Sections 3.016-3.050 reserved for expansion]

SUBCHAPTER B. AMENDMENTS AND RESTATEMENTS OF

CERTIFICATE OF FORMATION

Sec.A3.051.AARIGHT TO AMEND CERTIFICATE OF FORMATION

Sec.A3.052.AAPROCEDURES TO AMEND CERTIFICATE OF

AAAAAAAAAAAAAAAFORMATION

Sec.A3.053.AACERTIFICATE OF AMENDMENT

Sec.A3.054.AASUPPLEMENTAL PROVISIONS FOR CERTIFICATE

AAAAAAAAAAAAAAAOF AMENDMENT OF FOR-PROFIT CORPORATION

Sec.A3.055.AASUPPLEMENTAL PROVISIONS FOR CERTIFICATE

AAAAAAAAAAAAAAAOF AMENDMENT OF REAL ESTATE INVESTMENT

AAAAAAAAAAAAAAATRUST

Sec.A3.056.AAEFFECT OF FILING OF CERTIFICATE OF

AAAAAAAAAAAAAAAAMENDMENT

Sec.A3.057.AARIGHT TO RESTATE CERTIFICATE OF FORMATION

Sec.A3.058.AAPROCEDURES TO RESTATE CERTIFICATE OF

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

5



AAAAAAAAAAAAAAAFORMATION

Sec.A3.059.AARESTATED CERTIFICATE OF FORMATION

Sec.A3.060.AASUPPLEMENTAL PROVISIONS FOR RESTATED

AAAAAAAAAAAAAAACERTIFICATE OF FORMATION FOR FOR-PROFIT

AAAAAAAAAAAAAAACORPORATION

Sec.A3.061.AASUPPLEMENTAL PROVISIONS FOR RESTATED

AAAAAAAAAAAAAAACERTIFICATE OF FORMATION FOR NONPROFIT

AAAAAAAAAAAAAAACORPORATION

Sec.A3.062.AASUPPLEMENTAL PROVISIONS FOR RESTATED

AAAAAAAAAAAAAAACERTIFICATE OF FORMATION FOR REAL ESTATE

AAAAAAAAAAAAAAAINVESTMENT TRUST

Sec.A3.063.AAEFFECT OF FILING OF RESTATED CERTIFICATE

AAAAAAAAAAAAAAAOF FORMATION

[Sections 3.064-3.100 reserved for expansion]

SUBCHAPTER C. GOVERNING PERSONS AND OFFICERS

Sec.A3.101.AAGOVERNING AUTHORITY

Sec.A3.102.AARIGHTS OF GOVERNING PERSONS IN CERTAIN

AAAAAAAAAAAAAAACASES

Sec.A3.103.AAOFFICERS

Sec.A3.104.AAREMOVAL OF OFFICERS

Sec.A3.105.AARIGHTS OF OFFICERS IN CERTAIN CASES

[Sections 3.106-3.150 reserved for expansion]

SUBCHAPTER D. RECORDKEEPING OF FILING ENTITIES

Sec.A3.151.AABOOKS AND RECORDS FOR ALL FILING

AAAAAAAAAAAAAAAENTITIES

Sec.A3.152.AAGOVERNING PERSON’S RIGHT OF INSPECTION

Sec.A3.153.AARIGHT OF EXAMINATION BY OWNER OR MEMBER
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[Sections 3.154-3.200 reserved for expansion]

SUBCHAPTER E. CERTIFICATES REPRESENTING OWNERSHIP INTEREST

Sec.A3.201.AACERTIFICATED OR UNCERTIFICATED OWNERSHIP

AAAAAAAAAAAAAAAINTEREST; APPLICABILITY

Sec.A3.202.AAFORM AND VALIDITY OF CERTIFICATES;

AAAAAAAAAAAAAAAENFORCEMENT OF ENTITY’S RIGHTS

Sec.A3.203.AASIGNATURE REQUIREMENT

Sec.A3.204.AADELIVERY REQUIREMENT

Sec.A3.205.AANOTICE FOR UNCERTIFICATED OWNERSHIP

AAAAAAAAAAAAAAAINTEREST

CHAPTER 4. FILINGS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A4.001.AASIGNATURE AND DELIVERY

Sec.A4.002.AAACTION BY SECRETARY OF STATE

Sec.A4.003.AAFILING OR ISSUANCE OF REPRODUCTION

AAAAAAAAAAAAAAAOR FACSIMILE

Sec.A4.004.AATIME FOR FILING

Sec.A4.005.AACERTIFICATES AND CERTIFIED COPIES

Sec.A4.006.AAFORMS ADOPTED BY SECRETARY OF STATE

Sec.A4.007.AALIABILITY FOR FALSE FILING

AAAAAAAAAAAAAAAINSTRUMENTS

Sec.A4.008.AAOFFENSE; PENALTY

Sec.A4.009.AAFILINGS BY REAL ESTATE INVESTMENT TRUST

[Sections 4.010-4.050 reserved for expansion]

SUBCHAPTER B. WHEN FILINGS TAKE EFFECT

Sec.A4.051.AAGENERAL RULE

Sec.A4.052.AADELAYED EFFECTIVENESS OF CERTAIN
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AAAAAAAAAAAAAAAFILINGS

Sec.A4.053.AACONDITIONS FOR DELAYED EFFECTIVENESS

Sec.A4.054.AADELAYED EFFECTIVENESS ON FUTURE

AAAAAAAAAAAAAAAEVENT OR FACT

Sec.A4.055.AASTATEMENT OF EVENT OR FACT

Sec.A4.056.AAFAILURE TO FILE STATEMENT

Sec.A4.057.AAABANDONMENT BEFORE EFFECTIVENESS

Sec.A4.058.AADELAYED EFFECTIVENESS NOT PERMITTED

Sec.A4.059.AAACKNOWLEDGMENT OF FILING WITH

AAAAAAAAAAAAAAADELAYED EFFECTIVENESS

[Sections 4.060-4.100 reserved for expansion]

SUBCHAPTER C. CORRECTION AND AMENDMENT

Sec.A4.101.AACORRECTION OF FILINGS

Sec.A4.102.AALIMITATION ON CORRECTION OF FILINGS

Sec.A4.103.AACERTIFICATE OF CORRECTION

Sec.A4.104.AAFILING CERTIFICATE OF CORRECTION

Sec.A4.105.AAEFFECT OF CERTIFICATE OF CORRECTION

Sec.A4.106.AAAMENDMENT OF FILINGS

[Sections 4.107-4.150 reserved for expansion]

SUBCHAPTER D. FILING FEES

Sec.A4.151.AAFILING FEES: ALL ENTITIES

Sec.A4.152.AAFILING FEES: FOR-PROFIT CORPORATIONS

Sec.A4.153.AAFILING FEES: NONPROFIT CORPORATIONS

Sec.A4.154.AAFILING FEES: LIMITED LIABILITY COMPANIES

Sec.A4.155.AAFILING FEES: LIMITED PARTNERSHIPS

Sec.A4.156.AAFILING FEES: PROFESSIONAL ASSOCIATIONS

Sec.A4.157.AAFILING FEES: PROFESSIONAL CORPORATIONS

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

8



Sec.A4.158.AAFILING FEES: GENERAL PARTNERSHIPS

Sec.A4.159.AAFILING FEES: NONPROFIT ASSOCIATIONS

Sec.A4.160.AAFILING FEES: FOREIGN FILING ENTITIES

CHAPTER 5. NAMES OF ENTITIES; REGISTERED AGENTS AND

REGISTERED OFFICES

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A5.001.AAEFFECT ON RIGHTS UNDER OTHER LAW

[Sections 5.002-5.050 reserved for expansion]

SUBCHAPTER B. GENERAL PROVISIONS RELATING TO NAMES

OF ENTITIES

Sec.A5.051.AAASSUMED NAME

Sec.A5.052.AAUNAUTHORIZED PURPOSE IN NAME PROHIBITED

Sec.A5.053.AAIDENTICAL AND DECEPTIVELY SIMILAR NAMES

AAAAAAAAAAAAAAAPROHIBITED

Sec.A5.054.AANAME OF CORPORATION, FOREIGN CORPORATION,

AAAAAAAAAAAAAAAOR PROFESSIONAL CORPORATION

Sec.A5.055.AANAME OF LIMITED PARTNERSHIP OR FOREIGN

AAAAAAAAAAAAAAALIMITED PARTNERSHIP

Sec.A5.056.AANAME OF LIMITED LIABILITY COMPANY OR

AAAAAAAAAAAAAAAFOREIGN LIMITED LIABILITY COMPANY

Sec.A5.057.AANAME OF COOPERATIVE ASSOCIATION

Sec.A5.058.AANAME OF PROFESSIONAL ASSOCIATION

Sec.A5.059.AANAME OF PROFESSIONAL LIMITED LIABILITY

AAAAAAAAAAAAAAACOMPANY

Sec.A5.060.AANAME OF PROFESSIONAL ENTITY; CONFLICTS WITH

AAAAAAAAAAAAAAAOTHER LAW OR ETHICAL RULE

Sec.A5.061.AANAME CONTAINING "LOTTO" OR "LOTTERY"
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AAAAAAAAAAAAAAAPROHIBITED

Sec.A5.062.AAVETERANS ORGANIZATIONS; UNAUTHORIZED USE

AAAAAAAAAAAAAAAOF NAME

Sec.A5.063.AANAME OF LIMITED LIABILITY PARTNERSHIP

[Sections 5.064-5.100 reserved for expansion]

SUBCHAPTER C. RESERVATION OF NAMES

Sec.A5.101.AAAPPLICATION FOR RESERVATION OF NAME

Sec.A5.102.AARESERVATION OF CERTAIN NAMES PROHIBITED;

AAAAAAAAAAAAAAAEXCEPTIONS

Sec.A5.103.AAACTION ON APPLICATION

Sec.A5.104.AADURATION OF RESERVATION OF NAME

Sec.A5.105.AARENEWAL OF RESERVATION

Sec.A5.106.AATRANSFER OF RESERVATION OF NAME

[Sections 5.107-5.150 reserved for expansion]

SUBCHAPTER D. REGISTRATION OF NAMES

Sec.A5.151.AAAPPLICATION BY CERTAIN ENTITIES FOR

AAAAAAAAAAAAAAAREGISTRATION OF NAME

Sec.A5.152.AAAPPLICATION FOR REGISTRATION OF NAME

Sec.A5.153.AACERTAIN REGISTRATIONS PROHIBITED;

AAAAAAAAAAAAAAAEXCEPTIONS

Sec.A5.154.AADURATION OF REGISTRATION OF NAME

Sec.A5.155.AARENEWAL OF REGISTRATION

[Sections 5.156-5.200 reserved for expansion]

SUBCHAPTER E. REGISTERED AGENTS AND REGISTERED OFFICES

Sec.A5.201.AADESIGNATION AND MAINTENANCE OF REGISTERED

AAAAAAAAAAAAAAAAGENT AND REGISTERED OFFICE

Sec.A5.202.AACHANGE BY ENTITY TO REGISTERED OFFICE
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AAAAAAAAAAAAAAAOR REGISTERED AGENT

Sec.A5.203.AACHANGE BY REGISTERED AGENT TO NAME OR

AAAAAAAAAAAAAAAADDRESS OF REGISTERED OFFICE

Sec.A5.204.AARESIGNATION OF REGISTERED AGENT

[Sections 5.205-5.250 reserved for expansion]

SUBCHAPTER F. SERVICE OF PROCESS

Sec.A5.251.AAFAILURE TO DESIGNATE REGISTERED AGENT

Sec.A5.252.AASERVICE ON SECRETARY OF STATE

Sec.A5.253.AAACTION BY SECRETARY OF STATE

Sec.A5.254.AAREQUIRED RECORDS OF SECRETARY OF STATE

Sec.A5.255.AAAGENT FOR SERVICE OF PROCESS, NOTICE,

AAAAAAAAAAAAAAAOR DEMAND AS MATTER OF LAW

Sec.A5.256.AAOTHER MEANS OF SERVICE NOT PRECLUDED

Sec.A5.257.AASERVICE OF PROCESS BY POLITICAL

AAAAAAAAAAAAAAASUBDIVISION

CHAPTER 6. MEETINGS AND VOTING

SUBCHAPTER A. MEETINGS

Sec.A6.001.AALOCATION OF MEETINGS

Sec.A6.002.AAALTERNATIVE FORMS OF MEETINGS

Sec.A6.003.AAPARTICIPATION CONSTITUTES PRESENCE

[Sections 6.004-6.050 reserved for expansion]

SUBCHAPTER B. NOTICE OF MEETINGS

Sec.A6.051.AAGENERAL NOTICE REQUIREMENTS

Sec.A6.052.AAWAIVER OF NOTICE

Sec.A6.053.AAEXCEPTION

[Sections 6.054-6.100 reserved for expansion]

SUBCHAPTER C. RECORD DATES
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Sec.A6.101.AARECORD DATE FOR PURPOSE OTHER THAN

AAAAAAAAAAAAAAAWRITTEN CONSENT TO ACTION

Sec.A6.102.AARECORD DATE FOR WRITTEN CONSENT TO ACTION

Sec.A6.103.AARECORD DATE FOR SUSPENDED DISTRIBUTIONS

[Sections 6.104-6.150 reserved for expansion]

SUBCHAPTER D. VOTING OF OWNERSHIP INTERESTS

Sec.A6.151.AAMANNER OF VOTING OF INTERESTS

Sec.A6.152.AAVOTING OF INTERESTS OWNED BY ENTITY

Sec.A6.153.AAVOTING OF INTERESTS OWNED BY ANOTHER

AAAAAAAAAAAAAAAENTITY

Sec.A6.154.AAVOTING OF INTERESTS IN AN ESTATE OR TRUST

Sec.A6.155.AAVOTING OF INTERESTS BY RECEIVER

Sec.A6.156.AAVOTING OF PLEDGED INTERESTS

[Sections 6.157-6.200 reserved for expansion]

SUBCHAPTER E. ACTION BY WRITTEN CONSENT

Sec.A6.201.AAUNANIMOUS WRITTEN CONSENT TO ACTION

Sec.A6.202.AAACTION BY LESS THAN UNANIMOUS WRITTEN

AAAAAAAAAAAAAAACONSENT

Sec.A6.203.AADELIVERY OF LESS THAN UNANIMOUS

AAAAAAAAAAAAAAAWRITTEN CONSENT

Sec.A6.204.AAADVANCE NOTICE NOT REQUIRED

[Sections 6.205-6.250 reserved for expansion]

SUBCHAPTER F. VOTING TRUSTS AND VOTING AGREEMENTS

Sec.A6.251.AAVOTING TRUSTS

Sec.A6.252.AAVOTING AGREEMENTS

[Sections 6.253-6.300 reserved for expansion]

SUBCHAPTER G. APPLICABILITY OF CHAPTER TO PARTNERSHIPS
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Sec.A6.301.AAAPPLICABILITY OF CHAPTER TO PARTNERSHIPS

Sec.A6.302.AAAPPLICABILITY OF SUBCHAPTERS C AND D TO

AAAAAAAAAAAAAAALIMITED LIABILITY COMPANIES

CHAPTER 7. LIABILITY

Sec.A7.001.AALIMITATION OF LIABILITY OF GOVERNING

AAAAAAAAAAAAAAAPERSON

CHAPTER 8. INDEMNIFICATION AND INSURANCE

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A8.001.AADEFINITIONS

Sec.A8.002.AAAPPLICATION OF CHAPTER

Sec.A8.003.AALIMITATIONS IN GOVERNING DOCUMENTS

Sec.A8.004.AALIMITATIONS IN CHAPTER

[Sections 8.005-8.050 reserved for expansion]

SUBCHAPTER B. MANDATORY AND COURT-ORDERED INDEMNIFICATION

Sec.A8.051.AAMANDATORY INDEMNIFICATION

Sec.A8.052.AACOURT-ORDERED INDEMNIFICATION

[Sections 8.053-8.100 reserved for expansion]

SUBCHAPTER C. PERMISSIVE INDEMNIFICATION AND ADVANCEMENT

OF EXPENSES

Sec.A8.101.AAPERMISSIVE INDEMNIFICATION

Sec.A8.102.AAGENERAL SCOPE OF PERMISSIVE INDEMNIFICATION

Sec.A8.103.AAMANNER FOR DETERMINING PERMISSIVE

AAAAAAAAAAAAAAAINDEMNIFICATION

Sec.A8.104.AAADVANCEMENT OF EXPENSES

Sec.A8.105.AAINDEMNIFICATION OF AND ADVANCEMENT OF

AAAAAAAAAAAAAAAEXPENSES TO PERSONS OTHER THAN GOVERNING

AAAAAAAAAAAAAAAPERSONS
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Sec.A8.106.AAPERMISSIVE INDEMNIFICATION OF AND REIMBURSEMENT

AAAAAAAAAAAAAAAOF EXPENSES TO WITNESSES

[Sections 8.107-8.150 reserved for expansion]

SUBCHAPTER D. LIABILITY INSURANCE; REPORTING REQUIREMENTS

Sec.A8.151.AAINSURANCE AND OTHER ARRANGEMENTS

Sec.A8.152.AAREPORTS OF INDEMNIFICATION AND ADVANCES

CHAPTER 9. FOREIGN ENTITIES

SUBCHAPTER A. REGISTRATION

Sec.A9.001.AAFOREIGN ENTITIES REQUIRED TO REGISTER

Sec.A9.002.AAFOREIGN ENTITIES NOT REQUIRED TO REGISTER

Sec.A9.003.AAPERMISSIVE REGISTRATION

Sec.A9.004.AAREGISTRATION PROCEDURE

Sec.A9.005.AASUPPLEMENTAL INFORMATION REQUIRED IN

AAAAAAAAAAAAAAAAPPLICATION FOR REGISTRATION OF FOREIGN

AAAAAAAAAAAAAAAFOR-PROFIT CORPORATION

Sec.A9.006.AASUPPLEMENTAL INFORMATION REQUIRED IN

AAAAAAAAAAAAAAAAPPLICATION FOR REGISTRATION OF FOREIGN

AAAAAAAAAAAAAAANONPROFIT CORPORATION

Sec.A9.007.AASUPPLEMENTAL INFORMATION REQUIRED IN

AAAAAAAAAAAAAAAAPPLICATION FOR REGISTRATION OF FOREIGN

AAAAAAAAAAAAAAALIMITED LIABILITY PARTNERSHIP

Sec.A9.008.AAEFFECT OF REGISTRATION

Sec.A9.009.AAAMENDMENTS TO REGISTRATION

Sec.A9.010.AANAME CHANGE OF FOREIGN ENTITY

Sec.A9.011.AAVOLUNTARY WITHDRAWAL OF REGISTRATION

[Sections 9.012-9.050 reserved for expansion]

SUBCHAPTER B. FAILURE TO REGISTER
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Sec.A9.051.AATRANSACTING BUSINESS OR MAINTAINING COURT

AAAAAAAAAAAAAAAPROCEEDING WITHOUT REGISTRATION

Sec.A9.052.AACIVIL PENALTY

Sec.A9.053.AAVENUE

Sec.A9.054.AALATE FILING FEE

Sec.A9.055.AAREQUIREMENTS OF OTHER LAW

[Sections 9.056-9.100 reserved for expansion]

SUBCHAPTER C. REVOCATION OF REGISTRATION BY

SECRETARY OF STATE

Sec.A9.101.AAREVOCATION OF REGISTRATION BY SECRETARY OF

AAAAAAAAAAAAAAASTATE

Sec.A9.102.AACERTIFICATE OF REVOCATION

Sec.A9.103.AAREINSTATEMENT BY SECRETARY OF STATE

AAAAAAAAAAAAAAAAFTER REVOCATION

Sec.A9.104.AAPROCEDURES FOR REINSTATEMENT

Sec.A9.105.AAUSE OF NAME SIMILAR TO PREVIOUSLY REGISTERED

AAAAAAAAAAAAAAANAME

Sec.A9.106.AAREINSTATEMENT OF REGISTRATION FOLLOWING TAX

AAAAAAAAAAAAAAAFORFEITURE

[Sections 9.107-9.150 reserved for expansion]

SUBCHAPTER D. JUDICIAL REVOCATION OF REGISTRATION

Sec.A9.151.AAREVOCATION OF REGISTRATION BY COURT ACTION

Sec.A9.152.AANOTIFICATION OF CAUSE BY SECRETARY OF STATE

Sec.A9.153.AAFILING OF ACTION BY ATTORNEY GENERAL

Sec.A9.154.AACURE BEFORE FINAL JUDGMENT

Sec.A9.155.AAJUDGMENT REQUIRING REVOCATION

Sec.A9.156.AASTAY OF JUDGMENT
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Sec.A9.157.AAOPPORTUNITY FOR CURE AFTER AFFIRMATION OF

AAAAAAAAAAAAAAAFINDINGS BY APPEALS COURT

Sec.A9.158.AAJURISDICTION AND VENUE

Sec.A9.159.AAPROCESS IN STATE ACTION

Sec.A9.160.AAPUBLICATION OF NOTICE

Sec.A9.161.AAFILING OF DECREE OF REVOCATION AGAINST

AAAAAAAAAAAAAAAFOREIGN FILING ENTITY

[Sections 9.162-9.200 reserved for expansion]

SUBCHAPTER E. BUSINESS, RIGHTS, AND OBLIGATIONS

Sec.A9.201.AABUSINESS OF FOREIGN ENTITY

Sec.A9.202.AARIGHTS AND PRIVILEGES

Sec.A9.203.AAOBLIGATIONS AND LIABILITIES

Sec.A9.204.AARIGHT OF FOREIGN FILING ENTITY TO PARTICIPATE

AAAAAAAAAAAAAAAIN BUSINESS OF CERTAIN DOMESTIC ENTITIES

[Sections 9.205-9.250 reserved for expansion]

SUBCHAPTER F. DETERMINATION OF TRANSACTING BUSINESS IN

THIS STATE

Sec.A9.251.AAACTIVITIES NOT CONSTITUTING TRANSACTING BUSINESS

AAAAAAAAAAAAAAAIN THIS STATE

Sec.A9.252.AAOTHER ACTIVITIES

[Sections 9.253-9.300 reserved for expansion]

SUBCHAPTER G. MISCELLANEOUS PROVISIONS

Sec.A9.301.AAAPPLICABILITY OF CODE TO CERTAIN FOREIGN

AAAAAAAAAAAAAAAENTITIES

CHAPTER 10. MERGERS, INTEREST EXCHANGES, CONVERSIONS,

AND SALES OF ASSETS

SUBCHAPTER A. MERGERS
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Sec.A10.001.AAADOPTION OF PLAN OF MERGER

Sec.A10.002.AAPLAN OF MERGER: REQUIRED PROVISIONS

Sec.A10.003.AACONTENTS OF PLAN OF MERGER: MORE THAN ONE

AAAAAAAAAAAAAAAASUCCESSOR

Sec.A10.004.AAPLAN OF MERGER: PERMISSIVE PROVISIONS

Sec.A10.005.AACREATION OF HOLDING COMPANY BY MERGER

Sec.A10.006.AASHORT FORM MERGER

Sec.A10.007.AAEFFECTIVENESS OF MERGER

Sec.A10.008.AAEFFECT OF MERGER

Sec.A10.009.AASPECIAL PROVISIONS APPLYING TO PARTNERSHIP

AAAAAAAAAAAAAAAAMERGERS

Sec.A10.010.AASPECIAL PROVISIONS APPLYING TO NONPROFIT

AAAAAAAAAAAAAAAACORPORATION MERGERS

[Sections 10.011-10.050 reserved for expansion]

SUBCHAPTER B. EXCHANGES OF INTERESTS

Sec.A10.051.AAINTEREST EXCHANGES

Sec.A10.052.AAPLAN OF EXCHANGE: REQUIRED PROVISIONS

Sec.A10.053.AAPLAN OF EXCHANGE: PERMISSIVE PROVISIONS

Sec.A10.054.AAEFFECTIVENESS OF EXCHANGE

Sec.A10.055.AAGENERAL EFFECT OF INTEREST EXCHANGE

Sec.A10.056.AASPECIAL PROVISIONS APPLYING TO

AAAAAAAAAAAAAAAAPARTNERSHIPS

[Sections 10.057-10.100 reserved for expansion]

SUBCHAPTER C. CONVERSIONS

Sec.A10.101.AACONVERSION OF DOMESTIC ENTITIES

Sec.A10.102.AACONVERSION OF NON-CODE ORGANIZATIONS

Sec.A10.103.AAPLAN OF CONVERSION: REQUIRED PROVISIONS
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Sec.A10.104.AAPLAN OF CONVERSION: PERMISSIVE PROVISIONS

Sec.A10.105.AAEFFECTIVENESS OF CONVERSION

Sec.A10.106.AAGENERAL EFFECT OF CONVERSION

Sec.A10.107.AASPECIAL PROVISIONS APPLYING TO PARTNERSHIP

AAAAAAAAAAAAAAAACONVERSIONS

Sec.A10.108.AASPECIAL PROVISIONS APPLYING TO NONPROFIT

AAAAAAAAAAAAAAAACORPORATION CONVERSIONS

[Sections 10.109-10.150 reserved for expansion]

SUBCHAPTER D. CERTIFICATE OF MERGER, EXCHANGE,

OR CONVERSION

Sec.A10.151.AACERTIFICATE OF MERGER AND EXCHANGE

Sec.A10.152.AACERTIFICATE OF MERGER: SHORT FORM MERGER

Sec.A10.153.AAFILING OF CERTIFICATE OF MERGER OR

AAAAAAAAAAAAAAAAEXCHANGE

Sec.A10.154.AACERTIFICATE OF CONVERSION

Sec.A10.155.AAFILING OF CERTIFICATE OF CONVERSION

Sec.A10.156.AAACCEPTANCE OF CERTIFICATE FOR FILING

[Sections 10.157-10.200 reserved for expansion]

SUBCHAPTER E. ABANDONMENT OF MERGER, EXCHANGE,

OR CONVERSION

Sec.A10.201.AAABANDONMENT OF PLAN OF MERGER, EXCHANGE,

AAAAAAAAAAAAAAAAOR CONVERSION

Sec.A10.202.AAABANDONMENT AFTER FILING

[Sections 10.203-10.250 reserved for expansion]

SUBCHAPTER F. PROPERTY TRANSFERS AND DISPOSITIONS

Sec.A10.251.AAGENERAL POWER OF DOMESTIC ENTITY TO SELL,

AAAAAAAAAAAAAAAALEASE, OR CONVEY PROPERTY
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Sec.A10.252.AANO APPROVAL REQUIRED FOR CERTAIN

AAAAAAAAAAAAAAAADISPOSITIONS OF PROPERTY

Sec.A10.253.AARECORDING INSTRUMENT CONVEYING REAL PROPERTY

AAAAAAAAAAAAAAAAOF DOMESTIC ENTITY

Sec.A10.254.AADISPOSITION OF PROPERTY NOT A MERGER OR

AAAAAAAAAAAAAAAACONVERSION; LIABILITY

[Sections 10.255-10.300 reserved for expansion]

SUBCHAPTER G. BANKRUPTCY REORGANIZATION

Sec.A10.301.AAREORGANIZATION UNDER BANKRUPTCY

AAAAAAAAAAAAAAAAAND SIMILAR LAWS

Sec.A10.302.AASIGNING OF DOCUMENTS

Sec.A10.303.AAREORGANIZATION WITH OTHER

AAAAAAAAAAAAAAAAENTITIES

Sec.A10.304.AARIGHT OF DISSENT AND APPRAISAL

AAAAAAAAAAAAAAAAEXCLUDED

Sec.A10.305.AAAFTER FINAL DECREE

Sec.A10.306.AACHAPTER CUMULATIVE OF OTHER CHANGES

[Sections 10.307-10.350 reserved for expansion]

SUBCHAPTER H. RIGHTS OF DISSENTING OWNERS

Sec.A10.351.AAAPPLICABILITY OF SUBCHAPTER

Sec.A10.352.AADEFINITIONS

Sec.A10.353.AAFORM AND VALIDITY OF NOTICE

Sec.A10.354.AARIGHTS OF DISSENT AND APPRAISAL

Sec.A10.355.AANOTICE OF RIGHT OF DISSENT AND APPRAISAL

Sec.A10.356.AAPROCEDURE FOR DISSENT BY OWNERS AS TO

AAAAAAAAAAAAAAAAACTIONS; PERFECTION OF RIGHT OF DISSENT

AAAAAAAAAAAAAAAAAND APPRAISAL
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Sec.A10.357.AAWITHDRAWAL OF DEMAND FOR FAIR VALUE OF

AAAAAAAAAAAAAAAAOWNERSHIP INTEREST

Sec.A10.358.AARESPONSE BY ORGANIZATION TO NOTICE OF

AAAAAAAAAAAAAAAADISSENT AND DEMAND FOR FAIR VALUE BY

AAAAAAAAAAAAAAAADISSENTING OWNER

Sec.A10.359.AARECORD OF DEMAND FOR FAIR VALUE OF

AAAAAAAAAAAAAAAAOWNERSHIP INTEREST

Sec.A10.360.AARIGHTS OF TRANSFEREE OF CERTAIN OWNERSHIP

AAAAAAAAAAAAAAAAINTEREST

Sec.A10.361.AAPROCEEDING TO DETERMINE FAIR VALUE OF

AAAAAAAAAAAAAAAAOWNERSHIP INTEREST AND OWNERS ENTITLED TO

AAAAAAAAAAAAAAAAPAYMENT; APPOINTMENT OF APPRAISERS

Sec.A10.362.AACOMPUTATION AND DETERMINATION OF FAIR VALUE

AAAAAAAAAAAAAAAAOF OWNERSHIP INTEREST

Sec.A10.363.AAPOWERS AND DUTIES OF APPRAISER; APPRAISAL

AAAAAAAAAAAAAAAAPROCEDURES

Sec.A10.364.AAOBJECTION TO APPRAISAL; HEARING

Sec.A10.365.AACOURT COSTS; COMPENSATION FOR APPRAISER

Sec.A10.366.AASTATUS OF OWNERSHIP INTEREST HELD OR

AAAAAAAAAAAAAAAAFORMERLY HELD BY DISSENTING OWNER

Sec.A10.367.AARIGHTS OF OWNERS FOLLOWING TERMINATION OF

AAAAAAAAAAAAAAAARIGHT OF DISSENT

Sec.A10.368.AAEXCLUSIVITY OF REMEDY OF DISSENT AND

AAAAAAAAAAAAAAAAAPPRAISAL

[Sections 10.369-10.900 reserved for expansion]

SUBCHAPTER Z. MISCELLANEOUS PROVISIONS

Sec.A10.901.AACREDITORS; ANTITRUST
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Sec.A10.902.AANONEXCLUSIVITY

CHAPTER 11. WINDING UP AND TERMINATION OF DOMESTIC ENTITY

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A11.001.AADEFINITIONS

[Sections 11.002-11.050 reserved for expansion]

SUBCHAPTER B. WINDING UP OF DOMESTIC ENTITY

Sec.A11.051.AAEVENT REQUIRING WINDING UP OF DOMESTIC

AAAAAAAAAAAAAAAAENTITY

Sec.A11.052.AAWINDING UP PROCEDURES

Sec.A11.053.AAPROPERTY APPLIED TO DISCHARGE LIABILITIES AND

AAAAAAAAAAAAAAAAOBLIGATIONS

Sec.A11.054.AACOURT SUPERVISION OF WINDING UP PROCESS

Sec.A11.055.AACOURT ACTION OR PROCEEDING DURING WINDING

AAAAAAAAAAAAAAAAUP

Sec.A11.056.AASUPPLEMENTAL EVENT REQUIRING WINDING UP OF

AAAAAAAAAAAAAAAALIMITED LIABILITY COMPANY

Sec.A11.057.AASUPPLEMENTAL EVENTS REQUIRING WINDING UP OF

AAAAAAAAAAAAAAAAGENERAL PARTNERSHIP

Sec.A11.058.AASUPPLEMENTAL EVENTS REQUIRING WINDING UP OF

AAAAAAAAAAAAAAAALIMITED PARTNERSHIP

Sec.A11.059.AASUPPLEMENTAL PROVISIONS FOR CORPORATIONS

[Sections 11.060-11.100 reserved for expansion]

SUBCHAPTER C. TERMINATION OF DOMESTIC ENTITY

Sec.A11.101.AACERTIFICATE OF TERMINATION

AAAAAAAAAAAAAAAAFOR FILING ENTITY

Sec.A11.102.AAEFFECTIVENESS OF TERMINATION OF

AAAAAAAAAAAAAAAAFILING ENTITY
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Sec.A11.103.AAEFFECTIVENESS OF TERMINATION OF

AAAAAAAAAAAAAAAANONFILING ENTITY

Sec.A11.104.AAACTION BY SECRETARY OF STATE

Sec.A11.105.AASUPPLEMENTAL INFORMATION REQUIRED BY

AAAAAAAAAAAAAAAACERTIFICATE OF TERMINATION OF NONPROFIT

AAAAAAAAAAAAAAAACORPORATION

[Sections 11.106-11.150 reserved for expansion]

SUBCHAPTER D. REVOCATION AND CONTINUATION

Sec.A11.151.AAREVOCATION OF VOLUNTARY WINDING UP

Sec.A11.152.AACONTINUATION OF BUSINESS WITHOUT

AAAAAAAAAAAAAAAAWINDING UP

[Sections 11.153-11.200 reserved for expansion]

SUBCHAPTER E. REINSTATEMENT OF TERMINATED ENTITY

Sec.A11.201.AACONDITIONS FOR REINSTATEMENT

Sec.A11.202.AAPROCEDURES FOR REINSTATEMENT

Sec.A11.203.AAUSE OF NAME SIMILAR TO PREVIOUSLY

AAAAAAAAAAAAAAAAREGISTERED NAME

Sec.A11.204.AAEFFECTIVENESS OF REINSTATEMENT OF

AAAAAAAAAAAAAAAANONFILING ENTITY

Sec.A11.205.AAEFFECTIVENESS OF REINSTATEMENT OF FILING

AAAAAAAAAAAAAAAAENTITY

Sec.A11.206.AAEFFECT OF REINSTATEMENT

[Sections 11.207-11.250 reserved for expansion]

SUBCHAPTER F. INVOLUNTARY TERMINATION OF FILING ENTITY

BY SECRETARY OF STATE

Sec.A11.251.AATERMINATION OF FILING ENTITY BY SECRETARY

AAAAAAAAAAAAAAAAOF STATE
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Sec.A11.252.AACERTIFICATE OF TERMINATION

Sec.A11.253.AAREINSTATEMENT BY SECRETARY OF STATE

AAAAAAAAAAAAAAAAAFTER INVOLUNTARY TERMINATION

Sec.A11.254.AAREINSTATEMENT OF CERTIFICATE OF FORMATION

AAAAAAAAAAAAAAAAFOLLOWING TAX FORFEITURE

[Sections 11.255-11.300 reserved for expansion]

SUBCHAPTER G. JUDICIAL WINDING UP AND TERMINATION

Sec.A11.301.AAINVOLUNTARY WINDING UP AND TERMINATION OF

AAAAAAAAAAAAAAAAFILING ENTITY BY COURT ACTION

Sec.A11.302.AANOTIFICATION OF CAUSE BY SECRETARY OF STATE

Sec.A11.303.AAFILING OF ACTION BY ATTORNEY GENERAL

Sec.A11.304.AACURE BEFORE FINAL JUDGMENT

Sec.A11.305.AAJUDGMENT REQUIRING WINDING UP AND

AAAAAAAAAAAAAAAATERMINATION

Sec.A11.306.AASTAY OF JUDGMENT

Sec.A11.307.AAOPPORTUNITY FOR CURE AFTER AFFIRMATION OF

AAAAAAAAAAAAAAAAFINDINGS BY APPEALS COURT

Sec.A11.308.AAJURISDICTION AND VENUE

Sec.A11.309.AAPROCESS IN STATE ACTION

Sec.A11.310.AAPUBLICATION OF NOTICE

Sec.A11.311.AAACTION ALLOWED AFTER EXPIRATION OF FILING

AAAAAAAAAAAAAAAAENTITY’S DURATION

Sec.A11.312.AACOMPLIANCE BY TERMINATED ENTITY

Sec.A11.313.AATIMING OF TERMINATION

Sec.A11.314.AAINVOLUNTARY WINDING UP AND TERMINATION OF

AAAAAAAAAAAAAAAAPARTNERSHIP OR LIMITED LIABILITY COMPANY

Sec.A11.315.AAFILING OF DECREE OF TERMINATION AGAINST
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AAAAAAAAAAAAAAAAFILING ENTITY

[Sections 11.316-11.350 reserved for expansion]

SUBCHAPTER H. CLAIMS RESOLUTION ON TERMINATION

Sec.A11.351.AALIABILITY OF TERMINATED FILING ENTITY

Sec.A11.352.AADEPOSIT WITH COMPTROLLER OF AMOUNT DUE

AAAAAAAAAAAAAAAAOWNERS AND CREDITORS WHO ARE UNKNOWN OR

AAAAAAAAAAAAAAAACANNOT BE LOCATED

Sec.A11.353.AADISCHARGE OF LIABILITY OF PERSON RESPONSIBLE

AAAAAAAAAAAAAAAAFOR LIQUIDATION

Sec.A11.354.AAPAYMENT FROM ACCOUNT BY COMPTROLLER

Sec.A11.355.AANOTICE OF ESCHEAT; ESCHEAT

Sec.A11.356.AALIMITED SURVIVAL AFTER TERMINATION

Sec.A11.357.AAGOVERNING PERSONS OF ENTITY DURING LIMITED

AAAAAAAAAAAAAAAASURVIVAL

Sec.A11.358.AAACCELERATED PROCEDURE FOR EXISTING CLAIM

AAAAAAAAAAAAAAAARESOLUTION

Sec.A11.359.AAEXTINGUISHMENT OF EXISTING CLAIM

[Sections 11.360-11.400 reserved for expansion]

SUBCHAPTER I. RECEIVERSHIP

Sec.A11.401.AACODE GOVERNS

Sec.A11.402.AAJURISDICTION TO APPOINT RECEIVER

Sec.A11.403.AAAPPOINTMENT OF RECEIVER FOR SPECIFIC

AAAAAAAAAAAAAAAAPROPERTY

Sec.A11.404.AAAPPOINTMENT OF RECEIVER TO REHABILITATE

AAAAAAAAAAAAAAAADOMESTIC ENTITY

Sec.A11.405.AAAPPOINTMENT OF RECEIVER TO LIQUIDATE

AAAAAAAAAAAAAAAADOMESTIC ENTITY; LIQUIDATION
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Sec.A11.406.AARECEIVERS: QUALIFICATIONS, POWERS, AND

AAAAAAAAAAAAAAAADUTIES

Sec.A11.407.AACOURT-ORDERED FILING OF CLAIMS

Sec.A11.408.AASUPERVISING COURT; JURISDICTION;

AAAAAAAAAAAAAAAAAUTHORITY

Sec.A11.409.AAANCILLARY RECEIVERSHIPS OF FOREIGN ENTITIES

Sec.A11.410.AARECEIVERSHIP FOR ALL PROPERTY AND BUSINESS

AAAAAAAAAAAAAAAAOF FOREIGN ENTITY

Sec.A11.411.AAGOVERNING PERSONS AND OWNERS NOT NECESSARY

AAAAAAAAAAAAAAAAPARTIES DEFENDANT

Sec.A11.412.AADECREE OF INVOLUNTARY TERMINATION

Sec.A11.413.AASUPPLEMENTAL PROVISIONS FOR APPLICATION OF

AAAAAAAAAAAAAAAAPROCEEDS FROM LIQUIDATION OF NONPROFIT

AAAAAAAAAAAAAAAACORPORATION

CHAPTER 12. ADMINISTRATIVE POWERS

SUBCHAPTER A. SECRETARY OF STATE

Sec.A12.001.AAAUTHORITY OF SECRETARY OF STATE

Sec.A12.002.AAINTERROGATORIES BY SECRETARY OF STATE

Sec.A12.003.AAINFORMATION DISCLOSED BY INTERROGATORIES

Sec.A12.004.AAAPPEALS FROM SECRETARY OF STATE

[Sections 12.005-12.150 reserved for expansion]

SUBCHAPTER B. ATTORNEY GENERAL

Sec.A12.151.AAAUTHORITY OF ATTORNEY GENERAL TO EXAMINE

AAAAAAAAAAAAAAAABOOKS AND RECORDS

Sec.A12.152.AAREQUEST TO EXAMINE

Sec.A12.153.AAAUTHORITY TO EXAMINE MANAGEMENT OF ENTITY

Sec.A12.154.AAAUTHORITY TO DISCLOSE INFORMATION
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Sec.A12.155.AAFORFEITURE OF BUSINESS PRIVILEGES

Sec.A12.156.AACRIMINAL PENALTY

[Sections 12.157-12.200 reserved for expansion]

SUBCHAPTER C. ENFORCEMENT LIEN

Sec.A12.201.AALIEN FOR LAW VIOLATIONS

[Sections 12.202-12.250 reserved for expansion]

SUBCHAPTER D. ENFORCEMENT PROCEEDINGS

Sec.A12.251.AARECEIVER

Sec.A12.252.AAFORECLOSURE

Sec.A12.253.AAACTION AGAINST INSOLVENT ENTITY

Sec.A12.254.AASUITS BY DISTRICT OR COUNTY ATTORNEY

Sec.A12.255.AAPERMISSION TO SUE

Sec.A12.256.AAEXAMINATION AND NOTICE

Sec.A12.257.AADISMISSAL OF ACTION

Sec.A12.258.AALIQUIDATION OF INSOLVENT ENTITY

Sec.A12.259.AAEXTRAORDINARY REMEDIES; BOND

Sec.A12.260.AAABATEMENT OF SUIT

Sec.A12.261.AAPROVISIONS CUMULATIVE

TITLE 2. CORPORATIONS

CHAPTER 20. GENERAL PROVISIONS

Sec.A20.001.AAREQUIREMENT THAT FILING INSTRUMENT BE

AAAAAAAAAAAAAAAASIGNED BY OFFICER

Sec.A20.002.AAULTRA VIRES ACTS

CHAPTER 21. FOR-PROFIT CORPORATIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A21.001.AAAPPLICABILITY OF CHAPTER

Sec.A21.002.AADEFINITIONS
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[Sections 21.003-21.050 reserved for expansion]

SUBCHAPTER B. FORMATION AND GOVERNING DOCUMENTS

Sec.A21.051.AANO PROPERTY RIGHT IN CERTIFICATE OF

AAAAAAAAAAAAAAAAFORMATION

Sec.A21.052.AAPROCEDURES TO ADOPT AMENDMENT TO CERTIFICATE

AAAAAAAAAAAAAAAAOF FORMATION

Sec.A21.053.AAADOPTION OF AMENDMENT BY BOARD OF

AAAAAAAAAAAAAAAADIRECTORS

Sec.A21.054.AAADOPTION OF AMENDMENT BY SHAREHOLDERS

Sec.A21.055.AANOTICE OF AND MEETING TO CONSIDER PROPOSED

AAAAAAAAAAAAAAAAAMENDMENT

Sec.A21.056.AARESTATED CERTIFICATE OF FORMATION

Sec.A21.057.AABYLAWS

Sec.A21.058.AADUAL AUTHORITY

Sec.A21.059.AAORGANIZATION MEETING

[Sections 21.060-21.100 reserved for expansion]

SUBCHAPTER C. SHAREHOLDERS ’ AGREEMENTS

Sec.A21.101.AASHAREHOLDERS’ AGREEMENT

Sec.A21.102.AATERM OF AGREEMENT

Sec.A21.103.AADISCLOSURE OF AGREEMENT; RECALL OF CERTAIN

AAAAAAAAAAAAAAAACERTIFICATES

Sec.A21.104.AAEFFECT OF SHAREHOLDERS ’ AGREEMENT

Sec.A21.105.AARIGHT OF RECISSION; KNOWLEDGE

AAAAAAAAAAAAAAAAOF PURCHASER OF SHARES

Sec.A21.106.AAAGREEMENT LIMITING AUTHORITY OF AND

AAAAAAAAAAAAAAAASUPPLANTING BOARD OF DIRECTORS; LIABILITY

Sec.A21.107.AALIABILITY OF SHAREHOLDER
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Sec.A21.108.AAPERSONS ACTING IN PLACE OF SHAREHOLDERS

Sec.A21.109.AAAGREEMENT NOT EFFECTIVE

[Sections 21.110-21.150 reserved for expansion]

SUBCHAPTER D. SHARES, OPTIONS, AND CONVERTIBLE SECURITIES

Sec.A21.151.AANUMBER OF AUTHORIZED SHARES

Sec.A21.152.AACLASSES AND SERIES OF SHARES

Sec.A21.153.AADESIGNATIONS, PREFERENCES, LIMITATIONS, AND

AAAAAAAAAAAAAAAARIGHTS OF A CLASS OR SERIES

Sec.A21.154.AACERTAIN OPTIONAL CHARACTERISTICS OF SHARES

Sec.A21.155.AASERIES OF SHARES ESTABLISHED BY BOARD OF

AAAAAAAAAAAAAAAADIRECTORS

Sec.A21.156.AAACTIONS WITH RESPECT TO SERIES OF SHARES

Sec.A21.157.AAISSUANCE OF SHARES

Sec.A21.158.AAISSUANCE OF SHARES UNDER PLAN OF MERGER OR

AAAAAAAAAAAAAAAACONVERSION

Sec.A21.159.AATYPES OF CONSIDERATION FOR SHARES

Sec.A21.160.AADETERMINATION OF CONSIDERATION FOR SHARES

Sec.A21.161.AAAMOUNT OF CONSIDERATION FOR ISSUANCE OF

AAAAAAAAAAAAAAAACERTAIN SHARES

Sec.A21.162.AAVALUE AND SUFFICIENCY OF CONSIDERATION

Sec.A21.163.AAISSUANCE AND DISPOSITION OF FRACTIONAL

AAAAAAAAAAAAAAAASHARES OR SCRIP

Sec.A21.164.AARIGHTS OF HOLDERS OF FRACTIONAL SHARES

AAAAAAAAAAAAAAAAOR SCRIP

Sec.A21.165.AASUBSCRIPTIONS

Sec.A21.166.AAPREFORMATION SUBSCRIPTION

Sec.A21.167.AACOMMITMENT TO PURCHASE SHARES
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Sec.A21.168.AASTOCK RIGHTS, OPTIONS, AND CONVERTIBLE

AAAAAAAAAAAAAAAAINDEBTEDNESS

Sec.A21.169.AATERMS AND CONDITIONS OF RIGHTS AND

AAAAAAAAAAAAAAAAOPTIONS

Sec.A21.170.AACONSIDERATION FOR RIGHTS, OPTIONS, AND

AAAAAAAAAAAAAAAACONVERTIBLE INDEBTEDNESS

Sec.A21.171.AATREASURY SHARES

Sec.A21.172.AAEXPENSES OF ORGANIZATION, REORGANIZATION,

AAAAAAAAAAAAAAAAAND FINANCING OF CORPORATION

Sec.A21.173.AASUPPLEMENTAL REQUIRED RECORDS

[Sections 21.174-21.200 reserved for expansion]

SUBCHAPTER E. SHAREHOLDER RIGHTS AND RESTRICTIONS

Sec.A21.201.AAREGISTERED HOLDERS AS OWNERS

Sec.A21.202.AADEFINITION OF SHARES

Sec.A21.203.AANO STATUTORY PREEMPTIVE RIGHT

AAAAAAAAAAAAAAAAUNLESS PROVIDED BY CERTIFICATE OF

AAAAAAAAAAAAAAAAFORMATION

Sec.A21.204.AASTATUTORY PREEMPTIVE RIGHTS

Sec.A21.205.AAWAIVER OF PREEMPTIVE RIGHT

Sec.A21.206.AALIMITATION ON ACTION TO ENFORCE

AAAAAAAAAAAAAAAAPREEMPTIVE RIGHT

Sec.A21.207.AADISPOSITION OF SHARES HAVING

AAAAAAAAAAAAAAAAPREEMPTIVE RIGHTS

Sec.A21.208.AAPREEMPTIVE RIGHT IN EXISTING

AAAAAAAAAAAAAAAACORPORATION

Sec.A21.209.AATRANSFER OF SHARES AND OTHER

AAAAAAAAAAAAAAAASECURITIES
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Sec.A21.210.AARESTRICTION ON TRANSFER OF SHARES

AAAAAAAAAAAAAAAAAND OTHER SECURITIES

Sec.A21.211.AAVALID RESTRICTIONS ON TRANSFER

Sec.A21.212.AABYLAW OR AGREEMENT RESTRICTING

AAAAAAAAAAAAAAAATRANSFER OF SHARES OR OTHER SECURITIES

Sec.A21.213.AAENFORCEABILITY OF RESTRICTION ON

AAAAAAAAAAAAAAAATRANSFER OF CERTAIN SECURITIES

Sec.A21.214.AAJOINT OWNERSHIP OF SHARES

Sec.A21.215.AALIABILITY FOR DESIGNATING OWNER

AAAAAAAAAAAAAAAAOF SHARES

Sec.A21.216.AALIABILITY REGARDING JOINT

AAAAAAAAAAAAAAAAOWNERSHIP OF SHARES

Sec.A21.217.AALIABILITY OF ASSIGNEE OR

AAAAAAAAAAAAAAAATRANSFEREE

Sec.A21.218.AAEXAMINATION OF RECORDS

Sec.A21.219.AAANNUAL AND INTERIM STATEMENTS OF

AAAAAAAAAAAAAAAACORPORATION

Sec.A21.220.AAPENALTY FOR FAILURE TO PREPARE

AAAAAAAAAAAAAAAAVOTING LIST

Sec.A21.221.AAPENALTY FOR FAILURE TO PROVIDE

AAAAAAAAAAAAAAAANOTICE OF MEETING

Sec.A21.222.AAPENALTY FOR REFUSAL TO PERMIT

AAAAAAAAAAAAAAAAEXAMINATION OF CERTAIN RECORDS

Sec.A21.223.AALIMITATION OF LIABILITY FOR OBLIGATIONS

Sec.A21.224.AAPREEMPTION OF LIABILITY

Sec.A21.225.AAEXCEPTIONS TO LIMITATIONS

Sec.A21.226.AAPLEDGEES AND TRUST ADMINISTRATORS
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[Sections 21.227-21.250 reserved for expansion]

SUBCHAPTER F. REDUCTIONS IN STATED CAPITAL;

CANCELLATION OF TREASURY SHARES

Sec.A21.251.AAREDUCTION OF STATED CAPITAL BY

AAAAAAAAAAAAAAAAREDEMPTION OR PURCHASE OF REDEEMABLE

AAAAAAAAAAAAAAAASHARES

Sec.A21.252.AACANCELLATION OF TREASURY SHARES

Sec.A21.253.AAPROCEDURES FOR REDUCTION OF

AAAAAAAAAAAAAAAASTATED CAPITAL BY BOARD OF DIRECTORS

Sec.A21.254.AARESTRICTION ON REDUCTION OF STATED CAPITAL

[Sections 21.255-21.300 reserved for expansion]

SUBCHAPTER G. DISTRIBUTIONS AND SHARE DIVIDENDS

Sec.A21.301.AADEFINITIONS

Sec.A21.302.AAAUTHORITY FOR DISTRIBUTIONS

Sec.A21.303.AALIMITATIONS ON DISTRIBUTIONS

Sec.A21.304.AAREDEMPTIONS

Sec.A21.305.AANOTICE OF REDEMPTION

Sec.A21.306.AADEPOSIT OF MONEY FOR REDEMPTION

Sec.A21.307.AAPAYMENT OF REDEEMED SHARES

Sec.A21.308.AAPRIORITY OF DISTRIBUTIONS

Sec.A21.309.AARESERVES, DESIGNATIONS,

AAAAAAAAAAAAAAAAAND ALLOCATIONS FROM SURPLUS

Sec.A21.310.AAAUTHORITY FOR SHARE DIVIDENDS

Sec.A21.311.AALIMITATIONS ON SHARE DIVIDENDS

Sec.A21.312.AAVALUE OF SHARES ISSUED AS SHARE

AAAAAAAAAAAAAAAADIVIDENDS

Sec.A21.313.AATRANSFER OF SURPLUS FOR SHARE
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AAAAAAAAAAAAAAAADIVIDENDS

Sec.A21.314.AADETERMINATION OF SOLVENCY, NET ASSETS,

AAAAAAAAAAAAAAAASTATED CAPITAL, AND SURPLUS

Sec.A21.315.AADATE OF DETERMINATION OF SOLVENCY, NET

AAAAAAAAAAAAAAAAASSETS, STATED CAPITAL, AND SURPLUS

Sec.A21.316.AALIABILITY OF DIRECTORS FOR

AAAAAAAAAAAAAAAAWRONGFUL DISTRIBUTIONS

Sec.A21.317.AASTATUTE OF LIMITATIONS ON ACTION FOR

AAAAAAAAAAAAAAAAWRONGFUL DISTRIBUTION

Sec.A21.318.AACONTRIBUTION FROM CERTAIN SHAREHOLDERS AND

AAAAAAAAAAAAAAAADIRECTORS

[Sections 21.319-21.350 reserved for expansion]

SUBCHAPTER H. SHAREHOLDERS’ MEETINGS; VOTING AND QUORUM

Sec.A21.351.AAANNUAL MEETING

Sec.A21.352.AASPECIAL MEETINGS

Sec.A21.353.AANOTICE OF MEETING

Sec.A21.354.AAINSPECTION OF VOTING LIST

Sec.A21.355.AACLOSING OF SHARE TRANSFER RECORDS

Sec.A21.356.AARECORD DATE FOR WRITTEN CONSENT TO ACTION

Sec.A21.357.AARECORD DATE FOR PURPOSE OTHER THAN WRITTEN

AAAAAAAAAAAAAAAACONSENT TO ACTION

Sec.A21.358.AAQUORUM

Sec.A21.359.AAVOTING IN ELECTION OF DIRECTORS

Sec.A21.360.AANO CUMULATIVE VOTING RIGHT UNLESS

AAAAAAAAAAAAAAAAAUTHORIZED

Sec.A21.361.AACUMULATIVE VOTING IN ELECTION OF DIRECTORS

Sec.A21.362.AACUMULATIVE VOTING RIGHT IN CERTAIN
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AAAAAAAAAAAAAAAACORPORATIONS

Sec.A21.363.AAVOTING ON MATTERS OTHER THAN ELECTION OF

AAAAAAAAAAAAAAAADIRECTORS

Sec.A21.364.AAVOTE REQUIRED TO APPROVE FUNDAMENTAL

AAAAAAAAAAAAAAAAACTION

Sec.A21.365.AACHANGES IN VOTE REQUIRED FOR CERTAIN

AAAAAAAAAAAAAAAAMATTERS

Sec.A21.366.AANUMBER OF VOTES PER SHARE

Sec.A21.367.AAVOTING IN PERSON OR BY PROXY

Sec.A21.368.AATERM OF PROXY

Sec.A21.369.AAREVOCABILITY OF PROXY

Sec.A21.370.AAENFORCEABILITY OF PROXY

Sec.A21.371.AAPROCEDURES IN BYLAWS RELATING TO

AAAAAAAAAAAAAAAAPROXIES

Sec.A21.372.AASHAREHOLDER MEETING LIST

[Sections 21.373-21.400 reserved for expansion]

SUBCHAPTER I. BOARD OF DIRECTORS

Sec.A21.401.AAMANAGEMENT BY BOARD OF DIRECTORS

Sec.A21.402.AABOARD MEMBER ELIGIBILITY REQUIREMENTS

Sec.A21.403.AANUMBER OF DIRECTORS

Sec.A21.404.AADESIGNATION OF INITIAL BOARD OF DIRECTORS

Sec.A21.405.AAELECTION OF BOARD OF DIRECTORS

Sec.A21.406.AASPECIAL VOTING RIGHTS OF DIRECTORS

Sec.A21.407.AATERM OF OFFICE

Sec.A21.408.AASPECIAL TERMS OF OFFICE

Sec.A21.409.AAREMOVAL OF DIRECTORS

Sec.A21.410.AAVACANCY
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Sec.A21.411.AANOTICE OF MEETING

Sec.A21.412.AAWAIVER OF NOTICE

Sec.A21.413.AAQUORUM

Sec.A21.414.AADISSENT TO ACTION

Sec.A21.415.AAACTION BY DIRECTORS

Sec.A21.416.AACOMMITTEES OF BOARD OF DIRECTORS

Sec.A21.417.AAELECTION OF OFFICERS

Sec.A21.418.AACONTRACTS OR TRANSACTIONS INVOLVING

AAAAAAAAAAAAAAAAINTERESTED DIRECTORS AND OFFICERS

[Sections 21.419-21.450 reserved for expansion]

SUBCHAPTER J. FUNDAMENTAL BUSINESS TRANSACTIONS

Sec.A21.451.AADEFINITIONS

Sec.A21.452.AAAPPROVAL OF MERGER

Sec.A21.453.AAAPPROVAL OF CONVERSION

Sec.A21.454.AAAPPROVAL OF EXCHANGE

Sec.A21.455.AAAPPROVAL OF SALE OF ALL OR SUBSTANTIALLY

AAAAAAAAAAAAAAAAALL OF ASSETS

Sec.A21.456.AAGENERAL PROCEDURE FOR SUBMISSION TO

AAAAAAAAAAAAAAAASHAREHOLDERS OF FUNDAMENTAL BUSINESS

AAAAAAAAAAAAAAAATRANSACTION

Sec.A21.457.AAGENERAL VOTE REQUIREMENT FOR APPROVAL OF

AAAAAAAAAAAAAAAAFUNDAMENTAL BUSINESS TRANSACTION

Sec.A21.458.AACLASS VOTING REQUIREMENTS FOR CERTAIN

AAAAAAAAAAAAAAAAFUNDAMENTAL BUSINESS TRANSACTIONS

Sec.A21.459.AANO SHAREHOLDER VOTE REQUIREMENT FOR

AAAAAAAAAAAAAAAACERTAIN FUNDAMENTAL BUSINESS TRANSACTIONS

Sec.A21.460.AARIGHTS OF DISSENT AND APPRAISAL
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Sec.A21.461.AAPLEDGE, MORTGAGE, DEED OF TRUST, OR

AAAAAAAAAAAAAAAATRUST INDENTURE

Sec.A21.462.AACONVEYANCE BY CORPORATION

[Sections 21.463-21.500 reserved for expansion]

SUBCHAPTER K. WINDING UP AND TERMINATION

Sec.A21.501.AAAPPROVAL OF VOLUNTARY WINDING UP,

AAAAAAAAAAAAAAAAREINSTATEMENT, OR REVOCATION OF

AAAAAAAAAAAAAAAAVOLUNTARY WINDING UP

Sec.A21.502.AACERTAIN PROCEDURES RELATING TO WINDING UP

Sec.A21.503.AAMEETING OF SHAREHOLDERS; NOTICE

Sec.A21.504.AARESPONSIBILITY FOR WINDING UP

[Sections 21.505-21.550 reserved for expansion]

SUBCHAPTER L. DERIVATIVE PROCEEDINGS

Sec.A21.551.AADEFINITIONS

Sec.A21.552.AASTANDING TO BRING PROCEEDING

Sec.A21.553.AADEMAND

Sec.A21.554.AADETERMINATION BY DIRECTORS OR INDEPENDENT

AAAAAAAAAAAAAAAAPERSONS

Sec.A21.555.AASTAY OF PROCEEDING

Sec.A21.556.AADISCOVERY

Sec.A21.557.AATOLLING OF STATUTE OF LIMITATIONS

Sec.A21.558.AADISMISSAL OF DERIVATIVE PROCEEDING

Sec.A21.559.AAPROCEEDING INSTITUTED AFTER DEMAND

AAAAAAAAAAAAAAAAREJECTED

Sec.A21.560.AADISCONTINUANCE OR SETTLEMENT

Sec.A21.561.AAPAYMENT OF EXPENSES

Sec.A21.562.AAAPPLICATION TO FOREIGN CORPORATIONS
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Sec.A21.563.AACLOSELY HELD CORPORATION

[Sections 21.564-21.600 reserved for expansion]

SUBCHAPTER M. AFFILIATED BUSINESS COMBINATIONS

Sec.A21.601.AADEFINITIONS

Sec.A21.602.AAAFFILIATED SHAREHOLDER

Sec.A21.603.AABENEFICIAL OWNER OF SHARES OR SIMILAR

AAAAAAAAAAAAAAAASECURITIES

Sec.A21.604.AABUSINESS COMBINATION

Sec.A21.605.AACONTROL

Sec.A21.606.AATHREE-YEAR MORATORIUM ON CERTAIN BUSINESS

AAAAAAAAAAAAAAAACOMBINATIONS

Sec.A21.607.AAAPPLICATION OF MORATORIUM

Sec.A21.608.AAEFFECT ON OTHER ACTIONS

Sec.A21.609.AACONFLICTING PROVISIONS

Sec.A21.610.AACHANGE IN VOTING REQUIREMENTS

[Sections 21.611-21.650 reserved for expansion]

SUBCHAPTER N. PROVISIONS RELATING TO INVESTMENT COMPANIES

Sec.A21.651.AADEFINITION

Sec.A21.652.AAESTABLISHING CLASS OR SERIES OF SHARES;

AAAAAAAAAAAAAAAACHANGE IN NUMBER OF SHARES

Sec.A21.653.AAREQUIRED STATEMENT RELATING TO SHARES

Sec.A21.654.AATERM OF OFFICE OF DIRECTORS

Sec.A21.655.AAMEETINGS OF SHAREHOLDERS

[Sections 21.656-21.700 reserved for expansion]

SUBCHAPTER O. CLOSE CORPORATION

Sec.A21.701.AADEFINITIONS

Sec.A21.702.AAAPPLICABILITY OF SUBCHAPTER
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Sec.A21.703.AAFORMATION OF CLOSE CORPORATION

Sec.A21.704.AABYLAWS OF CLOSE CORPORATION

Sec.A21.705.AAADOPTION OF AMENDMENT FOR CLOSE CORPORATION

AAAAAAAAAAAAAAAASTATUS

Sec.A21.706.AAADOPTION OF CLOSE CORPORATION STATUS

AAAAAAAAAAAAAAAATHROUGH MERGER, EXCHANGE, OR CONVERSION

Sec.A21.707.AAEXISTING CLOSE CORPORATION

Sec.A21.708.AATERMINATION OF CLOSE CORPORATION

AAAAAAAAAAAAAAAASTATUS

Sec.A21.709.AASTATEMENT TERMINATING CLOSE CORPORATION

AAAAAAAAAAAAAAAASTATUS; FILING; NOTICE

Sec.A21.710.AAEFFECT OF TERMINATION OF CLOSE

AAAAAAAAAAAAAAAACORPORATION STATUS

Sec.A21.711.AASHAREHOLDERS’ MEETING TO ELECT DIRECTORS

Sec.A21.712.AATERM OF OFFICE OF DIRECTORS

Sec.A21.713.AAMANAGEMENT

Sec.A21.714.AASHAREHOLDERS’ AGREEMENT

Sec.A21.715.AAEXECUTION OF SHAREHOLDERS’ AGREEMENT

Sec.A21.716.AAADOPTION OF AMENDMENT OF

AAAAAAAAAAAAAAAASHAREHOLDERS’ AGREEMENT

Sec.A21.717.AADELIVERY OF SHAREHOLDERS’ AGREEMENT

Sec.A21.718.AASTATEMENT OF OPERATION AS CLOSE

AAAAAAAAAAAAAAAACORPORATION

Sec.A21.719.AAVALIDITY AND ENFORCEABILITY OF

AAAAAAAAAAAAAAAASHAREHOLDERS’ AGREEMENT

Sec.A21.720.AAPERSONS BOUND BY SHAREHOLDERS ’ AGREEMENT

Sec.A21.721.AADELIVERY OF COPY OF SHAREHOLDERS ’
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AAAAAAAAAAAAAAAAAGREEMENT TO TRANSFEREE

Sec.A21.722.AAEFFECT OF REQUIRED STATEMENT ON

AAAAAAAAAAAAAAAASHARE CERTIFICATE AND DELIVERY OF

AAAAAAAAAAAAAAAASHAREHOLDERS’ AGREEMENT

Sec.A21.723.AAPARTY NOT BOUND BY SHAREHOLDERS ’

AAAAAAAAAAAAAAAAAGREEMENT ON CESSATION; LIABILITY

Sec.A21.724.AATERMINATION OF SHAREHOLDERS’

AAAAAAAAAAAAAAAAAGREEMENT

Sec.A21.725.AACONSEQUENCES OF MANAGEMENT BY PERSONS

AAAAAAAAAAAAAAAAOTHER THAN BOARD OF DIRECTORS

Sec.A21.726.AASHAREHOLDERS CONSIDERED DIRECTORS

Sec.A21.727.AALIABILITY OF SHAREHOLDERS

Sec.A21.728.AAMODE AND EFFECT OF TAKING ACTION BY

AAAAAAAAAAAAAAAASHAREHOLDERS AND OTHERS

Sec.A21.729.AALIMITATION OF SHAREHOLDER ’S

AAAAAAAAAAAAAAAALIABILITY

Sec.A21.730.AALACK OF FORMALITIES; TREATMENT AS

AAAAAAAAAAAAAAAAPARTNERSHIP

Sec.A21.731.AAOTHER AGREEMENTS AMONG SHAREHOLDERS

AAAAAAAAAAAAAAAAPERMITTED

Sec.A21.732.AACLOSE CORPORATION SHARE CERTIFICATES

[Sections 21.733-21.750 reserved for expansion]

SUBCHAPTER P. JUDICIAL PROCEEDINGS RELATING TO

CLOSE CORPORATION

Sec.A21.751.AADEFINITIONS

Sec.A21.752.AAPROCEEDINGS AUTHORIZED

Sec.A21.753.AANOTICE; INTERVENTION
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Sec.A21.754.AAPROCEEDING NONEXCLUSIVE

Sec.A21.755.AAUNAVAILABILITY OF JUDICIAL

AAAAAAAAAAAAAAAAPROCEEDING

Sec.A21.756.AAJUDICIAL PROCEEDING TO ENFORCE

AAAAAAAAAAAAAAAACLOSE CORPORATION PROVISION

Sec.A21.757.AALIQUIDATION; INVOLUNTARY WINDING UP

AAAAAAAAAAAAAAAAAND TERMINATION; RECEIVERSHIP

Sec.A21.758.AAAPPOINTMENT OF PROVISIONAL DIRECTOR

Sec.A21.759.AARIGHTS AND POWERS OF PROVISIONAL

AAAAAAAAAAAAAAAADIRECTOR

Sec.A21.760.AACOMPENSATION OF PROVISIONAL

AAAAAAAAAAAAAAAADIRECTOR

Sec.A21.761.AAAPPOINTMENT OF CUSTODIAN

Sec.A21.762.AAPOWERS AND DUTIES OF CUSTODIAN

Sec.A21.763.AATERMINATION OF CUSTODIANSHIP

[Sections 21.764-21.800 reserved for expansion]

SUBCHAPTER Q. MISCELLANEOUS PROVISIONS

Sec.A21.801.AASHARES AND OTHER SECURITIES ARE PERSONAL

AAAAAAAAAAAAAAAAPROPERTY

Sec.A21.802.AAPENALTIES FOR LATE FILING OF CERTAIN

AAAAAAAAAAAAAAAAINSTRUMENTS

CHAPTER 22. NONPROFIT CORPORATIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A22.001.AADEFINITIONS

Sec.A22.002.AAMEETINGS BY REMOTE COMMUNICATIONS

AAAAAAAAAAAAAAAATECHNOLOGY

[Sections 22.003-22.050 reserved for expansion]
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SUBCHAPTER B. PURPOSES AND POWERS

Sec.A22.051.AAGENERAL PURPOSES

Sec.A22.052.AADENTAL HEALTH SERVICE CORPORATION

Sec.A22.053.AADIVIDENDS PROHIBITED

Sec.A22.054.AAAUTHORIZED BENEFITS AND DISTRIBUTIONS

Sec.A22.055.AAPOWER TO ASSIST EMPLOYEE OR OFFICER

Sec.A22.056.AAHEALTH ORGANIZATION CORPORATION

[Sections 22.057-22.100 reserved for expansion]

SUBCHAPTER C. FORMATION AND GOVERNING DOCUMENTS

Sec.A22.101.AAINCORPORATION OF CERTAIN ORGANIZATIONS

Sec.A22.102.AABYLAWS

Sec.A22.103.AAINCONSISTENCY BETWEEN CERTIFICATE OF

AAAAAAAAAAAAAAAAFORMATION AND BYLAW

Sec.A22.104.AAORGANIZATION MEETING

Sec.A22.105.AAPROCEDURES TO ADOPT AMENDMENT TO

AAAAAAAAAAAAAAAACERTIFICATE OF FORMATION BY MEMBERS

AAAAAAAAAAAAAAAAHAVING VOTING RIGHTS

Sec.A22.106.AAPROCEDURES TO ADOPT AMENDMENT TO

AAAAAAAAAAAAAAAACERTIFICATE OF FORMATION BY MANAGING

AAAAAAAAAAAAAAAAMEMBERS

Sec.A22.107.AAPROCEDURES TO ADOPT AMENDMENT TO

AAAAAAAAAAAAAAAACERTIFICATE OF FORMATION BY BOARD OF

AAAAAAAAAAAAAAAADIRECTORS

Sec.A22.108.AANUMBER OF AMENDMENTS SUBJECT TO VOTE AT

AAAAAAAAAAAAAAAAMEETING

[Sections 22.109-22.150 reserved for expansion]

SUBCHAPTER D. MEMBERS
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Sec.A22.151.AAMEMBERS

Sec.A22.152.AAIMMUNITY FROM LIABILITY

Sec.A22.153.AAANNUAL MEETING

Sec.A22.154.AAFAILURE TO CALL ANNUAL MEETING

Sec.A22.155.AASPECIAL MEETINGS OF MEMBERS

Sec.A22.156.AANOTICE OF MEETING

Sec.A22.157.AASPECIAL BYLAWS AFFECTING NOTICE

Sec.A22.158.AAPREPARATION AND INSPECTION OF LIST OF

AAAAAAAAAAAAAAAAVOTING MEMBERS

Sec.A22.159.AAQUORUM OF MEMBERS

Sec.A22.160.AAVOTING OF MEMBERS

Sec.A22.161.AAELECTION OF DIRECTORS

Sec.A22.162.AAGREATER VOTING REQUIREMENTS UNDER

AAAAAAAAAAAAAAAACERTIFICATE OF FORMATION

Sec.A22.163.AARECORD DATE FOR DETERMINATION OF

AAAAAAAAAAAAAAAAMEMBERS

Sec.A22.164.AAVOTE REQUIRED TO APPROVE FUNDAMENTAL

AAAAAAAAAAAAAAAAACTION

[Sections 22.165-22.200 reserved for expansion]

SUBCHAPTER E. MANAGEMENT

Sec.A22.201.AAMANAGEMENT BY BOARD OF DIRECTORS

Sec.A22.202.AAMANAGEMENT BY MEMBERS

Sec.A22.203.AABOARD MEMBER ELIGIBILITY REQUIREMENTS

Sec.A22.204.AANUMBER OF DIRECTORS

Sec.A22.205.AADESIGNATION OF INITIAL BOARD OF DIRECTORS

Sec.A22.206.AAELECTION OR APPOINTMENT OF BOARD OF

AAAAAAAAAAAAAAAADIRECTORS
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Sec.A22.207.AAELECTION AND CONTROL BY CERTAIN ENTITIES

Sec.A22.208.AATERM OF OFFICE

Sec.A22.209.AACLASSIFICATION OF DIRECTORS

Sec.A22.210.AAEX OFFICIO MEMBER OF BOARD

Sec.A22.211.AAREMOVAL OF DIRECTOR

Sec.A22.212.AAVACANCY

Sec.A22.213.AAQUORUM

Sec.A22.214.AAACTION BY DIRECTORS

Sec.A22.215.AAVOTING IN PERSON OR BY PROXY

Sec.A22.216.AATERM AND REVOCABILITY OF PROXY

Sec.A22.217.AANOTICE OF MEETING; WAIVER OF NOTICE

Sec.A22.218.AAMANAGEMENT COMMITTEE

Sec.A22.219.AAOTHER COMMITTEES

Sec.A22.220.AAACTION WITHOUT MEETING OF DIRECTORS

AAAAAAAAAAAAAAAAOR COMMITTEE

Sec.A22.221.AAGENERAL STANDARDS FOR DIRECTORS

Sec.A22.222.AARELIGIOUS CORPORATION DIRECTOR’S GOOD

AAAAAAAAAAAAAAAAFAITH RELIANCE ON CERTAIN INFORMATION

Sec.A22.223.AANOT A TRUSTEE

Sec.A22.224.AADELEGATION OF INVESTMENT AUTHORITY

Sec.A22.225.AALOAN TO DIRECTOR PROHIBITED

Sec.A22.226.AADIRECTOR LIABILITY FOR CERTAIN

AAAAAAAAAAAAAAAADISTRIBUTIONS OF ASSETS

Sec.A22.227.AADISSENT TO ACTION

Sec.A22.228.AARELIANCE ON WRITTEN OPINION OF ATTORNEY

Sec.A22.229.AARIGHT TO CONTRIBUTION

Sec.A22.230.AACONTRACTS OR TRANSACTIONS INVOLVING
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AAAAAAAAAAAAAAAAINTERESTED DIRECTORS, OFFICERS, AND

AAAAAAAAAAAAAAAAMEMBERS

Sec.A22.231.AAOFFICERS

Sec.A22.232.AAELECTION OR APPOINTMENT OF OFFICERS

Sec.A22.233.AAAPPLICATION TO CHURCH

Sec.A22.234.AARELIGIOUS CORPORATION OFFICER’S GOOD

AAAAAAAAAAAAAAAAFAITH RELIANCE ON CERTAIN INFORMATION

Sec.A22.235.AAOFFICER LIABILITY

[Sections 22.236-22.250 reserved for expansion]

SUBCHAPTER F. FUNDAMENTAL BUSINESS TRANSACTIONS

Sec.A22.251.AAAPPROVAL OF MERGER

Sec.A22.252.AAAPPROVAL OF SALE OF ALL OR SUBSTANTIALLY

AAAAAAAAAAAAAAAAALL OF ASSETS

Sec.A22.253.AAMEETING OF MEMBERS; NOTICE

Sec.A22.254.AAPLEDGE, MORTGAGE, DEED OF TRUST, OR

AAAAAAAAAAAAAAAATRUST INDENTURE

Sec.A22.255.AACONVEYANCE BY CORPORATION

Sec.A22.256.AAAPPROVAL OF CONVERSION

Sec.A22.257.AAAPPROVAL OF EXCHANGE

[Sections 22.258-22.300 reserved for expansion]

SUBCHAPTER G. WINDING UP AND TERMINATION

Sec.A22.301.AAAPPROVAL OF VOLUNTARY WINDING UP,

AAAAAAAAAAAAAAAAREINSTATEMENT, REVOCATION OF VOLUNTARY

AAAAAAAAAAAAAAAAWINDING UP, OR DISTRIBUTION PLAN

Sec.A22.302.AACERTAIN PROCEDURES FOR APPROVAL

Sec.A22.303.AAMEETING OF MEMBERS; NOTICE

Sec.A22.304.AAAPPLICATION AND DISTRIBUTION OF PROPERTY
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Sec.A22.305.AADISTRIBUTION PLAN

Sec.A22.306.AALIMITED SURVIVAL AFTER NATURAL EXPIRATION

Sec.A22.307.AARESPONSIBILITY FOR WINDING UP

[Sections 22.308-22.350 reserved for expansion]

SUBCHAPTER H. RECORDS AND REPORTS

Sec.A22.351.AAMEMBER’S RIGHT TO INSPECT BOOKS AND

AAAAAAAAAAAAAAAARECORDS

Sec.A22.352.AAFINANCIAL RECORDS AND ANNUAL REPORTS

Sec.A22.353.AAAVAILABILITY OF FINANCIAL INFORMATION

AAAAAAAAAAAAAAAAFOR PUBLIC INSPECTION

Sec.A22.354.AAFAILURE TO MAINTAIN FINANCIAL RECORD

AAAAAAAAAAAAAAAAOR PREPARE ANNUAL REPORT; OFFENSE

Sec.A22.355.AAEXEMPTIONS FROM CERTAIN REQUIREMENTS

AAAAAAAAAAAAAAAARELATING TO FINANCIAL RECORDS AND ANNUAL

AAAAAAAAAAAAAAAAREPORTS

Sec.A22.356.AACORPORATIONS ASSISTING STATE AGENCIES

Sec.A22.357.AAREPORT OF DOMESTIC AND FOREIGN

AAAAAAAAAAAAAAAACORPORATIONS

Sec.A22.358.AANOTICE REGARDING REPORT

Sec.A22.359.AAFILING OF REPORT

Sec.A22.360.AAFAILURE TO FILE REPORT

Sec.A22.361.AANOTICE OF FORFEITURE

Sec.A22.362.AAEFFECT OF FORFEITURE

Sec.A22.363.AAREVIVAL OF RIGHT TO CONDUCT AFFAIRS

Sec.A22.364.AAFAILURE TO REVIVE; TERMINATION OR

AAAAAAAAAAAAAAAAREVOCATION

Sec.A22.365.AAREINSTATEMENT
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[Sections 22.366-22.400 reserved for expansion]

SUBCHAPTER I. CHURCH BENEFITS BOARDS

Sec.A22.401.AADEFINITION

Sec.A22.402.AAPENSIONS AND BENEFITS

Sec.A22.403.AACONTRIBUTIONS

Sec.A22.404.AAPOWER TO ACT AS TRUSTEE

Sec.A22.405.AADOCUMENTS AND AGREEMENTS

Sec.A22.406.AAINDEMNIFICATION

Sec.A22.407.AAPROTECTION OF BENEFITS

Sec.A22.408.AAASSIGNMENT OF BENEFITS

Sec.A22.409.AAINSURANCE CODE NOT APPLICABLE

CHAPTER 23. SPECIAL-PURPOSE CORPORATIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A23.001.AADETERMINATION OF APPLICABLE LAW

Sec.A23.002.AAAPPLICABILITY OF FILING REQUIREMENTS

Sec.A23.003.AADOMESTIC CORPORATION ORGANIZED UNDER

AAAAAAAAAAAAAAAASPECIAL STATUTE

[Sections 23.004-23.050 reserved for expansion]

SUBCHAPTER B. BUSINESS DEVELOPMENT CORPORATIONS

Sec.A23.051.AADEFINITIONS

Sec.A23.052.AAORGANIZERS

Sec.A23.053.AAPURPOSES

Sec.A23.054.AAPOWERS

Sec.A23.055.AASTATEWIDE OPERATION

Sec.A23.056.AACERTIFICATE OF FORMATION

Sec.A23.057.AAMANAGEMENT BY BOARD OF DIRECTORS; NUMBER OF

AAAAAAAAAAAAAAAADIRECTORS
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Sec.A23.058.AAELECTION OR APPOINTMENT OF DIRECTORS

Sec.A23.059.AATERM OF OFFICE; VACANCY

Sec.A23.060.AAOFFICERS

Sec.A23.061.AAPARTICIPATION AS OWNER

Sec.A23.062.AAFINANCIAL INSTITUTION AS MEMBER

AAAAAAAAAAAAAAAAOF CORPORATION

Sec.A23.063.AAWITHDRAWAL OF MEMBER

Sec.A23.064.AAPOWERS OF SHAREHOLDERS AND MEMBERS

Sec.A23.065.AAVOTING BY SHAREHOLDER OR MEMBER

Sec.A23.066.AALOAN TO CORPORATION

Sec.A23.067.AAPROHIBITED LOAN

Sec.A23.068.AALOAN LIMITS

Sec.A23.069.AASURPLUS

Sec.A23.070.AADEPOSITORY

Sec.A23.071.AAANNUAL REPORT; PROVISION OF REQUIRED

AAAAAAAAAAAAAAAAINFORMATION

[Sections 23.072-23.100 reserved for expansion]

SUBCHAPTER C. GRAND LODGES

Sec.A23.101.AAFORMATION

Sec.A23.102.AAAPPLICABILITY OF CHAPTER 22

Sec.A23.103.AADURATION

Sec.A23.104.AASUBORDINATE LODGES

Sec.A23.105.AATRUSTEES AND DIRECTORS

Sec.A23.106.AAFRANCHISE TAXES

Sec.A23.107.AAGENERAL POWERS

Sec.A23.108.AAAUTHORITY REGARDING PROPERTY

Sec.A23.109.AAAUTHORITY REGARDING LOANS
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Sec.A23.110.AAWINDING UP AND TERMINATION OF

AAAAAAAAAAAAAAAASUBORDINATE BODY

TITLE 3. LIMITED LIABILITY COMPANIES

CHAPTER 101. LIMITED LIABILITY COMPANIES

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A101.001.AADEFINITIONS

[Sections 101.002-101.050 reserved for expansion]

SUBCHAPTER B. FORMATION AND GOVERNING DOCUMENTS

Sec.A101.051.AACERTAIN PROVISIONS CONTAINED IN CERTIFICATE

AAAAAAAAAAAAAAAAAOF FORMATION

Sec.A101.052.AACOMPANY AGREEMENT

Sec.A101.053.AAAMENDMENT OF COMPANY AGREEMENT

Sec.A101.054.AAWAIVER OR MODIFICATION OF CERTAIN

AAAAAAAAAAAAAAAAASTATUTORY PROVISIONS PROHIBITED;

AAAAAAAAAAAAAAAAAEXCEPTIONS

[Sections 101.055-101.100 reserved for expansion]

SUBCHAPTER C. MEMBERSHIP

Sec.A101.101.AAMEMBERS REQUIRED

Sec.A101.102.AAQUALIFICATION FOR MEMBERSHIP

Sec.A101.103.AAEFFECTIVE DATE OF MEMBERSHIP

Sec.A101.104.AACLASSES OR GROUPS OF MEMBERS OR MEMBERSHIP

AAAAAAAAAAAAAAAAAINTERESTS

Sec.A101.105.AAISSUANCE OF MEMBERSHIP INTERESTS AFTER

AAAAAAAAAAAAAAAAAFORMATION OF COMPANY

Sec.A101.106.AANATURE OF MEMBERSHIP INTEREST

Sec.A101.107.AAWITHDRAWAL OR EXPULSION OF MEMBER

AAAAAAAAAAAAAAAAAPROHIBITED
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Sec.A101.108.AAASSIGNMENT OF MEMBERSHIP INTEREST

Sec.A101.109.AARIGHTS AND DUTIES OF ASSIGNEE OF

AAAAAAAAAAAAAAAAAMEMBERSHIP INTEREST BEFORE MEMBERSHIP

Sec.A101.110.AARIGHTS AND LIABILITIES OF ASSIGNEE OF

AAAAAAAAAAAAAAAAAMEMBERSHIP INTEREST AFTER BECOMING

AAAAAAAAAAAAAAAAAMEMBER

Sec.A101.111.AARIGHTS AND DUTIES OF ASSIGNOR OF MEMBERSHIP

AAAAAAAAAAAAAAAAAINTEREST

Sec.A101.112.AAJUDGMENT CREDITOR; CHARGE OF MEMBERSHIP

AAAAAAAAAAAAAAAAAINTEREST

Sec.A101.113.AAPARTIES TO ACTIONS

Sec.A101.114.AALIABILITY FOR OBLIGATIONS

[Sections 101.115-101.150 reserved for expansion]

SUBCHAPTER D. CONTRIBUTIONS

Sec.A101.151.AAREQUIREMENTS FOR ENFORCEABLE PROMISE

Sec.A101.152.AAENFORCEABLE PROMISE NOT AFFECTED BY CHANGE

AAAAAAAAAAAAAAAAAIN CIRCUMSTANCES

Sec.A101.153.AAFAILURE TO PERFORM ENFORCEABLE PROMISE;

AAAAAAAAAAAAAAAAACONSEQUENCES

Sec.A101.154.AACONSENT REQUIRED TO RELEASE

AAAAAAAAAAAAAAAAAENFORCEABLE OBLIGATION

Sec.A101.155.AACREDITOR’S RIGHT TO ENFORCE CERTAIN

AAAAAAAAAAAAAAAAAOBLIGATIONS

Sec.A101.156.AAREQUIREMENTS TO ENFORCE CONDITIONAL

AAAAAAAAAAAAAAAAAOBLIGATION

[Sections 101.157-101.200 reserved for expansion]

SUBCHAPTER E. ALLOCATIONS AND DISTRIBUTIONS
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Sec.A101.201.AAALLOCATION OF PROFITS AND LOSSES

Sec.A101.202.AADISTRIBUTION IN KIND

Sec.A101.203.AASHARING OF DISTRIBUTIONS

Sec.A101.204.AAINTERIM DISTRIBUTIONS

Sec.A101.205.AADISTRIBUTION ON WITHDRAWAL

Sec.A101.206.AAPROHIBITED DISTRIBUTION; DUTY TO

AAAAAAAAAAAAAAAAARETURN

Sec.A101.207.AACREDITOR STATUS WITH RESPECT TO

AAAAAAAAAAAAAAAAADISTRIBUTION

[Sections 101.208-101.250 reserved for expansion]

SUBCHAPTER F. MANAGEMENT

Sec.A101.251.AAMEMBERSHIP

Sec.A101.252.AAMANAGEMENT BY GOVERNING AUTHORITY

Sec.A101.253.AADESIGNATION OF COMMITTEES; DELEGATION

AAAAAAAAAAAAAAAAAOF AUTHORITY

Sec.A101.254.AADESIGNATION OF AGENTS; BINDING ACTS

Sec.A101.255.AACONTRACTS OR TRANSACTIONS INVOLVING

AAAAAAAAAAAAAAAAAINTERESTED GOVERNING PERSONS OR

AAAAAAAAAAAAAAAAAOFFICERS

[Sections 101.256-101.300 reserved for expansion]

SUBCHAPTER G. MANAGERS

Sec.A101.301.AAAPPLICABILITY OF SUBCHAPTER

Sec.A101.302.AANUMBER AND QUALIFICATIONS

Sec.A101.303.AATERM

Sec.A101.304.AAREMOVAL

Sec.A101.305.AAMANAGER VACANCY

Sec.A101.306.AAREMOVAL AND REPLACEMENT OF MANAGER
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AAAAAAAAAAAAAAAAAELECTED BY CLASS OR GROUP

Sec.A101.307.AAMETHODS OF CLASSIFYING MANAGERS

[Sections 101.308-101.350 reserved for expansion]

SUBCHAPTER H. MEETINGS AND VOTING

Sec.A101.351.AAAPPLICABILITY OF SUBCHAPTER

Sec.A101.352.AAGENERAL NOTICE REQUIREMENTS

Sec.A101.353.AAQUORUM

Sec.A101.354.AAEQUAL VOTING RIGHTS

Sec.A101.355.AAACT OF GOVERNING AUTHORITY, MEMBERS,

AAAAAAAAAAAAAAAAAOR COMMITTEE

Sec.A101.356.AAVOTES REQUIRED TO APPROVE CERTAIN ACTIONS

Sec.A101.357.AAMANNER OF VOTING

Sec.A101.358.AAACTION BY LESS THAN UNANIMOUS WRITTEN

AAAAAAAAAAAAAAAAACONSENT

[Sections 101.359-101.400 reserved for expansion]

SUBCHAPTER I. MODIFICATION OF DUTIES; INDEMNIFICATION

Sec.A101.401.AAEXPANSION OR RESTRICTION OF DUTIES

AAAAAAAAAAAAAAAAAAND LIABILITIES

Sec.A101.402.AAPERMISSIVE INDEMNIFICATION, ADVANCEMENT

AAAAAAAAAAAAAAAAAOF EXPENSES, AND INSURANCE OR OTHER

AAAAAAAAAAAAAAAAAARRANGEMENTS

[Sections 101.403-101.450 reserved for expansion]

SUBCHAPTER J. DERIVATIVE PROCEEDINGS

Sec.A101.451.AADEFINITIONS

Sec.A101.452.AASTANDING TO BRING PROCEEDING

Sec.A101.453.AADEMAND

Sec.A101.454.AADETERMINATION BY GOVERNING OR
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AAAAAAAAAAAAAAAAAINDEPENDENT PERSONS

Sec.A101.455.AASTAY OF PROCEEDING

Sec.A101.456.AADISCOVERY

Sec.A101.457.AATOLLING OF STATUTE OF LIMITATIONS

Sec.A101.458.AADISMISSAL OF DERIVATIVE PROCEEDING

Sec.A101.459.AAALLEGATIONS IF DEMAND REJECTED

Sec.A101.460.AADISCONTINUANCE OR SETTLEMENT

Sec.A101.461.AAPAYMENT OF EXPENSES

Sec.A101.462.AAAPPLICATION TO FOREIGN LIMITED LIABILITY

AAAAAAAAAAAAAAAAACOMPANIES

Sec.A101.463.AACLOSELY HELD LIMITED LIABILITY COMPANY

[Sections 101.464-101.500 reserved for expansion]

SUBCHAPTER K. SUPPLEMENTAL RECORDKEEPING REQUIREMENTS

Sec.A101.501.AASUPPLEMENTAL RECORDS REQUIRED FOR

AAAAAAAAAAAAAAAAALIMITED LIABILITY COMPANIES

Sec.A101.502.AARIGHT TO EXAMINE RECORDS AND CERTAIN

AAAAAAAAAAAAAAAAAOTHER INFORMATION

[Sections 101.503-101.550 reserved for expansion]

SUBCHAPTER L. SUPPLEMENTAL WINDING UP AND TERMINATION

PROVISIONS

Sec.A101.551.AAPERSONS ELIGIBLE TO WIND UP COMPANY

Sec.A101.552.AAAPPROVAL OF VOLUNTARY WINDING UP,

AAAAAAAAAAAAAAAAAREVOCATION, CANCELLATION, OR

AAAAAAAAAAAAAAAAAREINSTATEMENT

TITLE 4. PARTNERSHIPS

CHAPTER 151. GENERAL PROVISIONS

Sec.A151.001.AADEFINITIONS
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Sec.A151.002.AAKNOWLEDGE OF FACT

Sec.A151.003.AANOTICE OF FACT

CHAPTER 152. GENERAL PARTNERSHIPS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A152.001.AADEFINITIONS

Sec.A152.002.AAEFFECT OF PARTNERSHIP AGREEMENT;

AAAAAAAAAAAAAAAAANONWAIVABLE AND VARIABLE

AAAAAAAAAAAAAAAAAPROVISIONS

Sec.A152.003.AASUPPLEMENTAL PRINCIPLES OF LAW

Sec.A152.004.AARULE OF STATUTORY CONSTRUCTION NOT

AAAAAAAAAAAAAAAAAAPPLICABLE

Sec.A152.005.AAAPPLICABLE INTEREST RATE

[Sections 152.006-152.050 reserved for expansion]

SUBCHAPTER B. NATURE AND CREATION OF PARTNERSHIP

Sec.A152.051.AAPARTNERSHIP DEFINED

Sec.A152.052.AARULES FOR DETERMINING IF PARTNERSHIP IS

AAAAAAAAAAAAAAAAACREATED

Sec.A152.053.AAQUALIFICATIONS TO BE PARTNER; NONPARTNER ’S

AAAAAAAAAAAAAAAAALIABILITY TO THIRD PERSON

Sec.A152.054.AAFALSE REPRESENTATION OF PARTNERSHIP OR

AAAAAAAAAAAAAAAAAPARTNER

Sec.A152.055.AAAUTHORITY OF CERTAIN PROFESSIONALS TO

AAAAAAAAAAAAAAAAACREATE PARTNERSHIP

Sec.A152.056.AAPARTNERSHIP AS ENTITY

[Sections 152.057-152.100 reserved for expansion]

SUBCHAPTER C. PARTNERSHIP PROPERTY

Sec.A152.101.AANATURE OF PARTNERSHIP PROPERTY
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Sec.A152.102.AACLASSIFICATION AS PARTNERSHIP PROPERTY

[Sections 152.103-152.200 reserved for expansion]

SUBCHAPTER D. RELATIONSHIP BETWEEN PARTNERS AND BETWEEN

PARTNERS AND PARTNERSHIPS

Sec.A152.201.AAADMISSION AS PARTNER

Sec.A152.202.AACREDITS OF AND CHARGES TO PARTNER

Sec.A152.203.AARIGHTS AND DUTIES OF PARTNER

Sec.A152.204.AAGENERAL STANDARDS OF PARTNER’S CONDUCT

Sec.A152.205.AAPARTNER’S DUTY OF LOYALTY

Sec.A152.206.AAPARTNER’S DUTY OF CARE

Sec.A152.207.AASTANDARDS OF CONDUCT APPLICABLE TO PERSON

AAAAAAAAAAAAAAAAAWINDING UP PARTNERSHIP BUSINESS

Sec.A152.208.AAAMENDMENT TO PARTNERSHIP AGREEMENT

Sec.A152.209.AADECISION-MAKING REQUIREMENT

Sec.A152.210.AAPARTNER’S LIABILITY TO PARTNERSHIP AND

AAAAAAAAAAAAAAAAAOTHER PARTNERS

Sec.A152.211.AAREMEDIES OF PARTNERSHIP AND PARTNERS

Sec.A152.212.AABOOKS AND RECORDS OF PARTNERSHIP

Sec.A152.213.AAINFORMATION REGARDING PARTNERSHIP

Sec.A152.214.AACERTAIN THIRD-PARTY OBLIGATIONS NOT

AAAAAAAAAAAAAAAAAAFFECTED

[Sections 152.215-152.300 reserved for expansion]

SUBCHAPTER E. RELATIONSHIP BETWEEN PARTNERS AND OTHER PERSONS

Sec.A152.301.AAPARTNER AS AGENT

Sec.A152.302.AABINDING EFFECT OF PARTNER’S ACTION

Sec.A152.303.AALIABILITY OF PARTNERSHIP FOR CONDUCT OF

AAAAAAAAAAAAAAAAAPARTNER
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Sec.A152.304.AANATURE OF PARTNER ’S LIABILITY

Sec.A152.305.AAREMEDY

Sec.A152.306.AAENFORCEMENT OF REMEDY

Sec.A152.307.AAEXTENSION OF CREDIT IN RELIANCE ON

AAAAAAAAAAAAAAAAAFALSE REPRESENTATION

[Sections 152.308-152.400 reserved for expansion]

SUBCHAPTER F. TRANSFER OF PARTNERSHIP INTERESTS

Sec.A152.401.AATRANSFER OF PARTNERSHIP INTEREST

Sec.A152.402.AAGENERAL EFFECT OF TRANSFER

Sec.A152.403.AAEFFECT OF TRANSFER ON TRANSFEROR

Sec.A152.404.AARIGHTS AND DUTIES OF TRANSFEREE

Sec.A152.405.AAPOWER TO EFFECT TRANSFER OR GRANT

AAAAAAAAAAAAAAAAAOF SECURITY INTEREST

Sec.A152.406.AAEFFECT OF DEATH OR DIVORCE ON

AAAAAAAAAAAAAAAAAPARTNERSHIP INTEREST

[Sections 152.407-152.500 reserved for expansion]

SUBCHAPTER G. WITHDRAWAL OF PARTNER

Sec.A152.501.AAEVENTS OF WITHDRAWAL

Sec.A152.502.AAEFFECT OF EVENT OF WITHDRAWAL ON

AAAAAAAAAAAAAAAAAPARTNERSHIP AND OTHER PARTNERS

Sec.A152.503.AAWRONGFUL WITHDRAWAL; LIABILITY

Sec.A152.504.AAWITHDRAWN PARTNER’S POWER TO BIND

AAAAAAAAAAAAAAAAAPARTNERSHIP

Sec.A152.505.AAEFFECT OF WITHDRAWAL ON PARTNER’S EXISTING

AAAAAAAAAAAAAAAAALIABILITY

Sec.A152.506.AALIABILITY OF WITHDRAWN PARTNER TO THIRD

AAAAAAAAAAAAAAAAAPARTY
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[Sections 152.507-152.600 reserved for expansion]

SUBCHAPTER H. REDEMPTION OF WITHDRAWING PARTNER’S OR

TRANSFEREE ’S INTEREST

Sec.A152.601.AAREDEMPTION IF PARTNERSHIP NOT WOUND

AAAAAAAAAAAAAAAAAUP

Sec.A152.602.AAREDEMPTION PRICE

Sec.A152.603.AACONTRIBUTION OBLIGATION

Sec.A152.604.AASETOFF FOR CERTAIN DAMAGES

Sec.A152.605.AAACCRUAL OF INTEREST

Sec.A152.606.AAINDEMNIFICATION FOR CERTAIN LIABILITY

Sec.A152.607.AADEMAND OR PAYMENT OF ESTIMATED

AAAAAAAAAAAAAAAAAREDEMPTION

Sec.A152.608.AADEFERRED PAYMENT ON WRONGFUL

AAAAAAAAAAAAAAAAAWITHDRAWAL

Sec.A152.609.AAACTION TO DETERMINE TERMS OF

AAAAAAAAAAAAAAAAAREDEMPTION

Sec.A152.610.AADEFERRED PAYMENT ON WINDING UP

AAAAAAAAAAAAAAAAAPARTNERSHIP

Sec.A152.611.AAREDEMPTION OF TRANSFEREE ’S PARTNERSHIP

AAAAAAAAAAAAAAAAAINTEREST

Sec.A152.612.AAACTION TO DETERMINE TRANSFEREE ’S

AAAAAAAAAAAAAAAAAREDEMPTION PRICE

[Sections 152.613-152.700 reserved for expansion]

SUBCHAPTER I. SUPPLEMENTAL WINDING UP AND

TERMINATION PROVISIONS

Sec.A152.701.AAEFFECT OF EVENT REQUIRING WINDING UP

Sec.A152.702.AAPERSONS ELIGIBLE TO WIND UP PARTNERSHIP
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AAAAAAAAAAAAAAAAABUSINESS

Sec.A152.703.AARIGHTS AND DUTIES OF PERSON WINDING

AAAAAAAAAAAAAAAAAUP PARTNERSHIP BUSINESS

Sec.A152.704.AABINDING EFFECT OF PARTNER’S ACTION AFTER EVENT

AAAAAAAAAAAAAAAAAREQUIRING WINDING UP

Sec.A152.705.AAPARTNER’S LIABILITY TO OTHER PARTNERS AFTER

AAAAAAAAAAAAAAAAAEVENT REQUIRING WINDING UP

Sec.A152.706.AADISPOSITION OF ASSETS

Sec.A152.707.AASETTLEMENT OF ACCOUNTS

Sec.A152.708.AACONTRIBUTIONS TO DISCHARGE OBLIGATIONS

Sec.A152.709.AACONTINUATION OF PARTNERSHIP

Sec.A152.710.AAREINSTATEMENT

[Sections 152.711-152.800 reserved for expansion]

SUBCHAPTER J. LIMITED LIABILITY PARTNERSHIPS

Sec.A152.801.AALIABILITY OF PARTNER

Sec.A152.802.AAREGISTRATION

Sec.A152.803.AANAME

Sec.A152.804.AAINSURANCE OR FINANCIAL RESPONSIBILITY

Sec.A152.805.AALIMITED PARTNERSHIP

[Sections 152.806-152.900 reserved for expansion]

SUBCHAPTER K. FOREIGN LIMITED LIABILITY PARTNERSHIPS

Sec.A152.901.AAGENERAL

Sec.A152.902.AANAME

Sec.A152.903.AAACTIVITIES NOT CONSTITUTING TRANSACTING

AAAAAAAAAAAAAAAAABUSINESS

Sec.A152.904.AAREGISTERED AGENT

Sec.A152.905.AASTATEMENT OF FOREIGN QUALIFICATION
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Sec.A152.906.AACANCELLATION OF REGISTRATION

Sec.A152.907.AAEFFECT OF CERTIFICATE OF CANCELLATION

Sec.A152.908.AARENEWAL OF REGISTRATION

Sec.A152.909.AAACTION BY SECRETARY OF STATE

Sec.A152.910.AAEFFECT OF FAILURE TO QUALIFY

Sec.A152.911.AAAMENDMENT

Sec.A152.912.AAEXECUTION OF APPLICATION FOR AMENDMENT

Sec.A152.913.AAEXECUTION OF STATEMENT OF CHANGE OF

AAAAAAAAAAAAAAAAAREGISTERED OFFICE OR REGISTERED AGENT

CHAPTER 153. LIMITED PARTNERSHIPS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A153.001.AADEFINITION

Sec.A153.002.AACONSTRUCTION

Sec.A153.003.AAAPPLICABILITY OF OTHER LAWS

Sec.A153.004.AANONWAIVABLE TITLE 1 PROVISIONS

Sec.A153.005.AAWAIVER OR MODIFICATION OF RIGHTS OF THIRD

AAAAAAAAAAAAAAAAAPARTIES

[Sections 153.006-153.050 reserved for expansion]

SUBCHAPTER B. SUPPLEMENTAL PROVISIONS REGARDING AMENDMENT

TO CERTIFICATE OF FORMATION

Sec.A153.051.AAREQUIRED AMENDMENT TO CERTIFICATE OF

AAAAAAAAAAAAAAAAAFORMATION

Sec.A153.052.AADISCRETIONARY AMENDMENT TO CERTIFICATE OF

AAAAAAAAAAAAAAAAAFORMATION

[Sections 153.053-153.100 reserved for expansion]

SUBCHAPTER C. LIMITED PARTNERS

Sec.A153.101.AAADMISSION OF LIMITED PARTNERS
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Sec.A153.102.AALIABILITY TO THIRD PARTIES

Sec.A153.103.AAACTIONS NOT CONSTITUTING PARTICIPATION IN

AAAAAAAAAAAAAAAAABUSINESS FOR LIABILITY PURPOSES

Sec.A153.104.AAENUMERATION OF ACTIONS NOT EXCLUSIVE

Sec.A153.105.AACREATION OF RIGHTS

Sec.A153.106.AAERRONEOUS BELIEF OF CONTRIBUTOR BEING

AAAAAAAAAAAAAAAAALIMITED PARTNER

Sec.A153.107.AASTATEMENT REQUIRED FOR LIABILITY

AAAAAAAAAAAAAAAAAPROTECTION

Sec.A153.108.AAREQUIREMENTS FOR LIABILITY PROTECTION

AAAAAAAAAAAAAAAAAFOLLOWING EXPIRATION OF STATEMENT

Sec.A153.109.AALIABILITY OF ERRONEOUS CONTRIBUTOR

Sec.A153.110.AAWITHDRAWAL OF LIMITED PARTNER

Sec.A153.111.AADISTRIBUTION ON WITHDRAWAL

Sec.A153.112.AARECEIPT OF WRONGFUL DISTRIBUTION

Sec.A153.113.AAPOWERS OF ESTATE OF LIMITED PARTNER WHO IS

AAAAAAAAAAAAAAAAADECEASED OR INCAPACITATED

[Sections 153.114-153.150 reserved for expansion]

SUBCHAPTER D. GENERAL PARTNERS

Sec.A153.151.AAADMISSION OF ADDITIONAL GENERAL PARTNERS

Sec.A153.152.AAGENERAL POWERS AND LIABILITIES OF GENERAL

AAAAAAAAAAAAAAAAAPARTNER

Sec.A153.153.AAPOWERS AND LIABILITIES OF PERSON WHO IS BOTH

AAAAAAAAAAAAAAAAAGENERAL PARTNER AND LIMITED

AAAAAAAAAAAAAAAAAPARTNER

Sec.A153.154.AACONTRIBUTIONS BY AND DISTRIBUTIONS TO GENERAL

AAAAAAAAAAAAAAAAAPARTNER
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Sec.A153.155.AAWITHDRAWAL OF GENERAL PARTNER

Sec.A153.156.AANOTICE OF EVENT OF WITHDRAWAL

Sec.A153.157.AAWITHDRAWAL OF GENERAL PARTNER IN

AAAAAAAAAAAAAAAAAVIOLATION OF PARTNERSHIP AGREEMENT

Sec.A153.158.AAEFFECT OF WITHDRAWAL

Sec.A153.159.AACONVERSION OF PARTNERSHIP INTEREST

AAAAAAAAAAAAAAAAAAFTER WITHDRAWAL

Sec.A153.160.AAEFFECT OF CONVERSION OF PARTNERSHIP

AAAAAAAAAAAAAAAAAINTEREST

Sec.A153.161.AALIABILITY OF GENERAL PARTNER FOR DEBT

AAAAAAAAAAAAAAAAAINCURRED AFTER EVENT OF WITHDRAWAL

Sec.A153.162.AALIABILITY FOR WRONGFUL WITHDRAWAL

[Sections 153.163-153.200 reserved for expansion]

SUBCHAPTER E. FINANCES

Sec.A153.201.AAFORM OF CONTRIBUTION

Sec.A153.202.AAENFORCEABILITY OF PROMISE TO MAKE

AAAAAAAAAAAAAAAAACONTRIBUTION

Sec.A153.203.AARELEASE OF OBLIGATION TO PARTNERSHIP

Sec.A153.204.AAENFORCEABILITY OF OBLIGATION

Sec.A153.205.AAREQUIREMENTS TO ENFORCE CONDITIONAL

AAAAAAAAAAAAAAAAAOBLIGATION

Sec.A153.206.AAALLOCATION OF PROFITS AND LOSSES

Sec.A153.207.AARIGHT TO DISTRIBUTION

Sec.A153.208.AASHARING OF DISTRIBUTIONS

Sec.A153.209.AAINTERIM DISTRIBUTIONS

Sec.A153.210.AALIMITATION ON DISTRIBUTION

[Sections 153.211-153.250 reserved for expansion]
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SUBCHAPTER F. PARTNERSHIP INTEREST

Sec.A153.251.AAASSIGNMENT OF PARTNERSHIP INTEREST

Sec.A153.252.AARIGHTS OF ASSIGNOR

Sec.A153.253.AARIGHTS OF ASSIGNEE

Sec.A153.254.AALIABILITY OF ASSIGNEE

Sec.A153.255.AALIABILITY OF ASSIGNOR

Sec.A153.256.AACHARGE IN PAYMENT OF JUDGMENT CREDITOR

Sec.A153.257.AAEXEMPTION LAWS APPLICABLE TO PARTNERSHIP

AAAAAAAAAAAAAAAAAINTEREST NOT AFFECTED

[Sections 153.258-153.300 reserved for expansion]

SUBCHAPTER G. REPORTS

Sec.A153.301.AAPERIODIC REPORT

Sec.A153.302.AAFORM AND CONTENTS OF REPORT

Sec.A153.303.AAFILING FEE

Sec.A153.304.AADELIVERY OF REPORT

Sec.A153.305.AAACTION BY SECRETARY OF STATE

Sec.A153.306.AAEFFECT OF FILING REPORT

Sec.A153.307.AAEFFECT OF FAILURE TO FILE REPORT

Sec.A153.308.AANOTICE OF FORFEITURE OF RIGHT TO

AAAAAAAAAAAAAAAAATRANSACT BUSINESS

Sec.A153.309.AAEFFECT OF FORFEITURE OF RIGHT TO

AAAAAAAAAAAAAAAAATRANSACT BUSINESS

Sec.A153.310.AAREVIVAL OF RIGHT TO TRANSACT BUSINESS

Sec.A153.311.AACANCELLATION OF CERTIFICATE OR

AAAAAAAAAAAAAAAAAREGISTRATION AFTER FORFEITURE

Sec.A153.312.AAREINSTATEMENT OF CERTIFICATE OF

AAAAAAAAAAAAAAAAAFORMATION OR REGISTRATION
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[Sections 153.313-153.350 reserved for expansion]

SUBCHAPTER H. LIMITED PARTNERSHIP AS LIMITED

LIABILITY PARTNERSHIP

Sec.A153.351.AAREQUIREMENTS

Sec.A153.352.AAAPPLICABILITY OF OTHER REQUIREMENTS

Sec.A153.353.AALAW APPLICABLE TO PARTNERS

[Sections 153.354-153.400 reserved for expansion]

SUBCHAPTER I. DERIVATIVE ACTIONS

Sec.A153.401.AARIGHT TO BRING ACTION

Sec.A153.402.AAPROPER PLAINTIFF

Sec.A153.403.AAPLEADING

Sec.A153.404.AASECURITY FOR EXPENSES OF DEFENDANTS

Sec.A153.405.AAEXPENSES OF PLAINTIFF

[Sections 153.406-153.450 reserved for expansion]

SUBCHAPTER J. CANCELLATION OF CERTIFICATE OF FORMATION

Sec.A153.451.AACERTIFICATE OF CANCELLATION

Sec.A153.452.AACONTENTS OF CERTIFICATE OF CANCELLATION

[Sections 153.453-153.500 reserved for expansion]

SUBCHAPTER K. SUPPLEMENTAL WINDING UP AND TERMINATION

PROVISIONS

Sec.A153.501.AACONTINUATION WITHOUT WINDING UP

Sec.A153.502.AAWINDING UP PROCEDURES

Sec.A153.503.AAPOWERS OF PERSON CONDUCTING WIND UP

Sec.A153.504.AADISPOSITION OF ASSETS

[Sections 153.505-153.550 reserved for expansion]

SUBCHAPTER L. MISCELLANEOUS PROVISIONS

Sec.A153.551.AARECORDS
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Sec.A153.552.AAEXAMINATION OF RECORDS AND INFORMATION

Sec.A153.553.AAEXECUTION OF CERTAIN FILINGS

Sec.A153.554.AAEXECUTION, AMENDMENT, OR CANCELLATION BY

AAAAAAAAAAAAAAAAAJUDICIAL ORDER

Sec.A153.555.AAPERMITTED TRANSFER IN CONNECTION WITH

AAAAAAAAAAAAAAAAARACETRACK LICENSE

CHAPTER 154. PROVISIONS APPLICABLE TO BOTH

GENERAL AND LIMITED PARTNERSHIPS

SUBCHAPTER A. PARTNERSHIP INTERESTS

Sec.A154.001.AANATURE OF PARTNER ’S PARTNERSHIP INTEREST

Sec.A154.002.AATRANSFER OF INTEREST IN PARTNERSHIP

AAAAAAAAAAAAAAAAAPROPERTY PROHIBITED

[Sections 154.003-154.100 reserved for expansion]

SUBCHAPTER B. PARTNERSHIP AGREEMENT

Sec.A154.101.AACLASS OR GROUP OF PARTNERS

Sec.A154.102.AAPROVISIONS RELATING TO VOTING

Sec.A154.103.AANOTICE OF ACTION BY CONSENT WITHOUT A

AAAAAAAAAAAAAAAAAMEETING

[Sections 154.104-154.200 reserved for expansion]

SUBCHAPTER C. PARTNERSHIP TRANSACTIONS AND RELATIONSHIPS

Sec.A154.201.AABUSINESS TRANSACTIONS BETWEEN

AAAAAAAAAAAAAAAAAPARTNER AND PARTNERSHIP

Sec.A154.202.AAEFFECT OF PARTNER CHANGE ON

AAAAAAAAAAAAAAAAARELATIONSHIP BETWEEN PARTNERSHIP AND

AAAAAAAAAAAAAAAAACREDITORS

Sec.A154.203.AADISTRIBUTIONS IN KIND

TITLE 5. REAL ESTATE INVESTMENT TRUSTS
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CHAPTER 200. REAL ESTATE INVESTMENT TRUSTS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A200.001.AADEFINITION

Sec.A200.002.AAAPPLICABILITY OF CHAPTER

Sec.A200.003.AACONFLICT WITH OTHER LAW

Sec.A200.004.AAULTRA VIRES ACTS

Sec.A200.005.AASUPPLEMENTARY POWERS OF REAL ESTATE

AAAAAAAAAAAAAAAAAINVESTMENT TRUST

Sec.A200.006.AAREQUIREMENT THAT FILING INSTRUMENT BE

AAAAAAAAAAAAAAAAASIGNED BY OFFICER

[Sections 200.007-200.050 reserved for expansion]

SUBCHAPTER B. FORMATION AND GOVERNING DOCUMENTS

Sec.A200.051.AADECLARATION OF TRUST

Sec.A200.052.AANO PROPERTY RIGHT IN CERTIFICATE OF

AAAAAAAAAAAAAAAAAFORMATION

Sec.A200.053.AAPROCEDURES TO ADOPT AMENDMENT TO

AAAAAAAAAAAAAAAAACERTIFICATE OF FORMATION

Sec.A200.054.AAADOPTION OF AMENDMENT BY TRUST

AAAAAAAAAAAAAAAAAMANAGERS

Sec.A200.055.AAADOPTION OF AMENDMENT BY

AAAAAAAAAAAAAAAAASHAREHOLDERS

Sec.A200.056.AANOTICE OF AND MEETING TO CONSIDER PROPOSED

AAAAAAAAAAAAAAAAAAMENDMENT

Sec.A200.057.AAADOPTION OF RESTATED CERTIFICATE OF

AAAAAAAAAAAAAAAAAFORMATION

Sec.A200.058.AABYLAWS

Sec.A200.059.AADUAL AUTHORITY
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Sec.A200.060.AAORGANIZATION MEETING

[Sections 200.061-200.100 reserved for expansion]

SUBCHAPTER C. SHARES

Sec.A200.101.AANUMBER

Sec.A200.102.AACLASSIFICATION OF SHARES

Sec.A200.103.AACLASSES OF SHARES ESTABLISHED BY TRUST

AAAAAAAAAAAAAAAAAMANAGERS

Sec.A200.104.AAISSUANCE OF SHARES

Sec.A200.105.AATYPES OF CONSIDERATION FOR ISSUANCE OF

AAAAAAAAAAAAAAAAASHARES

Sec.A200.106.AADETERMINATION OF CONSIDERATION FOR SHARES

Sec.A200.107.AAAMOUNT OF CONSIDERATION FOR ISSUANCE OF

AAAAAAAAAAAAAAAAASHARES WITH PAR VALUE

Sec.A200.108.AAVALUE OF CONSIDERATION

Sec.A200.109.AALIABILITY OF ASSIGNEE OR TRANSFEREE

Sec.A200.110.AASUBSCRIPTIONS

Sec.A200.111.AAPREFORMATION SUBSCRIPTION

Sec.A200.112.AACOMMITMENT IN CONNECTION WITH PURCHASE OF

AAAAAAAAAAAAAAAAASHARES

Sec.A200.113.AASUPPLEMENTAL REQUIRED RECORDS

[Sections 200.114-200.150 reserved for expansion]

SUBCHAPTER D. SHAREHOLDER RIGHTS AND RESTRICTIONS

Sec.A200.151.AAREGISTERED HOLDERS AS OWNERS

Sec.A200.152.AANO STATUTORY PREEMPTIVE RIGHT UNLESS

AAAAAAAAAAAAAAAAASPECIFICALLY PROVIDED BY CERTIFICATE OF

AAAAAAAAAAAAAAAAAFORMATION

Sec.A200.153.AACHARACTERIZATION AND TRANSFER OF SHARES
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AAAAAAAAAAAAAAAAAAND OTHER SECURITIES

Sec.A200.154.AARESTRICTION ON TRANSFER OF SHARES AND OTHER

AAAAAAAAAAAAAAAAASECURITIES

Sec.A200.155.AAVALID RESTRICTION ON TRANSFER

Sec.A200.156.AABYLAW OR AGREEMENT RESTRICTING TRANSFER OF

AAAAAAAAAAAAAAAAASHARES OR OTHER SECURITIES

Sec.A200.157.AAENFORCEABILITY OF RESTRICTION ON TRANSFER

AAAAAAAAAAAAAAAAAOF CERTAIN SECURITIES

Sec.A200.158.AAJOINT OWNERSHIP OF SHARES

Sec.A200.159.AALIABILITY FOR DESIGNATING OWNER OF

AAAAAAAAAAAAAAAAASHARES

Sec.A200.160.AALIABILITY REGARDING JOINT OWNERSHIP OF

AAAAAAAAAAAAAAAAASHARES

Sec.A200.161.AALIMITATION OF LIABILITY FOR OBLIGATIONS

Sec.A200.162.AAPREEMPTION OF LIABILITY

Sec.A200.163.AAEXCEPTIONS TO LIMITATIONS

Sec.A200.164.AAPLEDGEES AND TRUST ADMINISTRATORS

[Sections 200.165-200.200 reserved for expansion]

SUBCHAPTER E. DISTRIBUTIONS AND SHARE DIVIDENDS

Sec.A200.201.AAAUTHORITY FOR DISTRIBUTIONS

Sec.A200.202.AALIMITATIONS ON DISTRIBUTIONS

Sec.A200.203.AAPRIORITY OF DISTRIBUTIONS

Sec.A200.204.AARESERVES, DESIGNATIONS, AND ALLOCATIONS

AAAAAAAAAAAAAAAAAFROM SURPLUS

Sec.A200.205.AAAUTHORITY FOR SHARE DIVIDENDS

Sec.A200.206.AALIMITATIONS ON SHARE DIVIDENDS

Sec.A200.207.AAVALUE OF SHARES ISSUED AS SHARE
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AAAAAAAAAAAAAAAAADIVIDENDS

Sec.A200.208.AATRANSFER OF SURPLUS FOR SHARE

AAAAAAAAAAAAAAAAADIVIDENDS

Sec.A200.209.AADETERMINATION OF SOLVENCY, NET ASSETS,

AAAAAAAAAAAAAAAAASTATED CAPITAL, AND SURPLUS

Sec.A200.210.AADATE OF DETERMINATION OF SURPLUS

Sec.A200.211.AASPLIT-UP OR DIVISION OF SHARES

[Sections 200.212-200.250 reserved for expansion]

SUBCHAPTER F. SHAREHOLDERS’ MEETINGS; VOTING AND QUORUM

Sec.A200.251.AAANNUAL MEETING

Sec.A200.252.AASPECIAL MEETINGS

Sec.A200.253.AANOTICE OF MEETING

Sec.A200.254.AACLOSING OF SHARE TRANSFER RECORDS

Sec.A200.255.AARECORD DATE FOR WRITTEN CONSENT TO

AAAAAAAAAAAAAAAAAACTION

Sec.A200.256.AARECORD DATE FOR PURPOSE OTHER THAN WRITTEN

AAAAAAAAAAAAAAAAACONSENT TO ACTION

Sec.A200.257.AAQUORUM

Sec.A200.258.AAVOTING IN ELECTION OF TRUST MANAGERS

Sec.A200.259.AACUMULATIVE VOTING IN ELECTION OF TRUST

AAAAAAAAAAAAAAAAAMANAGERS

Sec.A200.260.AAVOTING ON MATTERS OTHER THAN ELECTION OF

AAAAAAAAAAAAAAAAATRUST MANAGERS

Sec.A200.261.AAVOTE REQUIRED TO APPROVE FUNDAMENTAL

AAAAAAAAAAAAAAAAAACTION

Sec.A200.262.AACHANGES IN VOTE REQUIRED FOR

AAAAAAAAAAAAAAAAACERTAIN MATTERS
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Sec.A200.263.AANUMBER OF VOTES PER SHARE

Sec.A200.264.AAVOTING IN PERSON OR BY PROXY

Sec.A200.265.AATERM OF PROXY

Sec.A200.266.AAREVOCABILITY OF PROXY

Sec.A200.267.AAENFORCEABILITY OF PROXY

Sec.A200.268.AAPROCEDURES IN BYLAWS RELATING

AAAAAAAAAAAAAAAAATO PROXIES

[Sections 200.269-200.300 reserved for expansion]

SUBCHAPTER G. TRUST MANAGERS

Sec.A200.301.AAMANAGEMENT BY TRUST MANAGERS

Sec.A200.302.AADESIGNATION OF TRUST MANAGERS

Sec.A200.303.AATRUST MANAGER ELIGIBILITY REQUIREMENTS

Sec.A200.304.AANUMBER OF TRUST MANAGERS

Sec.A200.305.AACOMPENSATION

Sec.A200.306.AATERM OF TRUST MANAGER

Sec.A200.307.AASTAGGERED TERMS OF TRUST MANAGERS

Sec.A200.308.AAVACANCY

Sec.A200.309.AANOTICE OF MEETING

Sec.A200.310.AAQUORUM

Sec.A200.311.AACOMMITTEES OF TRUST MANAGERS

Sec.A200.312.AALIABILITY OF TRUST MANAGERS

Sec.A200.313.AASTATUTE OF LIMITATIONS ON CERTAIN ACTION

AAAAAAAAAAAAAAAAAAGAINST TRUST MANAGERS

Sec.A200.314.AAIMMUNITY FROM LIABILITY FOR PERFORMANCE

AAAAAAAAAAAAAAAAAOF DUTY

Sec.A200.315.AARIGHT OF CONTRIBUTION

Sec.A200.316.AAOFFICERS
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Sec.A200.317.AACONTRACTS OR TRANSACTIONS INVOLVING

AAAAAAAAAAAAAAAAAINTERESTED TRUST MANAGERS AND

AAAAAAAAAAAAAAAAAOFFICERS

[Sections 200.318-200.350 reserved for expansion]

SUBCHAPTER H. INVESTMENTS

Sec.A200.351.AAINVESTMENTS

[Sections 200.352-200.400 reserved for expansion]

SUBCHAPTER I. FUNDAMENTAL BUSINESS TRANSACTIONS

Sec.A200.401.AADEFINITIONS

Sec.A200.402.AAAPPROVAL OF MERGER

Sec.A200.403.AAAPPROVAL OF CONVERSION

Sec.A200.404.AAAPPROVAL OF EXCHANGE

Sec.A200.405.AAAPPROVAL OF SALE OF ALL OR SUBSTANTIALLY

AAAAAAAAAAAAAAAAAALL OF ASSETS

Sec.A200.406.AAGENERAL PROCEDURE FOR SUBMISSION TO

AAAAAAAAAAAAAAAAASHAREHOLDERS OF FUNDAMENTAL BUSINESS

AAAAAAAAAAAAAAAAATRANSACTION

Sec.A200.407.AAGENERAL VOTE REQUIREMENT FOR APPROVAL

AAAAAAAAAAAAAAAAAOF FUNDAMENTAL BUSINESS TRANSACTION

Sec.A200.408.AACLASS VOTING REQUIREMENTS FOR CERTAIN

AAAAAAAAAAAAAAAAAFUNDAMENTAL BUSINESS TRANSACTIONS

Sec.A200.409.AANO SHAREHOLDER VOTE REQUIREMENT FOR

AAAAAAAAAAAAAAAAACERTAIN FUNDAMENTAL BUSINESS TRANSACTIONS

Sec.A200.410.AARIGHTS OF DISSENT AND APPRAISAL

[Sections 200.411-200.450 reserved for expansion]

SUBCHAPTER J. SUPPLEMENTAL WINDING UP AND TERMINATION

PROVISIONS
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Sec.A200.451.AAAPPROVAL OF VOLUNTARY WINDING UP

Sec.A200.452.AAAPPROVAL OF REINSTATEMENT, CANCELLATION, OR

AAAAAAAAAAAAAAAAAREVOCATION OF VOLUNTARY WINDING UP

Sec.A200.453.AARESPONSIBILITY FOR WINDING UP

[Sections 200.454-200.500 reserved for expansion]

SUBCHAPTER K. MISCELLANEOUS PROVISIONS

Sec.A200.501.AAEXAMINATION OF RECORDS

Sec.A200.502.AAJOINDER OF SHAREHOLDERS NOT REQUIRED

Sec.A200.503.AATAX LAW REQUIREMENTS

TITLE 6. ASSOCIATIONS

CHAPTER 251. COOPERATIVE ASSOCIATIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A251.001.AADEFINITIONS

Sec.A251.002.AAAPPLICABILITY OF NONPROFIT CORPORATION

AAAAAAAAAAAAAAAAAPROVISIONS

Sec.A251.003.AAEXEMPTION

[Sections 251.004-251.050 reserved for expansion]

SUBCHAPTER B. FORMATION AND GOVERNING DOCUMENTS

Sec.A251.051.AAORGANIZATION MEETING

Sec.A251.052.AAAMENDMENT OF CERTIFICATE OF FORMATION

Sec.A251.053.AABYLAWS

[Sections 251.054-251.100 reserved for expansion]

SUBCHAPTER C. MANAGEMENT

Sec.A251.101.AABOARD OF DIRECTORS

Sec.A251.102.AAOFFICERS

Sec.A251.103.AAREMOVAL OF DIRECTORS AND OFFICERS

Sec.A251.104.AAREFERENDUM
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[Sections 251.105-251.150 reserved for expansion]

SUBCHAPTER D. MEMBERSHIP

Sec.A251.151.AAELIGIBILITY AND ADMISSION

Sec.A251.152.AAEXPULSION

Sec.A251.153.AASUBSCRIBERS

Sec.A251.154.AALIABILITY

[Sections 251.155-251.200 reserved for expansion]

SUBCHAPTER E. SHARES

Sec.A251.201.AASHARE AND MEMBERSHIP CERTIFICATES:

AAAAAAAAAAAAAAAAAISSUANCE AND CONTENTS

Sec.A251.202.AATRANSFER OF SHARES AND MEMBERSHIP;

AAAAAAAAAAAAAAAAAWITHDRAWAL

Sec.A251.203.AASHARE AND MEMBERSHIP CERTIFICATES;

AAAAAAAAAAAAAAAAARECALL

Sec.A251.204.AACERTIFICATES; ATTACHMENT

[Sections 251.205-251.250 reserved for expansion]

SUBCHAPTER F. MEETINGS AND VOTING

Sec.A251.251.AAMEETINGS

Sec.A251.252.AANOTICE OF SPECIAL MEETING

Sec.A251.253.AAMEETINGS BY UNITS OF MEMBERSHIP

Sec.A251.254.AAONE MEMBER--ONE VOTE

Sec.A251.255.AANO PROXY

Sec.A251.256.AAVOTING BY MAIL

Sec.A251.257.AAVOTING BY MAIL OR BY DELEGATES

[Sections 251.258-251.300 reserved for expansion]

SUBCHAPTER G. CAPITAL AND NET SAVINGS

Sec.A251.301.AALIMITATIONS ON RETURN ON CAPITAL
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Sec.A251.302.AAALLOCATION AND DISTRIBUTION OF NET

AAAAAAAAAAAAAAAAASAVINGS

[Sections 251.303-251.350 reserved for expansion]

SUBCHAPTER H. REPORTS AND RECORDS

Sec.A251.351.AARECORDKEEPING

Sec.A251.352.AAREPORTS TO MEMBERS

Sec.A251.353.AAANNUAL REPORT OF FINANCIAL CONDITION

Sec.A251.354.AAFAILURE TO FILE REPORT

[Sections 251.355-251.400 reserved for expansion]

SUBCHAPTER I. WINDING UP AND TERMINATION

Sec.A251.401.AAVOLUNTARY WINDING UP AND TERMINATION

Sec.A251.402.AAEXECUTION OF CERTIFICATE OF

AAAAAAAAAAAAAAAAATERMINATION

Sec.A251.403.AADISTRIBUTION OF ASSETS

Sec.A251.404.AAINVOLUNTARY TERMINATION

[Sections 251.405-251.450 reserved for expansion]

SUBCHAPTER J. MISCELLANEOUS PROVISIONS

Sec.A251.451.AAEXEMPTION FROM TAXES

Sec.A251.452.AAUSE OF NAME "COOPERATIVE"

CHAPTER 252. UNINCORPORATED NONPROFIT ASSOCIATIONS

Sec.A252.001.AADEFINITIONS

Sec.A252.002.AASUPPLEMENTARY GENERAL PRINCIPLES OF LAW

AAAAAAAAAAAAAAAAAAND EQUITY

Sec.A252.003.AATERRITORIAL APPLICATION

Sec.A252.004.AAREAL AND PERSONAL PROPERTY; NONPROFIT

AAAAAAAAAAAAAAAAAASSOCIATION AS BENEFICIARY

Sec.A252.005.AASTATEMENT OF AUTHORITY AS TO REAL
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AAAAAAAAAAAAAAAAAPROPERTY

Sec.A252.006.AALIABILITY IN TORT AND CONTRACT

Sec.A252.007.AACAPACITY TO ASSERT AND DEFEND;

AAAAAAAAAAAAAAAAASTANDING

Sec.A252.008.AAEFFECT OF JUDGMENT OR ORDER

Sec.A252.009.AADISPOSITION OF PERSONAL PROPERTY OF

AAAAAAAAAAAAAAAAAINACTIVE NONPROFIT ASSOCIATION

Sec.A252.010.AABOOKS AND RECORDS

Sec.A252.011.AAAPPOINTMENT OF AGENT TO RECEIVE SERVICE

AAAAAAAAAAAAAAAAAOF PROCESS

Sec.A252.012.AACLAIM NOT ABATED BY CHANGE

Sec.A252.013.AASUMMONS AND COMPLAINT; SERVICE

Sec.A252.014.AAUNIFORMITY OF APPLICATION AND

AAAAAAAAAAAAAAAAACONSTRUCTION

Sec.A252.015.AATRANSITION CONCERNING REAL AND PERSONAL

AAAAAAAAAAAAAAAAAPROPERTY

Sec.A252.016.AAEFFECT ON OTHER LAW

Sec.A252.017.AACHAPTER CONTROLLING

TITLE 7. PROFESSIONAL ENTITIES

CHAPTER 301. PROVISIONS RELATING TO

PROFESSIONAL ENTITIES

Sec.A301.001.AAAPPLICABILITY OF TITLE

Sec.A301.002.AACONFLICTS OF LAW

Sec.A301.003.AADEFINITIONS

Sec.A301.004.AAAUTHORIZED PERSON

Sec.A301.005.AAAPPLICATION FOR REGISTRATION OF

AAAAAAAAAAAAAAAAAFOREIGN PROFESSIONAL ENTITY
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Sec.A301.006.AALICENSE REQUIRED TO PROVIDE

AAAAAAAAAAAAAAAAAPROFESSIONAL SERVICE

Sec.A301.007.AACERTAIN REQUIREMENTS TO BE OWNER,

AAAAAAAAAAAAAAAAAGOVERNING PERSON, OR OFFICER

Sec.A301.008.AADUTIES AND POWERS OF OWNER OR

AAAAAAAAAAAAAAAAAMANAGERIAL OFFICIAL WHO CEASES TO BE

AAAAAAAAAAAAAAAAALICENSED; PURCHASE OF OWNERSHIP

AAAAAAAAAAAAAAAAAINTEREST

Sec.A301.009.AATRANSFER OF OWNERSHIP INTEREST

Sec.A301.010.AALIABILITY

Sec.A301.011.AAEXEMPTION FROM SECURITIES LAWS

Sec.A301.012.AAJOINT PRACTICE BY CERTAIN

AAAAAAAAAAAAAAAAAPROFESSIONALS

CHAPTER 302. PROVISIONS RELATING TO

PROFESSIONAL ASSOCIATIONS

Sec.A302.001.AAAPPLICABILITY OF CERTAIN PROVISIONS

AAAAAAAAAAAAAAAAAGOVERNING FOR-PROFIT CORPORATIONS

Sec.A302.002.AADURATION OF PROFESSIONAL ASSOCIATION

Sec.A302.003.AAAMENDMENT OF CERTIFICATE OF

AAAAAAAAAAAAAAAAAFORMATION

Sec.A302.004.AAADOPTION OF BYLAWS; DELEGATION OF

AAAAAAAAAAAAAAAAAAUTHORITY

Sec.A302.005.AAGOVERNING AUTHORITY

Sec.A302.006.AAMEMBERS’ VOTING RIGHTS

Sec.A302.007.AAELECTION OF OFFICERS

Sec.A302.008.AAOFFICER AND GOVERNING PERSON

AAAAAAAAAAAAAAAAAELIGIBILITY REQUIREMENTS
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Sec.A302.009.AAEMPLOYMENT OF AGENTS AND EMPLOYEES

Sec.A302.010.AALIMITATION ON MEMBER’S POWER TO BIND

AAAAAAAAAAAAAAAAAASSOCIATION

Sec.A302.011.AADIVISION OF PROFITS

Sec.A302.012.AAANNUAL STATEMENT REQUIRED

Sec.A302.013.AAWINDING UP AND TERMINATION;

AAAAAAAAAAAAAAAAACERTIFICATE OF TERMINATION

CHAPTER 303. PROVISIONS RELATING TO

PROFESSIONAL CORPORATIONS

Sec.A303.001.AAAPPLICABILITY OF CERTAIN PROVISIONS

AAAAAAAAAAAAAAAAAGOVERNING FOR-PROFIT CORPORATIONS

Sec.A303.002.AAAUTHORITY AND LIABILITY OF

AAAAAAAAAAAAAAAAASHAREHOLDER

Sec.A303.003.AANOTICE OF RESTRICTION ON TRANSFER

AAAAAAAAAAAAAAAAAOF SHARES

Sec.A303.004.AAREDEMPTION OF SHARES; PRICE AND

AAAAAAAAAAAAAAAAATERMS

Sec.A303.005.AAEXISTENCE OF PROFESSIONAL CORPORATION

AAAAAAAAAAAAAAAAABEFORE WINDING UP AND TERMINATION

Sec.A303.006.AAWINDING UP AND TERMINATION OF

AAAAAAAAAAAAAAAAAPROFESSIONAL CORPORATION

CHAPTER 304. PROVISIONS RELATING TO PROFESSIONAL

LIMITED LIABILITY COMPANIES

Sec.A304.001.AAAPPLICABILITY OF CERTAIN PROVISIONS

AAAAAAAAAAAAAAAAAGOVERNING LIMITED LIABILITY

AAAAAAAAAAAAAAAAACOMPANIES

TITLE 8. MISCELLANEOUS AND TRANSITION PROVISIONS
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CHAPTER 401. GENERAL PROVISIONS

Sec.A401.001.AADEFINITIONS

CHAPTER 402. MISCELLANEOUS AND TRANSITION PROVISIONS

Sec.A402.001.AAAPPLICABILITY UPON EFFECTIVE DATE

Sec.A402.002.AAEARLY EFFECTIVENESS OF FEES

Sec.A402.003.AAEARLY ADOPTION OF CODE BY EXISTING

AAAAAAAAAAAAAAAAADOMESTIC ENTITY

Sec.A402.004.AAEARLY ADOPTION OF CODE BY REGISTERED

AAAAAAAAAAAAAAAAAFOREIGN ENTITY

Sec.A402.005.AAAPPLICABILITY TO EXISTING ENTITIES

AAAAAAAAAAAAAAAAAON MANDATORY APPLICATION DATE

Sec.A402.006.AAAPPLICABILITY TO CERTAIN ACTS,

AAAAAAAAAAAAAAAAACONTRACTS, AND TRANSACTIONS

Sec.A402.007.AAINDEMNIFICATION

Sec.A402.008.AAMEETINGS OF OWNERS AND MEMBERS;

AAAAAAAAAAAAAAAAACONSENTS; VOTING OF INTERESTS

Sec.A402.009.AAMEETINGS OF GOVERNING AUTHORITY AND

AAAAAAAAAAAAAAAAACOMMITTEES; CONSENTS

Sec.A402.010.AASALE OF ASSETS, MERGERS, REORGANIZATIONS,

AAAAAAAAAAAAAAAAACONVERSIONS

Sec.A402.011.AAWINDING UP AND TERMINATION

Sec.A402.012.AAREGISTRATION OF CERTAIN FOREIGN

AAAAAAAAAAAAAAAAAENTITIES

Sec.A402.013.AAENTITIES UNDER SUSPENSION FOR

AAAAAAAAAAAAAAAAANONFILING OF REQUIRED REPORTS OR PAYMENT

AAAAAAAAAAAAAAAAAOF TAXES; APPLICABILITY OF PRIOR LAW

Sec.A402.014.AAMAINTENANCE OF PRIOR ACTION
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BUSINESS ORGANIZATIONS CODE

TITLE 1. GENERAL PROVISIONS

CHAPTER 1. DEFINITIONS AND OTHER GENERAL PROVISIONS

SUBCHAPTER A. DEFINITIONS AND PURPOSE

Sec.A1.001.AAPURPOSE. The purpose of this code is to make the

law encompassed by this code more accessible and understandable by:

(1)AArearranging the statutes into a more logical

order;

(2)AAemploying a format and numbering system designed

to facilitate citation of the law and to accommodate future

expansion of the law;

(3)AAeliminating repealed, duplicative, expired,

executed, and other ineffective provisions; and

(4)AArestating the law in modern American English to

the greatest extent possible. (New.)

Sec.A1.002.AADEFINITIONS. In this code:

(1)AA"Affiliate" means a person who controls, is

controlled by, or is under common control with another person.

(TBCA 13.02.A(1).)

(2)AA"Associate," when used to indicate a relationship

with a person, means:

(A)AAa domestic or foreign entity or organization

for which the person:

(i)AAis an officer or governing person; or

(ii)AAbeneficially owns, directly or

indirectly, either individually or through an affiliate, 10 percent

or more of a class of voting ownership interests or similar
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securities of the entity or organization;

(B)AAa trust or estate in which the person has a

substantial beneficial interest or for which the person serves as

trustee or in a similar fiduciary capacity;

(C)AAthe person’s spouse or a relative of the

person related by consanguinity or affinity who resides with the

person; or

(D)AAa governing person or an affiliate or officer

of the person. (TBCA 1.02.A(2).)

(3)AA"Association" means an entity governed as an

association under Title 6 or 7. The term includes a cooperative

association, nonprofit association, and professional association.

(New.)

(4)AA"Assumed name" means a name adopted for use by a

person. The term includes an assumed name filed under Chapter 36,

Business & Commerce Code. (New.)

(5)AA"Business" means a trade, occupation, profession,

or other commercial activity. (TRPA 1.01(1).)

(6)AA"Certificate of formation" means:

(A)AAthe document required to be filed with the

filing officer under Chapter 3 to form a filing entity; and

(B)AAif appropriate, a restated certificate of

formation and all amendments of an original or restated certificate

of formation. (New.)

(7)AA"Certificated ownership interest" means an

ownership interest of a domestic entity represented by a

certificate issued in bearer or registered form. (TBCA 1.02.A(5).)
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(8)AA"Close corporation" means a for-profit

corporation that elects to be governed as a close corporation in

accordance with Subchapter O, Chapter 21. (TBCA 12.02.A(1).)

(9)AA"Contribution" means a tangible or intangible

benefit that a person transfers to an entity in consideration for an

ownership interest in the entity or otherwise in the person ’s

capacity as an owner or a member. The benefit includes cash,

services rendered, a contract for services to be performed, a

promissory note or other obligation of a person to pay cash or

transfer property to the entity, or securities or other interests

in or obligations of an entity, but does not include cash or

property received by the entity:

(A)AAwith respect to a promissory note or other

obligation to the extent that the agreed value of the note or

obligation has previously been included as a contribution; or

(B)AAthat the person intends to be a loan to the

entity. (TLLCA 5.01; TRLPA 1.02(2).)

(10)AA"Conversion" means:

(A)AAthe continuance of a domestic entity as a

foreign entity of any type;

(B)AAthe continuance of a foreign entity as a

domestic entity of any type; or

(C)AAthe continuance of a domestic entity of one

type as a domestic entity of another type. (TBCA 1.02.A(8); TLLCA

1.02.A(11); TRLPA 2.15(h)(1); TRPA 9.05(i)(1).)

(11)AA"Converted entity" means an entity resulting from

a conversion. (TBCA 1.02.A(9); TLLCA 1.02.A(12); TRLPA 2.15(h)(2);
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TRPA 9.05(i)(2).)

(12)AA"Converting entity" means an entity as the entity

existed before the entity’s conversion. (TBCA 1.02.A(10); TLLCA

1.02.A(13); TRLPA 2.15(h)(3); TRPA 9.05(i)(3).)

(13)AA"Cooperative" or "cooperative association" means

an association governed as a cooperative association under Chapter

251. (New.)

(14)AA"Corporation" means an entity governed as a

corporation under Title 2 or 7. The term includes a for-profit

corporation, nonprofit corporation, and professional corporation.

(TBCA 1.02.A(11); TNPCA 1.02.A(1).)

(15)AA"Debtor in bankruptcy" means a person who is the

subject of:

(A)AAan order for relief under the United States

bankruptcy laws (Title 11, United States Code); or

(B)AAa comparable order under a:

(i)AAsuccessor statute of general

applicability; or

(ii)AAfederal or state law governing

insolvency. (TRPA 1.01(4).)

(16)AA"Director" means an individual who serves on the

board of directors of a foreign or domestic corporation. (TNPCA

1.02.A(14).)

(17)AA"Domestic" means, with respect to an entity, that

the entity is formed under this code or the entity ’s internal

affairs are governed by this code. (TBCA 1.02.A(11) (part); TRPA

9.05(i)(4).)
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(18)AA"Domestic entity" means an organization formed

under or the internal affairs of which are governed by this code.

(TBCA 1.02.A(11) (part); TRPA 9.05(i)(4).)

(19)AA"Domestic entity subject to dissenters ’ rights"

means a domestic entity the owners of which have rights of dissent

and appraisal under this code or the governing documents of the

entity. (New.)

(20)AA"Effective date of this code" means January 1,

2006. The applicability of this code is governed by Title 8.

(New.)

(21)AA"Entity" means a domestic entity or foreign

entity. (New.)

(22)AA"Filing entity" means a domestic entity that is a

corporation, limited partnership, limited liability company,

professional association, cooperative, or real estate investment

trust. (New.)

(23)AA"Filing instrument" means an instrument,

document, or statement that is required or authorized by this code

to be filed by or for an entity with the filing officer in

accordance with Chapter 4. (New.)

(24)AA"Filing officer" means:

(A)AAwith respect to an entity other than a

domestic real estate investment trust, the secretary of state; or

(B)AAwith respect to a domestic real estate

investment trust, the county clerk of the county in which the real

estate investment trust’s principal office is located in this

state. (New.)
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(25)AA"For-profit corporation" means a corporation

governed as a for-profit corporation under Chapter 21. (TMCLA

1.03.A.)

(26)AA"For-profit entity" means an entity other than a

nonprofit entity. (New.)

(27)AA"Foreign" means, with respect to an entity, that

the entity is formed under, and the entity ’s internal affairs are

governed by, the laws of a jurisdiction other than this state.

(TBCA 1.02.A(14); TNPCA 1.02.A(2); TRPA 9.05(i)(5).)

(28)AA"Foreign entity" means an organization formed

under, and the internal affairs of which are governed by, the laws

of a jurisdiction other than this state. (TBCA 1.02.A(14); TNPCA

1.02.A(2).)

(29)AA"Foreign filing entity" means a foreign entity

that registers or is required to register as a foreign entity under

Chapter 9. (New.)

(30)AA"Foreign governmental authority" means a

governmental official, agency, or instrumentality of a

jurisdiction other than this state. (New.)

(31)AA"Foreign nonfiling entity" means a foreign entity

that is not a foreign filing entity. (New.)

(32)AA"Fundamental business transaction" means a

merger, interest exchange, conversion, or sale of all or

substantially all of an entity’s assets. (New.)

(33)AA"General partner" means:

(A)AAeach partner in a general partnership; or

(B)AAa person who is admitted to a limited
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partnership as a general partner in accordance with the governing

documents of the limited partnership. (TRLPA 1.02(4).)

(34)AA"General partnership" means a partnership

governed as a general partnership under Chapter 152. The term

includes a limited liability partnership. (TRPA 1.01(11).)

(35)(A) "Governing authority" means a person or group

of persons who are entitled to manage and direct the affairs of an

entity under this code and the governing documents of the entity,

except that if the governing documents of the entity or this code

divide the authority to manage and direct the affairs of the entity

among different persons or groups of persons according to different

matters, "governing authority" means the person or group of persons

entitled to manage and direct the affairs of the entity with respect

to a matter under the governing documents of the entity or this

code. The term includes:

(i)AAthe board of directors of a corporation

or other persons authorized to perform the functions of the board of

directors of a corporation;

(ii)AAthe general partners of a general

partnership or limited partnership;

(iii) the managers of a limited liability

company that is managed by managers;

(iv)AAthe members of a limited liability

company that is managed by members who are entitled to manage the

company;

(v)AAthe board of directors of a cooperative

association; and
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(vi) the trust managers of a real estate

investment trust.

(B)AAThe term does not include an officer who is

acting in the capacity of an officer. (New.)

(36)AA"Governing documents" means:

(A)AAin the case of a domestic entity:

(i)AAthe certificate of formation for a

domestic filing entity or the document or agreement under which a

domestic nonfiling entity is formed; and

(ii)AAthe other documents or agreements

adopted by the entity under this code to govern the formation or the

internal affairs of the entity; or

(B)AAin the case of a foreign entity, the

instruments, documents, or agreements adopted under the law of its

jurisdiction of formation to govern the formation or the internal

affairs of the entity. (New.)

(37)AA"Governing person" means a person serving as part

of the governing authority of an entity. (New.)

(38)AA"Individual" means a natural person. (New.)

(39)AA"Insolvency" means the inability of a person to

pay the person’s debts as they become due in the usual course of

business or affairs. (TBCA 1.02.A(16); TNPCA 1.02.A(12).)

(40)AA"Insolvent" means a person who is unable to pay

the person’s debts as they become due in the usual course of

business or affairs. (New.)

(41)AA"Interest exchange" means the acquisition of an

ownership or membership interest in a domestic entity as provided
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by Subchapter B, Chapter 10. The term does not include a merger or

conversion. (New.)

(42)AA"Internal Revenue Code" means the Internal

Revenue Code of 1986, as amended. The term includes corresponding

provisions of subsequent federal tax laws. (New.)

(43)AA"Jurisdiction of formation" means:

(A)AAin the case of a domestic filing entity, this

state;

(B)AAin the case of a foreign filing entity, the

jurisdiction in which the entity’s certificate of formation or

similar organizational instrument is filed; or

(C)AAin the case of a foreign or domestic

nonfiling entity:

(i)AAthe jurisdiction the laws of which are

chosen in the entity’s governing documents to govern its internal

affairs if that jurisdiction bears a reasonable relation to the

owners or members or to the domestic or foreign nonfiling entity ’s

business and affairs under the principles of this state that

otherwise would apply to a contract among the owners or members; or

(ii)AAif Subparagraph (i) does not apply,

the jurisdiction in which the entity has its chief executive

office. (TBCA 8.02 (part); TLLCA 7.02 (part); TNPCA 8.02 (part);

TRLPA 9.01(a); TRPA 1.05(a), 10.01(a).)

(44)AA"Law" means, unless the context requires

otherwise, both statutory and common law. (New.)

(45)AA"License" means a license, certificate of

registration, or other legal authorization. (New.)
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(46)AA"Limited liability company" means an entity

governed as a limited liability company under Title 3 or 7. The

term includes a professional limited liability company. (TLLCA

1.02.A(3).)

(47)AA"Limited liability limited partnership" means a

partnership governed as a limited liability partnership and a

limited partnership under Title 4. (New.)

(48)AA"Limited liability partnership" means a

partnership governed as a limited liability partnership under Title

4. (TRPA 1.01(16).)

(49)AA"Limited partner" means a person who has been

admitted to a limited partnership as a limited partner as provided

by:

(A)AAin the case of a domestic limited

partnership, Chapter 153; or

(B)AAin the case of a foreign limited partnership,

the laws of its jurisdiction of formation. (TRLPA 1.02(5).)

(50)AA"Limited partnership" means a partnership

governed as a limited partnership under Title 4. The term includes

a limited liability limited partnership. (TRLPA 1.02(6).)

(51)AA"Manager" means a person designated as a manager

of a limited liability company that is not managed by members of the

company. (TLLCA 2.12 (part).)

(52)AA"Managerial official" means an officer or a

governing person. (New.)

(53)AA"Member" means:

(A)AAin the case of a limited liability company, a
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person who is a member or has been admitted as a member in the

limited liability company under its governing documents;

(B)AAin the case of a nonprofit corporation, a

person who has membership rights in the nonprofit corporation under

its governing documents;

(C)AAin the case of a cooperative association, a

member of a nonshare or share association;

(D)AAin the case of a nonprofit association, a

person who has membership rights in the nonprofit association under

its governing documents; or

(E)AAin the case of a professional association, a

person who has membership rights in the professional association

under its governing documents. (CAA 2(2); TLLCA 4.01.A (part);

TNPCA 1.02.A(6); TUUNAA 2(1).)

(54)AA"Membership interest" means a member’s interest

in an entity. With respect to a limited liability company, the term

includes a member’s share of profits and losses or similar items and

the right to receive distributions, but does not include a member ’s

right to participate in management. (TLLCA 4.04, 4.05.A.)

(55)AA"Merger" means:

(A)AAthe division of a domestic entity into two or

more new domestic entities or other organizations or into a

surviving domestic entity and one or more new domestic or foreign

entities or non-code organizations; or

(B)AAthe combination of one or more domestic

entities with one or more domestic entities or non-code

organizations resulting in:
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(i)AAone or more surviving domestic entities

or non-code organizations;

(ii)AAthe creation of one or more new

domestic entities or non-code organizations; or

(iii) one or more surviving domestic

entities or non-code organizations and the creation of one or more

new domestic entities or non-code organizations. (TBCA 1.02.A(18);

TLLCA 1.02.A(10); TRLPA 1.02(8).)

(56)AA"Non-code organization" means an organization

other than a domestic entity. (TBCA 1.02.A(20); TLLCA 10.07; TRLPA

2.15(h)(4); TRPA 9.05(i)(6).)

(57)AA"Nonfiling entity" means a domestic entity that

is not a filing entity. The term includes a domestic general

partnership and nonprofit association. (New.)

(58)AA"Nonprofit association" means an association

governed as a nonprofit association under Chapter 252. (TUUNAA

2(2).)

(59)AA"Nonprofit corporation" means a corporation

governed as a nonprofit corporation under Chapter 22. (TNPCA

1.02.A(3).)

(60)AA"Nonprofit entity" means an entity that is a

nonprofit corporation, nonprofit association, or other entity that

is organized solely for one or more of the purposes specified by

Section 2.002. (New.)

(61)AA"Officer" means an individual elected,

appointed, or designated as an officer of an entity by the entity ’s

governing authority or under the entity ’s governing documents.
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(New.)

(62)AA"Organization" means a corporation, limited or

general partnership, limited liability company, business trust,

real estate investment trust, joint venture, joint stock company,

cooperative, association, bank, insurance company, credit union,

savings and loan association, or other organization, regardless of

whether the organization is for-profit, nonprofit, domestic, or

foreign. (New.)

(63)AA"Owner," for purposes of Title 1, 7, or 8, means:

(A)AAwith respect to a foreign or domestic

for-profit corporation or real estate investment trust, a

shareholder;

(B)AAwith respect to a foreign or domestic

partnership, a partner;

(C)AAwith respect to a foreign or domestic limited

liability company or professional association, a member; or

(D)AAwith respect to another foreign or domestic

entity, an owner of an equity interest in that entity. (New.)

(64)AA"Ownership interest" means an owner ’s interest in

an entity. The term includes the owner ’s share of profits and

losses or similar items and the right to receive distributions. The

term does not include an owner ’s right to participate in

management. (New.)

(65)AA"Parent" means an organization that, directly or

indirectly through or with one or more of its subsidiaries:

(A)AAowns at least 50 percent of the outstanding

ownership or membership interests of another organization; or
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(B)AApossesses at least 50 percent of the voting

power of the owners or members of another organization. (TMCLA

2.06.C (part).)

(66)AA"Partner" means a limited partner or general

partner. (TRLPA 1.02(9).)

(67)AA"Partnership" means an entity governed as a

partnership under Title 4. (TRPA 1.01(11) (part).)

(68)AA"Partnership interest" means a partner’s interest

in a partnership. The term includes the partner ’s share of profits

and losses or similar items and the right to receive distributions.

The term does not include a partner ’s right to participate in

management. (TRLPA 1.02(11); TRPA 1.01(13).)

(69)AA"Party to the merger" means a domestic entity or

non-code organization that under a plan of merger is divided or

combined by a merger. The term does not include a domestic entity

or non-code organization that is not to be divided or combined into

or with one or more domestic entities or non-code organizations,

regardless of whether ownership interests of the entity are to be

issued under the plan of merger. (TBCA 5.03.I(4).)

(70)AA"President" means the:

(A)AAindividual designated as president of an

entity under the entity’s governing documents; or

(B)AAofficer or committee of persons authorized to

perform the functions of the principal executive officer of an

entity without regard to the designated name of the officer or

committee. (TNCPA 1.02.A(8).)

(71)AA"Professional association" has the meaning
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assigned by Section 301.003. (TPAA 2(A), as amended Acts 77th Leg.,

R.S., Chs. 508 and 883.)

(72)AA"Professional corporation" has the meaning

assigned by Section 301.003. (TPCA 3(b).)

(73)AA"Professional entity" has the meaning assigned by

Section 301.003. (TLLCA 11.01.B(4).)

(74)AA"Professional individual" has the meaning

assigned by Section 301.003. (TLLCA 11.01.B(3).)

(75)AA"Professional limited liability company" has the

meaning assigned by Section 301.003. (TLLCA 11.01.B(2).)

(76)AA"Professional service" has the meaning assigned

by Section 301.003. (TLLCA 11.01.B(1); TPAA 3; TPCA 3(a).)

(77)AA"Property" includes tangible and intangible

property and an interest in that property. (TRPA 1.01(15).)

(78)AA"Real estate investment trust" means an entity

governed as a real estate investment trust under Title 5. (TREITA

2.10.)

(79)AA"Secretary" means the:

(A)AAindividual designated as secretary of an

entity under the entity’s governing documents; or

(B)AAofficer or committee of persons authorized to

perform the functions of secretary of an entity without regard to

the designated name of the officer or committee. (TNPCA

1.02.A(10).)

(80)AA"Share" means a unit into which the ownership

interest in a for-profit corporation, professional corporation,

real estate investment trust, or professional association is
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divided, regardless of whether the share is certificated or

uncertificated. (TBCA 1.02.A(23); TPAA 10; TPCA 12 (part); TREITA

3.10(A)(7) (part).)

(81)AA"Shareholder" or "holder of shares" means the

person in whose name shares issued by a for-profit corporation,

professional corporation, or real estate investment trust are

registered in the share transfer records maintained by the

for-profit corporation, professional corporation, or real estate

investment trust. (TBCA 1.02.A(22).)

(82)AA"Signature" means any symbol executed or adopted

by a person with present intention to authenticate a writing.

Unless the context requires otherwise, the term includes a digital

signature, an electronic signature, and a facsimile of a signature.

(Bus. & Com. Code 43.002(8); Gov. Code 311.005(6), 2054.060(e)(1);

TMCLA 7.07.C; TRLPA 13.04(b); TRPA 3.08(b)(12).)

(83)AA"Subscriber" means a person who agrees with or

makes an offer to an entity to purchase by subscription an ownership

interest in the entity. (TBCA 1.02.A(25).)

(84)AA"Subscription" means an agreement between a

subscriber and an entity, or a written offer made by a subscriber to

an entity before or after the entity’s formation, in which the

subscriber agrees or offers to purchase a specified ownership

interest in the entity. (TBCA 1.02.A(26).)

(85)AA"Subsidiary" means an organization for which

another organization, either directly or indirectly through or with

one or more of its other subsidiaries:

(A)AAowns at least 50 percent of the outstanding
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ownership or membership interests of the organization; or

(B)AApossesses at least 50 percent of the voting

power of the owners or members of the organization. (TMCLA 2.06.C

(part).)

(86)AA"Treasurer" means the:

(A)AAindividual designated as treasurer of an

entity under the entity’s governing documents; or

(B)AAofficer or committee of persons authorized to

perform the functions of treasurer of an entity without regard to

the designated name of the officer or committee. (TNPCA

1.02.A(11).)

(87)AA"Uncertificated ownership interest" means an

ownership interest in a domestic entity that is not represented by

an instrument and is transferred by:

(A)AAamendment of the governing documents of the

entity; or

(B)AAregistration on books maintained by or on

behalf of the entity for the purpose of registering transfers of

ownership interests. (TBCA 1.02.A(29).)

(88)AA"Vice president" means the:

(A)AAindividual designated as vice president of an

entity under the governing documents of the entity; or

(B)AAofficer or committee of persons authorized to

perform the functions of the president of the entity on the death,

absence, or resignation of the president or on the inability of the

president to perform the functions of office without regard to the

designated name of the officer or committee. (TNPCA 1.02.A(9).)
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(89)AA"Writing" or "written" means an expression of

words, letters, characters, numbers, symbols, figures, or other

textual information that is inscribed on a tangible medium or that

is stored in an electronic or other medium that is retrievable in a

perceivable form. Unless the context requires otherwise, the term:

(A)AAincludes stored or transmitted electronic

data and transmissions and reproductions of writings; and

(B)AAdoes not include sound or video recordings of

speech other than transcriptions that are otherwise writings.

(Bus. & Com. Code 1.201(46), 43.002(12), 43.007, 43.008(a); Gov.

Code 312.011(17).)

Sec.A1.003.AADISINTERESTED PERSON. (a) For purposes of this

code, a person is disinterested with respect to the approval of a

contract, transaction, or other matter, or to the consideration of

the disposition of a claim or challenge relating to a contract,

transaction, or particular conduct, if the person or the person ’s

associate:

(1)AAis not a party to the contract or transaction or

materially involved in the conduct that is the subject of the claim

or challenge; and

(2)AAdoes not have a material financial interest in the

outcome of the contract or transaction or the disposition of the

claim or challenge.

(b)AAFor purposes of Subsection (a), a person is not

materially involved in a contract or transaction that is the

subject of a claim or challenge and does not have a material

financial interest in the outcome of a contract or transaction or
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the disposition of a claim or challenge solely because:

(1)AAthe person was nominated or elected as a governing

person by a person who is:

(A)AAinterested in the contract or transaction; or

(B)AAalleged to have engaged in the conduct that

is the subject of the claim or challenge;

(2)AAthe person receives normal fees or customary

compensation, reimbursement for expenses, or benefits as a

governing person of the entity;

(3)AAthe person has a direct or indirect equity

interest in the entity;

(4)AAthe entity has, or its subsidiaries have, an

interest in the contract or transaction or was affected by the

alleged conduct;

(5)AAthe person or an associate of the person receives

ordinary and reasonable compensation for reviewing, making

recommendations regarding, or deciding on the disposition of the

claim or challenge; or

(6)AAin the case of a review by the person of the

alleged conduct that is the subject of the claim or challenge:

(A)AAthe person is named as a defendant in the

derivative proceeding regarding the matter or as a person who

engaged in the alleged conduct; or

(B)AAthe person, acting as a governing person,

approved, voted for, or acquiesced in the act being challenged if

the act did not result in a material personal or financial benefit

to the person and the challenging party fails to allege particular
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facts that, if true, raise a significant prospect that the

governing person would be held liable to the entity or its owners or

members as a result of the conduct. (TBCA 1.02.A(12).)

Sec.A1.004.AAINDEPENDENT PERSON. (a) For purposes of this

code, a person is independent with respect to considering the

disposition of a claim or challenge regarding a contract or

transaction, or particular or alleged conduct, if the person:

(1)AAis disinterested;

(2)AAeither:

(A)AAis not an associate, or member of the

immediate family, of a party to the contract or transaction or of a

person who is alleged to have engaged in the conduct that is the

subject of the claim or challenge; or

(B)AAis an associate to a party or person

described by Paragraph (A) that is an entity if the person is an

associate solely because the person is a governing person of the

entity or of the entity’s subsidiaries or associates;

(3)AAdoes not have a business, financial, or familial

relationship with a party to the contract or transaction, or with

another person who is alleged to have engaged in the conduct, that

is the subject of the claim or challenge that could reasonably be

expected to materially and adversely affect the judgment of the

person in favor of the party or other person with respect to the

consideration of the matter; and

(4)AAis not shown, by a preponderance of the evidence,

to be under the controlling influence of a party to the contract or

transaction that is the subject of the claim or challenge or of a
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person who is alleged to have engaged in the conduct that is the

subject of the claim or challenge.

(b)AAFor purposes of Subsection (a), a person does not have a

relationship that could reasonably be expected to materially and

adversely affect the judgment of the person regarding the

disposition of a matter that is the subject of a claim or challenge

and is not otherwise under the controlling influence of a party to a

contract or transaction that is the subject of a claim or challenge

or that is alleged to have engaged in the conduct that is the

subject of a claim or challenge solely because:

(1)AAthe person has been nominated or elected as a

governing person by a person who is interested in the contract or

transaction or alleged to be engaged in the conduct that is the

subject of the claim or challenge;

(2)AAthe person receives normal fees or similar

customary compensation, reimbursement for expenses, or benefits as

a governing person of the entity;

(3)AAthe person has a direct or indirect equity

interest in the entity;

(4)AAthe entity has, or its subsidiaries have, an

interest in the contract or transaction or was affected by the

alleged conduct;

(5)AAthe person or an associate of the person receives

ordinary and reasonable compensation for reviewing, making

recommendations regarding, or deciding on the disposition of the

claim or challenge; or

(6)AAthe person, an associate of the person, other than
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the entity or its associates, or an immediate family member has a

continuing business relationship with the entity that is not

material to the person, associate, or family member. (TBCA

1.02.A(15).)

Sec.A1.005.AACONSPICUOUS INFORMATION. In this code, required

information is conspicuous if the information is placed in a manner

or displayed using a font that provides or should provide notice to

a reasonable person affected by the information. Required

information in a document is conspicuous if the font used for the

information is capitalized, boldfaced, italicized, or underlined

or is larger or of a different color than the remainder of the

document. (TBCA 1.02.A(6).)

Sec.A1.006.AASYNONYMOUS TERMS. To the extent not

inconsistent with the provisions of the constitution and other

statutes or codes wherein such terms may be found, and as the

context requires, in this code or any other statute or code of this

state:

(1)AAa reference to "articles of incorporation,"

"articles of organization," "articles of association,"

"certificate of limited partnership," and "charter" includes a

"certificate of formation";

(2)AAa reference to "authorized capital stock" includes

"authorized shares";

(3)AAa reference to "capital stock" includes

"authorized and issued shares," "issued share," and "stated

capital";

(4)AAa reference to a "certificate of registration,"
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"certificate of authority," and "permit to do business" includes

"registration";

(5)AAa reference to "stock" and "shares of stock"

includes "shares";

(6)AAa reference to "stockholder" includes

"shareholder";

(7)AAa reference to "no par stock" includes "shares

without par value"; and

(8)AAa reference to "paid-up capital" includes "stated

capital." (TMCLA 1.02.)

Sec.A1.007.AASIGNING OF DOCUMENT OR OTHER WRITING. For

purposes of this code, a writing has been signed by a person when

the writing includes the person ’s signature. A transmission or

reproduction of a writing signed by a person is considered signed by

that person for purposes of this code. (TBCA 9.10.A(3); TLLCA

2.23.B(2); TNPCA 9.10.C(5); TMCLA 7.07.B, C; TRLPA 13.04(b); TRPA

3.08(a)(12).)

Sec.A1.008.AASHORT TITLES. (a) The provisions of this code

as described by this section may be cited as provided by this

section.

(b)AAThe provisions of Title 2 and the provisions of Title 1

to the extent applicable to corporations may be cited as the "Texas

Corporation Law."

(c)AAThe provisions of Chapters 20 and 21 and the provisions

of Title 1 to the extent applicable to for-profit corporations may

be cited as the "Texas For-Profit Corporation Law."

(d)AAThe provisions of Chapters 20 and 22 and the provisions

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

98



of Title 1 to the extent applicable to nonprofit corporations may be

cited as the "Texas Nonprofit Corporation Law."

(e)AAThe provisions of Title 3 and the provisions of Title 1

to the extent applicable to limited liability companies may be

cited as the "Texas Limited Liability Company Law."

(f)AAThe provisions of Chapters 151, 152, and 154 and the

provisions of Title 1 to the extent applicable to general

partnerships may be cited as the "Texas General Partnership Law."

(g)AAThe provisions of Chapters 151, 153, and 154 and the

provisions of Title 1 to the extent applicable to limited

partnerships may be cited as the "Texas Limited Partnership Law."

(h)AAThe provisions of Title 5 and the provisions of Title 1

to the extent applicable to real estate investment trusts may be

cited as the "Texas Real Estate Investment Trust Law."

(i)AAThe provisions of Chapter 251 and the provisions of

Title 1 to the extent applicable to cooperative associations may be

cited as the "Texas Cooperative Association Law."

(j)AAThe provisions of Title 7 and the provisions of Titles

1, 2, and 3 to the extent applicable to professional entities may be

cited as the "Texas Professional Entities Law."

(k)AAThe provisions of Chapter 252 may be cited as the

"Uniform Unincorporated Nonprofit Association Act."

(l)AAThe provisions of Chapters 301 and 302 and the

provisions of Chapters 20 and 21 and Title 1 to the extent

applicable to professional associations may be cited as the "Texas

Professional Association Law."

(m)AAThe provisions of Chapters 301 and 303 and the
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provisions of Chapters 20 and 21 and Title 1 to the extent

applicable to professional corporations may be cited as the "Texas

Professional Corporation Law."

(n)AAThe provisions of Chapters 301 and 304 and the

provisions of Titles 1 and 3 to the extent applicable to

professional limited liability companies may be cited as the "Texas

Professional Limited Liability Company Law." (CAA 1; TBCA 1.01.A;

TLLCA 1.01.A; TNPCA 1.01.A; TPAA 1; TPCA 1; TREITA 1.10; TRLPA 1.01;

TRPA 11.01; TUUNAA 1.)

Sec.A1.009.AADOLLARS AS MONETARY UNITS. Unless the context

requires otherwise, a value or amount that is required by this code

to be stated in monetary terms must be stated in United States

dollars. Currency that is not specified is considered to be in

United States dollars. (New.)

[Sections 1.010-1.050 reserved for expansion]

SUBCHAPTER B. CODE CONSTRUCTION

Sec.A1.051.AACONSTRUCTION OF CODE. Chapter 311, Government

Code (Code Construction Act), applies to the construction of each

provision in this code except as otherwise expressly provided by

this code. (New.)

Sec.A1.052.AAREFERENCE IN LAW TO STATUTE REVISED BY CODE. A

reference in a law to a statute or a part of a statute revised by

this code is considered to be a reference to the part of this code

that revises that statute or part of that statute. (TBCA 1.02.C.)

Sec.A1.053.AAAPPLICABILITY TO FOREIGN AND INTERSTATE

AFFAIRS. This code applies to the conduct of affairs with foreign

countries and the other states of the United States only to the
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extent permitted under the United States Constitution. (TBCA 9.11;

TLLCA 8.09; TNPCA 10.01.)

Sec.A1.054.AARESERVATION OF POWER. The legislature at all

times has the power to amend, repeal, or modify this code and to

prescribe regulations, provisions, and limitations as the

legislature considers advisable. The regulations, provisions, and

limitations are binding on any entity subject to this code. (TBCA

9.12; TLLCA 8.10; TNPCA 10.02; TRPA 1.06.)

[Sections 1.055-1.100 reserved for expansion]

SUBCHAPTER C. DETERMINATION OF APPLICABLE LAW

Sec.A1.101.AADOMESTIC FILING ENTITIES. The law of this state

governs the formation and internal affairs of an entity if the

entity’s formation occurs when a certificate of formation filed in

accordance with Chapter 4 takes effect. (CAA 2(1); TBCA

1.02.A(11); TLLCA 1.02.A(3); TNPCA 1.02.A(1); TPAA 2(A); TPCA 6;

TREITA 2.10; TRLPA 1.02(5), (6); TRPA 1.01(11); TRPA 1.05(a).)

Sec.A1.102.AAFOREIGN FILING ENTITIES. If the formation of an

entity occurs when a certificate of formation or similar instrument

filed with a foreign governmental authority takes effect, the law

of the state or other jurisdiction in which that foreign

governmental authority is located governs the formation and

internal affairs of the entity. (TBCA 8.02 (part); TLLCA 7.02

(part); TNPCA 8.02 (part); TRLPA 9.01(a).)

Sec.A1.103.AAENTITIES NOT FORMED BY FILING INSTRUMENT. If

the formation of an entity does not occur when a certificate of

formation or similar instrument filed with the secretary of state

or with a foreign governmental authority takes effect, the law
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governing the entity’s formation and internal affairs is the law of

the entity’s jurisdiction of formation. (TRPA 1.05(a) (part),

10.01(a) (part).)

Sec.A1.104.AALAW APPLICABLE TO LIABILITY. The law of the

jurisdiction that governs an entity as determined under Sections

1.101-1.103 applies to the liability of an owner, a member, or a

managerial official of the entity in the capacity as an owner, a

member, or a managerial official for an obligation, including a

debt or other liability, of the entity for which the owner, member,

or managerial official is not otherwise liable by contract or under

provisions of law other than this code. (TBCA 8.02 (part); TLLCA

7.02 (part); TNPCA 8.02 (part); TRLPA 9.01(a) (part); TRPA 1.05(b),

10.01(a) (part).)

Sec.A1.105.AAINTERNAL AFFAIRS. For purposes of this code,

the internal affairs of an entity include:

(1)AAthe rights, powers, and duties of its governing

authority, governing persons, officers, owners, and members; and

(2)AAmatters relating to its membership or ownership

interests. (TBCA 8.02 (part); TLLCA 7.02 (part); TNPCA 8.02

(part); TRLPA 9.01(a).)

Sec.A1.106.AAORDER OF PRECEDENCE. (a) This title applies to

all domestic entities and foreign entities to the extent provided

by this title.

(b)AAEach title of this code, other than this title, applies

to a different type of entity to the extent provided by that title.

(c)AAIf a provision of this title conflicts with a provision

in another title of this code, the provision of the other title

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

102



supersedes the provision of this title. (New.)

CHAPTER 2. PURPOSES AND POWERS OF DOMESTIC ENTITY

SUBCHAPTER A. PURPOSES OF DOMESTIC ENTITY

Sec.A2.001.AAGENERAL SCOPE OF PERMISSIBLE PURPOSES. A

domestic entity has any lawful purpose or purposes, unless

otherwise provided by this code. (TBCA 2.01.A (part); TLLCA

2.01.A; TNPCA 2.01.A (part); TRLPA 1.09(a).)

Sec.A2.002.AAPURPOSES OF NONPROFIT ENTITY. The purpose or

purposes of a domestic nonprofit entity may include one or more of

the following purposes:

(1)AAserving charitable, benevolent, religious,

eleemosynary, patriotic, civic, missionary, educational,

scientific, social, fraternal, athletic, aesthetic, agricultural,

and horticultural purposes;

(2)AAoperating or managing a professional, commercial,

or trade association or labor union;

(3)AAproviding animal husbandry; or

(4)AAoperating on a nonprofit cooperative basis for the

benefit of its members. (TNPCA 2.01.A (part).)

Sec.A2.003.AAGENERAL PROHIBITED PURPOSES. A domestic entity

may not:

(1)AAengage in a business or activity that:

(A)AAis expressly unlawful or prohibited by a law

of this state;

(B)AAcannot lawfully be engaged in by that entity

under state law; or

(C)AAmay not be engaged in by an entity without
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first obtaining a license under the laws of this state to engage in

that business or activity and a license cannot lawfully be granted

to the entity; or

(2)AAoperate as a:

(A)AAbank;

(B)AAtrust company;

(C)AAsavings association;

(D)AAinsurance company;

(E)AArailroad company;

(F)AAcemetery organization; or

(G)AAabstract or title company governed by Chapter

9, Insurance Code. (CAA 6 (part); TBCA 2.01.B (part); TLLCA 2.01.B;

TNPCA 2.01.B (part); TRLPA 1.09(b).)

Sec.A2.004.AALIMITATION ON PURPOSES OF PROFESSIONAL ENTITY.

Except as provided in Title 7, a professional entity may engage in

only:

(1)AAone type of professional service, unless the

entity is expressly authorized to provide more than one type of

professional service under state law regulating the professional

services; and

(2)AAservices ancillary to that type of professional

service. (Court opinion; TLLCA 11.01.A(2); TPCA 4(a) (part), 6.)

Sec.A2.005.AALIMITATION IN GOVERNING DOCUMENTS. The

governing documents of a domestic entity may contain limitations on

the entity’s purposes. (TLLCA 2.01.A; TRLPA 1.09(a).)

Sec.A2.006.AAPERMISSIBLE PURPOSE OF FOR-PROFIT CORPORATION

RELATED TO RAILROADS. Notwithstanding Section 2.003(2)(E), a
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for-profit corporation may:

(1)AAconstruct, acquire, maintain, and operate street

railways, suburban railways, and belt lines of railways in or near

municipalities to transport freight and passengers;

(2)AAconstruct, own, and operate union depots;

(3)AAbuy, sell, and convey rights-of-way on which to

construct railroads;

(4)AAconstruct, acquire, maintain, and operate lines of

electric, gas, or gasoline, denatured alcohol, or naphtha motor

railways in and between municipalities, and interurban railways in

and between municipalities in this state to transport freight or

passengers;

(5)AAbuild, maintain, and operate a line of railroads

to mines, gins, quarries, manufacturing plants, or mills;

(6)AAconstruct, maintain, and operate terminal

railways; or

(7)AAoperate a railroad passenger service by

contracting with a railroad corporation or other company that does

not construct, own, or maintain a railroad track. (TBCA 2.01.C;

TMCLA 3.05.)

Sec.A2.007.AAADDITIONAL PROHIBITED ACTIVITIES OF FOR-PROFIT

CORPORATION. A for-profit corporation may not:

(1)AAoperate a cooperative association, limited

cooperative association, or labor union;

(2)AAtransact a combination of the businesses of:

(A)AAraising cattle and owning land for the

raising of cattle, other than operating and owning feedlots and
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feeding cattle; and

(B)AAoperating stockyards and slaughtering,

refrigerating, canning, curing, or packing meat; or

(3)AAengage in a combination of:

(A)AAthe petroleum oil producing business in this

state; and

(B)AAthe oil pipeline business in this state other

than through stock ownership in a for-profit corporation engaged in

the oil pipeline business and other than the ownership or operation

of private pipelines in and about the corporation ’s refineries,

fields, or stations. (TBCA 2.01.B (part).)

Sec.A2.008.AANONPROFIT CORPORATIONS. A corporation formed

for the purpose of operating a nonprofit institution, including an

institution devoted to a charitable, benevolent, religious,

patriotic, civic, cultural, missionary, educational, scientific,

social, fraternal, athletic, or aesthetic purpose, may be formed

and governed only as a nonprofit corporation under this code and not

as a for-profit corporation under this code. (TBCA 2.01.A (part).)

Sec.A2.009.AAPERMISSIBLE PURPOSE OF NONPROFIT CORPORATION

RELATED TO ORGANIZED LABOR. Subject to Chapter 101, Labor Code, a

nonprofit corporation may be formed to organize laborers, workers,

or wage earners to protect themselves in their various pursuits.

(TNPCA 2.01.A (part).)

Sec.A2.010.AAPROHIBITED ACTIVITIES OF NONPROFIT

CORPORATION. A nonprofit corporation may not be organized or

registered under this code to conduct its affairs in this state to:

(1)AAengage in or operate as a group hospital service,
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rural credit union, agricultural and livestock pool, mutual loan

corporation, cooperative association under Chapter 251,

cooperative credit association, farmers’ cooperative society,

Co-operative Marketing Act corporation, rural electric cooperative

corporation, telephone cooperative corporation, or fraternal

organization operating under the lodge system and incorporated

under Subchapter C, Chapter 23; or

(2)AAengage in water supply or sewer service as an

entity incorporated under Chapter 67, Water Code. (TNPCA 2.01.B

(part).)

Sec.A2.011.AAPURPOSES OF COOPERATIVE ASSOCIATION. (a) A

person may organize a cooperative association under this code to

acquire, produce, build, operate, manufacture, furnish, exchange,

or distribute any type of property, commodities, goods, or services

for the primary and mutual benefit of the members of the cooperative

association.

(b)AAA cooperative association may not be organized to:

(1)AAserve or function as a health maintenance

organization;

(2)AAfurnish medical or health care; or

(3)AAemploy or contract with a health care provider in a

manner prohibited by the statute under which the provider is

licensed.

(c)AAA cooperative association may not directly or

indirectly engage in a health maintenance organization or a prepaid

legal service corporation. (CAA 5, 6 (part), 26(b) (part).)

Sec.A2.012.AALIMITATION ON PURPOSES OF REAL ESTATE
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INVESTMENT TRUST. The purposes of a real estate investment trust

are limited by Section 3.012. (TREITA 3.10(A) (part).)

[Sections 2.013-2.100 reserved for expansion]

SUBCHAPTER B. POWERS OF DOMESTIC ENTITY

Sec.A2.101.AAGENERAL POWERS. Except as otherwise provided by

this code, a domestic entity has the same powers as an individual to

take action necessary or convenient to carry out its business and

affairs. Except as otherwise provided by this code, the powers of a

domestic entity include the power to:

(1)AAsue, be sued, and defend suit in the entity ’s

business name;

(2)AAhave and alter a seal and use the seal or a

facsimile of it by impressing, affixing, or reproducing it;

(3)AAacquire, receive, own, hold, improve, use, and

deal in and with property or an interest in property;

(4)AAsell, convey, mortgage, pledge, lease, exchange,

and otherwise dispose of property;

(5)AAmake contracts and guarantees;

(6)AAincur liabilities, borrow money, issue notes,

bonds, or other obligations, which may be convertible into, or

include the option to purchase, other securities or ownership

interests in the entity, and secure its obligations by mortgaging

or pledging its property, franchises, or income;

(7)AAlend money, invest its funds, and receive and hold

property as security for repayment if the loan or assistance

reasonably may be expected to benefit, directly or indirectly, the

entity;
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(8)AAacquire its own bonds, debentures, or other

evidences of indebtedness or obligations;

(9)AAacquire its own ownership interests, regardless of

whether redeemable, and hold the ownership interests as treasury

ownership interests or cancel or dispose of the ownership

interests;

(10)AAbe a promoter, organizer, owner, partner, member,

associate, or manager of an organization;

(11)AAacquire, receive, own, hold, vote, use, pledge,

and dispose of ownership interests in or securities issued by

another person;

(12)AAconduct its business, locate its offices, and

exercise the powers granted by this code to further its purposes, in

or out of this state;

(13)AAlend money to, and otherwise assist, its

managerial officials, owners, members, or employees as necessary or

appropriate;

(14)AAelect or appoint officers and agents of the

entity, establish the length of their terms, define their duties,

and fix their compensation;

(15)AApay pensions and establish pension plans, pension

trusts, profit-sharing plans, bonus plans, and incentive plans for

managerial officials, owners, members, or employees or former

managerial officials, owners, members, or employees;

(16)AAindemnify and maintain liability insurance for

managerial officials, owners, members, employees, and agents of the

entity or the entity’s affiliate;
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(17)AAadopt and amend governing documents for managing

the affairs of the entity subject to applicable law;

(18)AAmake donations for the public welfare or for a

charitable, scientific, or educational purpose;

(19)AAvoluntarily wind up its business and activities

and terminate its existence;

(20)AAtransact business or take action that will aid

governmental policy; and

(21)AAtake other action necessary or appropriate to

further the purposes of the entity. (TBCA 2.02.A (part); TLLCA

2.02.A, 2.11; TNPCA 2.02.A (part); TPAA 5; TREITA 6.10(A); TRPA

3.01 (part), 3.05(a).)

Sec.A2.102.AAADDITIONAL POWERS OF NONPROFIT ENTITY OR

INSTITUTION. To effect its purposes, a domestic nonprofit entity or

institution formed for a religious, charitable, educational, or

eleemosynary purpose may acquire, own, hold, mortgage, and dispose

of and invest its funds in property for the use and benefit of,

under the discretion of, and in trust for a convention, conference,

or association organized under the laws of this state or another

state with which it is affiliated or by which it is controlled.

(TNPCA 2.02.A (part).)

Sec.A2.103.AAPOWER TO INCUR INDEBTEDNESS. (a) Unless

otherwise provided by its governing documents or this code, a

domestic entity may create indebtedness for any consideration the

entity considers appropriate, including:

(1)AAcash;

(2)AAproperty;
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(3)AAa contract to receive property;

(4)AAa debt or other obligation of the entity or of

another person;

(5)AAservices performed or a contract for services to

be performed; or

(6)AAa direct or indirect benefit realized by the

entity.

(b)AAIn the absence of fraud in the transaction, the judgment

of the governing authority of a domestic entity as to the value of

the consideration received by the entity for indebtedness is

conclusive.

(c)AAThe consideration for the indebtedness may be received

either directly or indirectly by the domestic entity, including by

a domestic or foreign organization that is wholly or partially

owned, directly or indirectly, by the domestic entity.

(d)AAThis section does not apply to indebtedness created by a

domestic entity that is incurred by reason of the authorization or

payment of a distribution. (TLLCA 8.12.B; TMCLA 2.06.A.)

Sec.A2.104.AAPOWER TO MAKE GUARANTIES. (a) In this section,

"guaranty" means a mortgage, pledge, security agreement, or other

agreement making the domestic entity or its assets secondarily

liable for another person’s contract, security, or other

obligation.

(b)AAUnless otherwise provided by its governing documents or

this code, a domestic entity may:

(1)AAmake a guaranty on behalf of a parent, subsidiary,

or affiliate of the entity; or
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(2)AAmake a guaranty of the indebtedness of another

person if the guaranty may reasonably be expected directly or

indirectly to benefit the entity.

(c)AAFor purposes of Subsection (b)(2), a decision by the

governing authority of the domestic entity that a guaranty may

reasonably be expected to benefit the entity is conclusive and not

subject to attack by any person, except:

(1)AAa guaranty may not be enforced by a person who

participated in a fraud on the domestic entity resulting in the

making of the guaranty or by a person who had notice of that fraud at

the time the person acquired rights under the guaranty;

(2)AAa proposed guaranty may be enjoined at the request

of an owner of the domestic entity on the ground that the guaranty

cannot reasonably be expected to benefit the domestic entity; or

(3)AAthe domestic entity, whether acting directly or

through a receiver, trustee, or other legal representative, or

through an owner on behalf of the domestic entity, may bring suit

for damages against the managerial officials, owners, or members

who authorized the guaranty on the ground that the guaranty could

not reasonably be expected to benefit the domestic entity.

(d)AAThis section does not:

(1)AAapply to a domestic entity governed by the

Insurance Code; or

(2)AAauthorize a domestic entity that is not governed

by the Insurance Code to engage in a business or transaction

regulated by the Insurance Code. (TLLCA 8.12.B; TMCLA 2.06.B, C,

D.)
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Sec.A2.105.AAADDITIONAL POWERS OF CERTAIN PIPELINE

BUSINESSES. In addition to the powers provided by the other

sections of this subchapter, a corporation, general partnership,

limited partnership, limited liability company, or other

combination of those entities engaged as a common carrier in the

pipeline business for the purpose of transporting oil, oil

products, gas, carbon dioxide, salt brine, fuller ’s earth, sand,

clay, liquefied minerals, or other mineral solutions has all the

rights and powers conferred on a common carrier by Sections

111.019-111.022, Natural Resources Code. (TBCA 2.01.B (part);

TLLCA 2.02.D; TRLPA 1.09(c); TRPA 3.01 (part).)

Sec.A2.106.AAPOWER OF NONPROFIT CORPORATION TO SERVE AS

TRUSTEE. (a) A nonprofit corporation that is described by Section

501(c)(3) or 170(c), Internal Revenue Code, or a corresponding

provision of a subsequent federal tax law, or a nonprofit

corporation listed by the Internal Revenue Service in the

Cumulative List of Organizations Described in Section 170(c) of the

Internal Revenue Code of 1986, I.R.S. Publication 78, or any

successor I.R.S. publication, may serve as the trustee of a trust:

(1)AAof which the nonprofit corporation is a

beneficiary; or

(2)AAbenefiting another organization described by one

of those sections of the Internal Revenue Code, or a corresponding

provision of a subsequent federal tax law, or listed by the Internal

Revenue Service in the Cumulative List of Organizations Described

in Section 170(c) of the Internal Revenue Code of 1986, I.R.S.

Publication 78, or any successor I.R.S. publication.
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(b)AAAny corporation (or person or entity assisting such

corporation) described in this section shall have immunity from

suit (including both a defense to liability and the right not to

bear the cost, burden, and risk of discovery and trial) as to any

claim alleging that the corporation ’s role as trustee of a trust

described in this section constitutes engaging in the trust

business in a manner requiring a state charter as defined in Section

181.002(a)(9), Finance Code. An interlocutory appeal may be taken

if a court denies or otherwise fails to grant a motion for summary

judgment that is based on an assertion of the immunity provided in

this subsection. (TNPCA 2.31.)

Sec.A2.107.AASTANDARD TAX PROVISIONS FOR CERTAIN CHARITABLE

NONPROFIT CORPORATIONS; POWER TO EXCLUDE. (a) Notwithstanding any

conflicting provision of this chapter, Chapter 3, or the

certificate of formation and except as provided by Subsection (b),

the certificate of formation of each corporation that is a private

foundation as defined by Section 509, Internal Revenue Code, is

considered to contain the following provisions: "The corporation

shall make distributions at the time and in the manner as not to

subject it to tax under Section 4942 of the Internal Revenue Code of

1986; the corporation shall not engage in any act of self-dealing

which would be subject to tax under Section 4941 of the Code; the

corporation shall not retain any excess business holdings which

would subject it to tax under Section 4943 of the Code; the

corporation shall not make any investments which would subject it

to tax under Section 4944 of the Code; and the corporation shall not

make any taxable expenditures which would subject it to tax under
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Section 4945 of the Code."

(b)AAA nonprofit corporation described by Subsection (a) may

amend the certificate of formation of the corporation to expressly

exclude the application of Subsection (a). (TNPCA 2.27.A, B.)

Sec.A2.108.AAPOWERS OF PROFESSIONAL ASSOCIATION. Except as

provided by Title 7, a professional association has the same

powers, privileges, duties, restrictions, and liabilities as a

for-profit corporation. (TPAA 25 (part).)

Sec.A2.109.AAPOWERS OF PROFESSIONAL CORPORATION. Except as

provided by Title 7, a professional corporation has the same

powers, privileges, duties, restrictions, and liabilities as a

for-profit corporation. (TPCA 5 (part).)

Sec.A2.110.AAPOWERS OF COOPERATIVE ASSOCIATION. (a) Except

as provided by Chapter 251, a cooperative association may exercise

the same powers and privileges and is subject to the same duties,

restrictions, and liabilities as a nonprofit corporation.

(b)AAA cooperative association may:

(1)AAown and hold membership in other associations or

corporations;

(2)AAown and hold share capital of other associations

or corporations;

(3)AAown and exercise ownership rights in bonds or

other obligations;

(4)AAmake agreements of mutual aid or federation with

other associations, other groups organized on a cooperative basis,

or other nonprofit groups; and

(5)AAdeliver money to a scholarship fund for rural
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students. (CAA 6 (part).)

Sec.A2.111.AALIMITATION ON POWERS OF COOPERATIVE

ASSOCIATION. Except for the payment of necessary legal fees or

promotion expenses, a cooperative association may not directly or

indirectly use its funds, issue shares, or incur indebtedness for

the payment of compensation for the organization of the cooperative

association in excess of five percent of the amount paid for the

shares or membership certificates involved in the promotion

transaction. (CAA 40(a).)

Sec.A2.112.AASTATED POWERS IN SUBCHAPTER SUFFICIENT. A

domestic entity is not required to state any of the powers provided

to the entity by this subchapter in its governing documents. (TBCA

3.02.B; TLLCA 3.02.B; TNPCA 3.02.C.)

Sec.A2.113.AALIMITATION ON POWERS. (a) This subchapter does

not authorize a domestic entity or a managerial official of a

domestic entity to exercise a power in a manner inconsistent with a

limitation on the purposes or powers of the entity contained in its

governing documents, this code, or other law of this state.

(b)AAThis code does not authorize any action in violation of

the antitrust laws of this state. (TBCA 2.02.B, C; TLLCA 2.02.B, C;

TNPCA 2.02.B, C; TREITA 6.10(B), (C).)

Sec.A2.114.AACERTIFICATED INDEBTEDNESS; MANNER OF ISSUANCE;

SIGNATURE AND SEAL. (a) Except as otherwise provided by the

governing documents of the domestic entity, this code, or other

law, on the issuance by a domestic entity of a bond, debenture, or

other evidence of indebtedness in certificated form, the seal of

the entity, if the entity has adopted a seal, may be a facsimile
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that may be engraved or printed on the certificate.

(b)AAExcept as otherwise provided by the governing documents

of the domestic entity, this code, or other law, if a security

described by Subsection (a) is authenticated with the manual

signature of an authorized officer of the domestic entity or an

authorized officer or representative, to the extent permitted by

law, of a transfer agent or trustee appointed or named by an

indenture of trust or other agreement under which the security is

issued, the signature of any officer of the domestic entity may be a

facsimile signature.

(c)AAA security described by Subsection (a) that contains the

manual or facsimile signature of a person who is no longer an

officer when the security is delivered by the entity may be adopted,

issued, and delivered by the entity in the same manner and to the

same extent as if the person had remained an officer of the entity.

(TLLCA 8.12.B; TMCLA 2.05.)

CHAPTER 3. FORMATION AND GOVERNANCE

SUBCHAPTER A. FORMATION, EXISTENCE, AND

CERTIFICATE OF FORMATION

Sec.A3.001.AAFORMATION AND EXISTENCE OF FILING ENTITIES. (a)

Subject to the other provisions of this code, to form a filing

entity, a certificate of formation complying with Sections 3.003,

3.004, and 3.005 must be filed in accordance with Chapter 4.

(b)AAThe filing of a certificate of formation described by

Subsection (a) may be included in a filing under Chapter 10.

(c)AAThe existence of a filing entity commences when the

filing of the certificate of formation takes effect as provided by

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

117



Chapter 4.

(d)AAExcept in a proceeding by the state to terminate the

existence of a filing entity, an acknowledgment of the filing of a

certificate of formation issued by the filing officer is conclusive

evidence of:

(1)AAthe formation and existence of the filing entity;

(2)AAthe satisfaction of all conditions precedent to

the formation of the filing entity; and

(3)AAthe authority of the filing entity to transact

business in this state. (CAA 9(a), (b); TBCA 3.03.A, 3.04; TLLCA

3.01, 3.03.A, 3.04, 11.01.A(1) (part); TNPCA 3.03.A, 3.04; TPAA

12(A), 13; TPCA 4(a) (part); TREITA 3.10(B); TRLPA 2.01(a) (part),

(b).)

Sec.A3.002.AAFORMATION AND EXISTENCE OF NONFILING ENTITIES.

The requirements for the formation of and the determination of the

existence of a nonfiling entity are governed by the title of this

code that applies to that entity. (New.)

Sec.A3.003.AADURATION. A domestic entity exists perpetually

unless otherwise provided in the governing documents of the entity.

A domestic entity may be terminated in accordance with this code or

the Tax Code. (TBCA 2.02.A (part); TLLCA 2.02.A; TNPCA 2.02.A

(part); TPCA 17 (part).)

Sec.A3.004.AAORGANIZERS. (a) Any person having the capacity

to contract for the person or for another may be an organizer of a

filing entity.

(b)AAEach organizer of a filing entity must sign the

certificate of formation of the filing entity, except that:
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(1)AAeach general partner must sign the certificate of

formation of a domestic limited partnership; and

(2)AAeach trust manager must sign and acknowledge

before an officer who is authorized by law to take acknowledgment of

a deed the certificate of formation of a domestic real estate

investment trust. (TBCA 3.01 (part); TLLCA 3.01 (part); TNPCA

3.01.A (part); TREITA 3.10(A) (part); TRLPA 2.01(a) (part).)

Sec.A3.005.AACERTIFICATE OF FORMATION. (a) The certificate

of formation must state:

(1)AAthe name of the filing entity being formed;

(2)AAthe type of filing entity being formed;

(3)AAfor filing entities other than limited

partnerships, the purpose or purposes for which the filing entity

is formed, which may be stated to be or include any lawful purpose

for that type of entity;

(4)AAfor filing entities other than limited

partnerships, the period of duration, if the entity is not formed to

exist perpetually;

(5)AAthe street address of the initial registered

office of the filing entity and the name of the initial registered

agent of the filing entity at the office;

(6)AAthe name and address of each:

(A)AAorganizer for the filing entity, unless the

entity is formed under a plan of conversion or merger;

(B)AAgeneral partner, if the filing entity is a

limited partnership; or

(C)AAtrust manager, if the filing entity is a real
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estate investment trust;

(7)AAif the filing entity is formed under a plan of

conversion or merger, a statement to that effect and, if formed

under a plan of conversion, the name, address, date of formation,

prior form of organization, and jurisdiction of formation of the

converting entity; and

(8)AAany other information required by this code to be

included in the certificate of formation for the filing entity.

(b)AAThe certificate of formation may contain other

provisions not inconsistent with law relating to the organization,

ownership, governance, business, or affairs of the filing entity.

(c)AAExcept as provided by Section 3.004, Chapter 4 governs

the signing and filing of a certificate of formation for a domestic

entity. (TBCA 3.02.A (part); TLLCA 3.02.A (part), 11.01.A(1)

(part); TNPCA 3.02.A (part); TPAA 8(A) (part); TPCA 4(a) (part);

TREITA 3.10(A) (part); TRLPA 2.01(a) (part).)

Sec.A3.006.AAFILINGS IN CASE OF MERGER OR CONVERSION. (a) If

a new domestic filing entity is formed under a plan of conversion or

merger, the certificate of formation of the entity must be filed

with the certificate of conversion or merger under Section

10.155(a) or 10.153(a). The certificate of formation is not

required to be filed separately under Section 3.001.

(b)AAThe formation and existence of a domestic filing entity

that is a converted entity in a conversion or that is to be created

under a plan of merger takes effect and commences on the

effectiveness of the conversion or merger, as appropriate. (TBCA

3.03.C (part), 3.04.B; TLLCA 3.03.C (part), 3.04.B; TRLPA 2.01(b)
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(part), 2.11(e) (part), 2.15(c) (part).)

Sec.A3.007.AASUPPLEMENTAL PROVISIONS REQUIRED IN

CERTIFICATE OF FORMATION OF FOR-PROFIT CORPORATION. (a) In

addition to the information required by Section 3.005, the

certificate of formation of a for-profit corporation must state:

(1)AAthe aggregate number of shares the corporation is

authorized to issue;

(2)AAif the shares the corporation is authorized to

issue consist of one class of shares only, the par value of each

share or a statement that each share is without par value;

(3)AAif the corporation is to be managed by a board of

directors, the number of directors constituting the initial board

of directors and the name and address of each person who will serve

as director until the first annual meeting of shareholders and

until a successor is elected and qualified; and

(4)AAif the corporation is to be managed pursuant to a

shareholders’ agreement in a manner other than by a board of

directors, the name and address of each person who will perform the

functions required by this code to be performed by the initial board

of directors.

(b)AAIf the shares a for-profit corporation is authorized to

issue consist of more than one class of shares, the certificate of

formation of the for-profit corporation must, with respect to each

class, state:

(1)AAthe designation of the class;

(2)AAthe aggregate number of shares in the class;

(3)AAthe par value of each share or a statement that
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each share is without par value;

(4)AAthe preferences, limitations, and relative rights

of the shares; and

(5)AAif the shares in a class the corporation is

authorized to issue consist of more than one series, the following

with respect to each series:

(A)AAthe designation of the series;

(B)AAthe aggregate number of shares in the series;

(C)AAany preferences, limitations, and relative

rights of the shares to the extent provided in the certificate of

formation; and

(D)AAany authority vested in the board of

directors to establish the series and set and determine the

preferences, limitations, and relative rights of the series.

(c)AAIf the shareholders of a for-profit corporation are to

have a preemptive right or cumulative voting right, the certificate

of formation of the for-profit corporation must comply with Section

21.203 or 21.360, as appropriate. (TBCA 3.02.A (part).)

Sec.A3.008.AASUPPLEMENTAL PROVISIONS REQUIRED IN

CERTIFICATE OF FORMATION OF CLOSE CORPORATION. (a) In addition to a

provision required or permitted to be stated in the certificate of

formation of a for-profit corporation under Section 3.007, the

certificate of formation of a close corporation, whether original,

amended, or restated, must include the sentence, "This corporation

is a close corporation."

(b)AAThe certificate of formation of the close corporation

may contain:
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(1)AAa provision contained or permitted to be contained

in a shareholders’ agreement conforming to Subchapter O, Chapter

21, that the organizers elect to include in the certificate of

formation; or

(2)AAa copy of a shareholders ’ agreement that conforms

to Subchapter O, Chapter 21, and that may be filed in the manner

provided by Section 21.212.

(c)AAA provision contained in the certificate of formation

under Subsection (b) must be preceded by a statement that the

provision is subject to the corporation remaining a close

corporation. (TBCA 3.02.A (part), 12.11.)

Sec.A3.009.AASUPPLEMENTAL PROVISIONS REQUIRED IN

CERTIFICATE OF FORMATION OF NONPROFIT CORPORATION. In addition to

the information required by Section 3.005, the certificate of

formation of a nonprofit corporation must include:

(1)AAif the nonprofit corporation is to have no

members, a statement to that effect;

(2)AAif management of the nonprofit corporation ’s

affairs is to be vested in the nonprofit corporation’s members, a

statement to that effect;

(3)AAthe number of directors constituting the initial

board of directors and the names and addresses of those directors

or, if the management of the nonprofit corporation is vested solely

in the nonprofit corporation’s members, a statement to that effect;

and

(4)AAif the nonprofit corporation is to be authorized

on its winding up to distribute the nonprofit corporation ’s assets
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in a manner other than as provided by Section 22.304, a statement

describing the manner of distribution. (TNPCA 3.02.A (part).)

Sec.A3.010.AASUPPLEMENTAL PROVISIONS REQUIRED IN

CERTIFICATE OF FORMATION OF LIMITED LIABILITY COMPANY. In addition

to the information required by Section 3.005, the certificate of

formation of a limited liability company must state:

(1)AAwhether the limited liability company will or will

not have managers;

(2)AAif the limited liability company will have

managers, the name and address of each initial manager of the

limited liability company; and

(3)AAif the limited liability company will not have

managers, the name and address of each initial member of the limited

liability company. (TLLCA 3.02.A (part).)

Sec.A3.011.AASUPPLEMENTAL PROVISIONS REGARDING CERTIFICATE

OF FORMATION OF LIMITED PARTNERSHIP. (a) To form a limited

partnership, the partners must enter into a partnership agreement

and file a certificate of formation.

(b)AAThe partners of a limited partnership formed under

Section 10.001 or 10.101 may include the partnership agreement

required under Subsection (a) in the plan of merger or conversion.

(c)AAA certificate of formation for a limited partnership

must include the address of the principal office of the partnership

in the United States where records are to be kept or made available

under Section 153.551.

(d)AAThe fact that a certificate of formation is on file with

the secretary of state is notice that the partnership is a limited
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partnership and of all other facts contained in the certificate as

required by Section 3.005. (TRLPA 2.01(a) (part), 2.09.)

Sec.A3.012.AASUPPLEMENTAL PROVISIONS REQUIRED IN

CERTIFICATE OF FORMATION OF REAL ESTATE INVESTMENT TRUST. In

addition to the information required by Section 3.005, the

certificate of formation of a real estate investment trust must

state:

(1)AAthat an assumed name certificate stating the name

of the real estate investment trust has been filed in the manner

provided by law;

(2)AAthat the purpose of the real estate investment

trust is to:

(A)AApurchase, hold, lease, manage, sell,

exchange, develop, subdivide, and improve real property and

interests in real property, other than severed mineral, oil, or gas

royalty interests, and carry on any other business and perform any

other action in connection with a purpose described by this

paragraph;

(B)AAexercise powers conferred by the laws of this

state on a real estate investment trust; and

(C)AAperform any action described by Chapter 200

or Title 1 to the same extent as an individual;

(3)AAthe post office address of the initial principal

office and place of business of the real estate investment trust;

(4)AAthe aggregate number of shares of beneficial

interest the real estate investment trust is authorized to issue

and the par value to be received by the real estate investment trust
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for the issuance of each share;

(5)AAif shares described by Subdivision (4) are divided

into classes as authorized by Section 200.102 or 200.103, a

description of each class of shares, including any preferences,

conversion and other rights, voting powers, restrictions,

limitations as to dividends, qualifications, and terms and

conditions of redemption; and

(6)AAthat the trust managers shall manage the money or

property received for the issuance of shares for the benefit of the

shareholders of the real estate investment trust. (TREITA 3.10(A)

(part).)

Sec.A3.013.AASUPPLEMENTAL PROVISIONS REQUIRED IN

CERTIFICATE OF FORMATION OF COOPERATIVE ASSOCIATION. In addition to

the information required by Section 3.005, the certificate of

formation of a cooperative association must state:

(1)AAwhether the cooperative association is organized

with or without shares;

(2)AAthe number of shares or memberships subscribed for

the cooperative association;

(3)AAif the cooperative association is organized with

shares:

(A)AAthe amount of authorized capital;

(B)AAthe number and type of shares;

(C)AApar value of the shares, if any; and

(D)AAthe rights, preferences, and restrictions of

each type of share;

(4)AAthe method of distribution on winding up and
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termination of any surplus of the cooperative association in

accordance with Section 251.403; and

(5)AAthe names and street addresses of the directors

who will manage the affairs of the cooperative association for the

initial year, unless sooner changed by the members. (CAA 8(b)

(part).)

Sec.A3.014.AASUPPLEMENTAL PROVISIONS REQUIRED IN

CERTIFICATE OF FORMATION OF PROFESSIONAL ENTITY. In addition to the

information required by Section 3.005, the certificate of formation

of a professional entity must state:

(1)AAthe type of professional service to be provided by

the professional entity as the purpose of the entity; and

(2)AAthat the professional entity is a:

(A)AAprofessional association;

(B)AAprofessional corporation; or

(C)AAprofessional limited liability company.

(TLLCA 11.01.A(1) (part); TPAA 8(A) (part); TPCA 4(a) (part).)

Sec.A3.015.AASUPPLEMENTAL PROVISIONS REQUIRED IN

CERTIFICATE OF FORMATION OF PROFESSIONAL ASSOCIATION. (a) In

addition to containing the information required under Sections

3.005 and 3.014, the certificate of formation of a professional

association must:

(1)AAbe signed by each member of the association; and

(2)AAstate:

(A)AAthe name and address of each original member

of the association; and

(B)AAthat a member of the association may not
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dissolve the association independently of other members of the

association.

(b)AAThe certificate of formation of a professional

association may contain:

(1)AAprovisions regarding shares or units of ownership

in the association;

(2)AAprovisions governing the winding up and

termination of the association’s business; and

(3)AAany other provision consistent with state law

regulating the internal affairs of a professional association.

(TPAA 8(A) (part), (B), (C), (D), (E).)

[Sections 3.016-3.050 reserved for expansion]

SUBCHAPTER B. AMENDMENTS AND RESTATEMENTS OF

CERTIFICATE OF FORMATION

Sec.A3.051.AARIGHT TO AMEND CERTIFICATE OF FORMATION. (a) A

filing entity may amend its certificate of formation.

(b)AAAn amended certificate of formation may contain only

provisions that:

(1)AAwould be permitted at the time of the amendment if

the amended certificate of formation were a newly filed original

certificate of formation; or

(2)AAeffect a change, exchange, reclassification, or

cancellation in the membership or ownership interests or the rights

of owners or members of the filing entity. (TBCA 4.01.A; TLLCA

3.05.A; TNPCA 4.01; TPAA 14(A); TREITA 22.10(A); TRLPA 2.02(a)

(part).)

Sec.A3.052.AAPROCEDURES TO AMEND CERTIFICATE OF FORMATION.
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(a) The procedure to adopt an amendment to the certificate of

formation is as provided by the title of this code that applies to

the entity.

(b)AAA filing entity that amends its certificate of formation

shall sign and file, in the manner required by Chapter 4, a

certificate of amendment complying with Section 3.053 or a restated

certificate of formation complying with Section 3.059. (TBCA 4.05;

TLLCA 3.07.A; TNPCA 4.04; TPAA 16; TREITA 22.50; TRLPA 2.02(a)

(part).)

Sec.A3.053.AACERTIFICATE OF AMENDMENT. A certificate of

amendment for a filing entity must state:

(1)AAthe name of the filing entity;

(2)AAthe type of the filing entity;

(3)AAfor each provision of the certificate of formation

that is added, altered, or deleted, an identification by reference

or description of the added, altered, or deleted provision and, if

the provision is added or altered, a statement of the text of the

amended or added provision;

(4)AAthat the amendment or amendments have been

approved in the manner required by this code and the governing

documents of the entity; and

(5)AAany other matter required by the provisions of

this code applicable to the filing entity to be in the certificate

of amendment. (TBCA 4.04.B; TLLCA 3.06.B; TNPCA 4.03; TPAA 15;

TREITA 22.40(B); TRLPA 2.02(a).)

Sec.A3.054.AASUPPLEMENTAL PROVISIONS FOR CERTIFICATE OF

AMENDMENT OF FOR-PROFIT CORPORATION. (a) In addition to the
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statements required by Section 3.053, a certificate of amendment

for a for-profit corporation must state:

(1)AAif the amendment provides for an exchange,

reclassification, or cancellation of issued shares, the manner in

which the exchange, reclassification, or cancellation of the issued

shares will be effected if the manner is not specified in the

amendment; and

(2)AAif the amendment effects a change in the amount of

stated capital, the manner in which the change in the amount of

stated capital is effected and the amount of stated capital

expressed in dollar terms as changed by the amendment.

(b)AAAn officer shall sign the certificate of amendment on

behalf of the for-profit corporation. If shares of the for-profit

corporation have not been issued and the certificate of amendment

is adopted by the board of directors, a majority of the directors

may sign the certificate of amendment on behalf of the for-profit

corporation. (TBCA 4.04.A, B (part).)

Sec.A3.055.AASUPPLEMENTAL PROVISIONS FOR CERTIFICATE OF

AMENDMENT OF REAL ESTATE INVESTMENT TRUST. (a) In addition to the

statements required by Section 3.053, a certificate of amendment

for a real estate investment trust must state:

(1)AAif the amendment provides for an exchange,

reclassification, or cancellation of issued shares, the manner in

which the exchange, reclassification, or cancellation of the issued

shares will be effected if the manner is not specified in the

amendment; and

(2)AAif the amendment effects a change in the amount of
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stated capital, the manner in which the change in the amount of

stated capital is effected and the amount of stated capital

expressed in dollar terms as changed by the amendment.

(b)AAIf shares of the real estate investment trust have not

been issued and the certificate of amendment is adopted by the trust

managers, a majority of the trust managers may execute the

certificate of amendment on behalf of the real estate investment

trust. (TREITA 22.40(A), (B) (part).)

Sec.A3.056.AAEFFECT OF FILING OF CERTIFICATE OF AMENDMENT.

(a) An amendment to a certificate of formation takes effect when

the filing of the certificate of amendment takes effect as provided

by Chapter 4.

(b)AAAn amendment to a certificate of formation does not

affect:

(1)AAan existing cause of action in favor of or against

the entity for which the certificate of amendment is sought;

(2)AAa pending suit to which the entity is a party; or

(3)AAan existing right of a person other than an

existing owner.

(c)AAIf the name of an entity is changed by amendment, an

action brought by or against the entity in the former name of the

entity does not abate because of the name change. (TBCA 4.06; TLLCA

3.08; TNPCA 4.05; TPAA 17; TREITA 22.60; TRLPA 2.02(e).)

Sec.A3.057.AARIGHT TO RESTATE CERTIFICATE OF FORMATION. (a)

A filing entity may restate its certificate of formation.

(b)AAAn amendment effected by a restated certificate of

formation must comply with Section 3.051(b). (TBCA 4.07.A (part);

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

131



TLLCA 3.09.A (part); TNPCA 4.06.A (part); TREITA 22.70(A) (part);

TRLPA 2.10(a), (e).)

Sec.A3.058.AAPROCEDURES TO RESTATE CERTIFICATE OF FORMATION.

(a) The procedure to adopt a restated certificate of formation is

governed by the title of this code that applies to the entity.

(b)AAA filing entity that restates its certificate of

formation shall sign and file, in the manner required by Chapter 4,

a restated certificate of formation and accompanying statements

complying with Section 3.059. (TBCA 4.07.A (part), D; TLLCA 3.09.A

(part), D; TNPCA 4.06.A (part), D; TREITA 22.70(A) (part); TRLPA

2.10(b) (part).)

Sec.A3.059.AARESTATED CERTIFICATE OF FORMATION. (a) A

restated certificate of formation must accurately state the text of

the previous certificate of formation, regardless of whether the

certificate of formation is an original, corrected, or restated

certificate, and include:

(1)AAeach previous amendment to the certificate being

restated that is carried forward; and

(2)AAeach new amendment to the certificate being

restated.

(b)AAA restated certificate of formation may omit:

(1)AAthe name and address of each organizer other than

the name and address of each general partner of a limited

partnership or trust manager of a real estate investment trust; and

(2)AAany other information that may be omitted under

the provisions of this code applicable to the filing entity.

(c)AAA restated certificate of formation that does not make
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new amendments to the certificate of formation being restated must

be accompanied by:

(1)AAa statement that the restated certificate of

formation accurately states the text of the certificate of

formation being restated, as amended, restated, and corrected,

except for information omitted under Subsection (b); and

(2)AAany other information required by other provisions

of this code applicable to the filing entity.

(d)AAA restated certificate of formation that makes new

amendments to the certificate of formation being restated must:

(1)AAbe accompanied by a statement that each new

amendment has been made in accordance with this code;

(2)AAidentify by reference or description each added,

altered, or deleted provision;

(3)AAbe accompanied by a statement that each amendment

has been approved in the manner required by this code and the

governing documents of the entity;

(4)AAbe accompanied by a statement that the restated

certificate of formation:

(A)AAaccurately states the text of the certificate

of formation being restated and each amendment to the certificate

of formation being restated that is in effect, as further amended by

the restated certificate of formation; and

(B)AAdoes not contain any other change in the

certificate of formation being restated except for information

omitted under Subsection (b); and

(5)AAinclude any other information required by the
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title of this code applicable to the entity. (TBCA 4.07.A (part), B

(part), C (part); TLLCA 3.09.A (part), B (part), C (part); TNPCA

4.06.A (part), B (part), C (part); TREITA 22.70(A) (part), (B)

(part), (C) (part); TRLPA 2.10(b) (part), (c).)

Sec.A3.060.AASUPPLEMENTAL PROVISIONS FOR RESTATED

CERTIFICATE OF FORMATION FOR FOR-PROFIT CORPORATION. (a) In

addition to the provisions authorized or required by Section 3.059,

a restated certificate of formation for a for-profit corporation

may update the current number of directors and the names and

addresses of the persons serving as directors.

(b)AAAn officer shall sign the restated certificate of

formation on behalf of the corporation. If shares of the

corporation have not been issued and the restated certificate of

formation is adopted by the board of directors, the majority of the

directors may sign the restated certificate of formation on behalf

of the corporation. (TBCA 4.07.B (part), C (part).)

Sec.A3.061.AASUPPLEMENTAL PROVISIONS FOR RESTATED

CERTIFICATE OF FORMATION FOR NONPROFIT CORPORATION. (a) In

addition to the provisions authorized or required by Section 3.059,

a restated certificate of formation for a nonprofit corporation may

update the current number of directors and the names and addresses

of the persons serving as directors.

(b)AAIf the nonprofit corporation is a church in which

management is vested in the church ’s members under Section 22.202,

and the original certificate of formation is not required to

contain a statement to that effect, any restated certificate of

formation for the church must contain a statement to that effect in
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addition to the information required by Section 3.059. (TNPCA

4.06.B (part), C (part).)

Sec.A3.062.AASUPPLEMENTAL PROVISIONS FOR RESTATED

CERTIFICATE OF FORMATION FOR REAL ESTATE INVESTMENT TRUST. In

addition to the provisions authorized or required by Section 3.059,

a restated certificate of formation for a real estate investment

trust may update the current number of trust managers and the names

and addresses of the persons serving as trust managers. (TREITA

22.70(B) (part), (C) (part).)

Sec.A3.063.AAEFFECT OF FILING OF RESTATED CERTIFICATE OF

FORMATION. (a) A restated certificate of formation takes effect

when the filing of the restated certificate of formation takes

effect as provided by Chapter 4.

(b)AAOn the date the restated certificate of formation takes

effect, the original certificate of formation and each prior

amendment or restatement of the certificate of formation is

superseded and the restated certificate of formation is the

effective certificate of formation.

(c)AASections 3.056(b) and (c) apply to an amendment effected

by a restated certificate of formation. (TBCA 4.07.F; TLLCA

3.09.F; TNPCA 4.06.F; TREITA 22.70(E); TRLPA 2.10(d).)

[Sections 3.064-3.100 reserved for expansion]

SUBCHAPTER C. GOVERNING PERSONS AND OFFICERS

Sec.A3.101.AAGOVERNING AUTHORITY. Subject to the title of

this code that governs the domestic entity and the governing

documents of the domestic entity, the governing authority of a

domestic entity manages and directs the business and affairs of the
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domestic entity. (TBCA 2.31 (part); TLLCA 2.12 (part); TNPCA

2.14.A (part); TRLPA 4.03(a); TRPA 4.01(d) (part).)

Sec.A3.102.AARIGHTS OF GOVERNING PERSONS IN CERTAIN CASES.

(a) In discharging a duty or exercising a power, a governing

person, including a governing person who is a member of a committee,

may, in good faith and with ordinary care, rely on information,

opinions, reports, or statements, including financial statements

and other financial data, concerning a domestic entity or another

person and prepared or presented by:

(1)AAan officer or employee of the entity;

(2)AAlegal counsel;

(3)AAa certified public accountant;

(4)AAan investment banker;

(5)AAa person who the governing person reasonably

believes possesses professional expertise in the matter; or

(6)AAa committee of the governing authority of which

the governing person is not a member.

(b)AAA governing person may not in good faith rely on the

information described by Subsection (a) if the governing person has

knowledge of a matter that makes the reliance unwarranted. (TBCA

2.41.D; TNPCA 2.26.C (part), 2.28.B (part), C; TREITA 15.10(C),

(D).)

Sec.A3.103.AAOFFICERS. (a) Officers of a domestic entity may

be elected or appointed in accordance with the governing documents

of the entity or by the governing authority of the entity unless

prohibited by the governing documents.

(b)AAAn officer of an entity shall perform the duties in the
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management of the entity and has the authority as provided by the

governing documents of the entity or the governing authority that

elects or appoints the officer.

(c)AAA person may simultaneously hold any two or more offices

of an entity unless prohibited by this code or the governing

documents of the entity. (CAA 22 (part); TBCA 2.42.A (part), B;

TLLCA 2.21.A, B; TNPCA 2.20.A (part), B; TPAA 9(G) (part); TREITA

4.10(F) (part).)

Sec.A3.104.AAREMOVAL OF OFFICERS. (a) Unless otherwise

provided by the governing documents of a domestic entity, an

officer may be removed for or without cause by the governing

authority or as provided by the governing documents of the entity.

The removal of an officer does not prejudice any contract rights of

the person removed.

(b)AAElection or appointment of an officer does not by itself

create contract rights. (TBCA 2.43; TNPCA 2.21; TREITA 4.10(F)

(part).)

Sec.A3.105.AARIGHTS OF OFFICERS IN CERTAIN CASES. (a) In

discharging a duty or exercising a power, an officer of a domestic

entity may, in good faith and ordinary care, rely on information,

opinions, reports, or statements, including financial statements

and other financial data, concerning the entity or another person

and prepared or presented by:

(1)AAanother officer or an employee of the entity;

(2)AAlegal counsel;

(3)AAa certified public accountant;

(4)AAan investment banker; or
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(5)AAa person who the officer reasonably believes

possesses professional expertise in the matter.

(b)AAAn officer may not in good faith rely on the information

described by Subsection (a) if the officer has knowledge of a matter

that makes the reliance unwarranted. (TBCA 2.42.C; TNPCA 2.20.D

(part), E.)

[Sections 3.106-3.150 reserved for expansion]

SUBCHAPTER D. RECORDKEEPING OF FILING ENTITIES

Sec.A3.151.AABOOKS AND RECORDS FOR ALL FILING ENTITIES. (a)

Each filing entity shall keep:

(1)AAbooks and records of accounts;

(2)AAminutes of the proceedings of the owners or

members or governing authority of the filing entity and committees

of the owners or members or governing authority of the filing

entity;

(3)AAat its registered office or principal place of

business, or at the office of its transfer agent or registrar, a

current record of the name and mailing address of each owner or

member of the filing entity; and

(4)AAother books and records as required by the title of

this code governing the entity.

(b)AAThe books, records, minutes, and ownership or

membership records of any filing entity, including those described

in Subsection (a)(4), may be in written form or another form capable

of being converted into written form within a reasonable time.

(c)AAThe records required by Subsection (a)(2) need not be

maintained by a limited partnership or a limited liability company
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except to the extent required by its governing documents. (TBCA

2.44.A (part); TLLCA 2.22.A (part), B; TNPCA 2.23.A; TREITA

18.10(A); TRLPA 1.07(a) (part), (b).)

Sec.A3.152.AAGOVERNING PERSON’S RIGHT OF INSPECTION. (a) A

governing person of a filing entity may examine the entity ’s books

and records maintained under Section 3.151 and other books and

records of the entity for a purpose reasonably related to the

governing person’s service as a governing person.

(b)AAA court may require a filing entity to open the books and

records of the filing entity, including the books and records

maintained under Section 3.151, to permit a governing person to

inspect, make copies of, or take extracts from the books and records

on a showing by the governing person that:

(1)AAthe person is a governing person of the entity;

(2)AAthe person demanded to inspect the entity’s books

and records;

(3)AAthe person’s purpose for inspecting the entity’s

books and records is reasonably related to the person ’s service as a

governing person; and

(4)AAthe entity refused the person’s good faith demand

to inspect the books and records.

(c)AAA court may award a governing person attorney ’s fees and

any other proper relief in a suit to require a filing entity to open

its books and records under Subsection (b).

(d)AAThis section does not apply to limited partnerships.

Section 153.552 applies to limited partnerships. (TBCA 2.44.B.)

Sec.A3.153.AARIGHT OF EXAMINATION BY OWNER OR MEMBER. Each
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owner or member of a filing entity may examine the books and records

of the filing entity maintained under Section 3.151 and other books

and records of the filing entity to the extent provided by the

governing documents of the entity and the title of this code

governing the filing entity. (TBCA 2.44.C; TLLCA 2.22.D, E; TNPCA

2.23.B; TREITA 18.10(B).)

[Sections 3.154-3.200 reserved for expansion]

SUBCHAPTER E. CERTIFICATES REPRESENTING OWNERSHIP INTEREST

Sec.A3.201.AACERTIFICATED OR UNCERTIFICATED OWNERSHIP

INTEREST; APPLICABILITY. (a) Ownership interests in a domestic

entity may be certificated or uncertificated.

(b)AAThe ownership interests in a for-profit corporation,

real estate investment trust, or professional corporation must be

certificated unless the governing documents of the entity or a

resolution adopted by the governing authority of the entity states

that the ownership interests are uncertificated. If a domestic

entity changes the form of its ownership interests from

certificated to uncertificated, a certificated ownership interest

subject to the change becomes an uncertificated ownership interest

only after the certificate is surrendered to the domestic entity.

(c)AAOwnership interests in a domestic entity, other than a

domestic entity described by Subsection (b), are uncertificated

unless this code or the governing documents of the domestic entity

state that the interests are certificated.

(d)AASections 3.202-3.205 do not apply to a partnership or a

limited liability company except to the extent that the governing

documents of the partnership or limited liability company specify.
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(e)AAThe governing documents of a partnership or a limited

liability company may:

(1)AAprovide that an owner’s ownership interest may be

evidenced by a certificate of ownership interest issued by the

entity;

(2)AAprovide for the assignment or transfer of

ownership interests represented by certificates; and

(3)AAmake other provisions with respect to the

certificate. (TBCA 2.19.A (part); TLLCA 4.05.B; TREITA 7.20(A)

(part); TRLPA 7.02(c); TRPA 5.02(b).)

Sec.A3.202.AAFORM AND VALIDITY OF CERTIFICATES; ENFORCEMENT

OF ENTITY’S RIGHTS. (a) A certificate representing the ownership

interest in a domestic entity may contain an impression of the seal

of the entity, if any. A facsimile of the entity ’s seal may be

printed or lithographed on the certificate.

(b)AAIf a domestic entity is authorized to issue ownership

interests of more than one class or series, each certificate

representing ownership interests that is issued by the entity must

conspicuously state on the front or back of the certificate:

(1)AAthe designations, preferences, limitations, and

relative rights of the ownership interests of each class or series

to the extent they have been determined and the authority of the

governing authority to make those determinations as to subsequent

series; or

(2)AAthat the information required by Subdivision (1)

is stated in the domestic entity’s governing documents and that the

domestic entity, on written request to the entity ’s principal place
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of business or registered office, will provide a free copy of that

information to the record holder of the certificate.

(c)AAA certificate representing ownership interests must

state on the front of the certificate:

(1)AAthat the domestic entity is organized under the

laws of this state;

(2)AAthe name of the person to whom the certificate is

issued;

(3)AAthe number and class of ownership interests and

the designation of the series, if any, represented by the

certificate; and

(4)AAif the ownership interests are shares, the par

value of each share represented by the certificate, or a statement

that the shares are without par value.

(d)AAA certificate representing ownership interests that is

subject to a restriction, placed by or agreed to by the domestic

entity under this code, or otherwise contained in its governing

documents, on the transfer or registration of the transfer of the

ownership interests must:

(1)AAconspicuously state or provide a summary of the

restriction on the front of the certificate;

(2)AAstate the restriction on the back of the

certificate and conspicuously refer to that statement on the front

of the certificate; or

(3)AAconspicuously state on the front or back of the

certificate that a restriction exists pursuant to a specified

document and:
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(A)AAthat the domestic entity, on written request

to the entity’s principal place of business, will provide a free

copy of the document to the certificate record holder; or

(B)AAif the document has been filed in accordance

with this code, that the document:

(i)AAis on file with the secretary of state

or, in the case of a real estate investment trust, with the county

clerk of the county in which the real estate investment trust ’s

principal place of business is located; and

(ii)AAcontains a complete statement of the

restriction.

(e)AAA domestic entity that fails to provide to the record

holder of a certificate within a reasonable time a document as

required by Subsection (d)(3)(A) may not enforce the entity ’s

rights under the restriction imposed on the certificated ownership

interests. (TBCA 2.19.A (part), B (part), C, G; TREITA 7.20(A)

(part), (B), (C), (F), (G).)

Sec.A3.203.AASIGNATURE REQUIREMENT. (a) The managerial

official or officials of a domestic entity authorized by the

governing documents of the entity to sign certificated ownership

interests of the entity must sign any certificate representing an

ownership interest in the entity.

(b)AAA certificated ownership interest that contains the

manual or facsimile signature of a person who is no longer a

managerial official of a domestic entity when the certificate is

issued may be issued by the entity in the same manner and with the

same effect as if the person had remained a managerial official.
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(TBCA 2.19.A (part); TREITA 7.20(A) (part).)

Sec.A3.204.AADELIVERY REQUIREMENT. A domestic entity shall

deliver a certificate representing a certificated ownership

interest to which the owner is entitled. (TBCA 2.19.A (part);

TREITA 7.20(A) (part).)

Sec.A3.205.AANOTICE FOR UNCERTIFICATED OWNERSHIP INTEREST.

(a) Except as provided by Subsection (c) and in accordance with

Chapter 8, Business & Commerce Code, after issuing or transferring

an uncertificated ownership interest, a domestic entity shall

notify the owner of the ownership interest in writing of any

information required under this subchapter to be stated on a

certificate representing the ownership interest.

(b)AAExcept as otherwise expressly provided by law, the

rights and obligations of the owner of an uncertificated ownership

interest are the same as the rights and obligations of the owner of

a certificated ownership interest of the same class and series.

(c)AAA domestic entity is not required to send a notice under

Subsection (a) if:

(1)AAthe required information is included in the

governing documents of the entity; and

(2)AAthe owner of the uncertificated ownership interest

is provided with a copy of the governing documents. (TBCA 2.19.D

(part); TREITA 7.20(D) (part).)

CHAPTER 4. FILINGS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A4.001.AASIGNATURE AND DELIVERY. (a) A filing

instrument must be:
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(1)AAsigned by a person authorized by this code to act

on behalf of the entity in regard to the filing instrument; and

(2)AAdelivered to the secretary of state in person or by

mail, courier, facsimile or electronic transmission, or any other

comparable form of delivery.

(b)AAA person authorized by this code to sign a filing

instrument for an entity is not required to show evidence of the

person’s authority as a requirement for filing. (TBCA 2.06.B

(part), C (part), D, 2.07.B (part), 2.10.B (part), 2.10-1.B (part),

2.12.C(2) (part), (3) (part), 2.13.D (part), E (part), 2.22.E(2)

(part), 3.01, 3.03.A (part), C (part), 4.05.A (part), 4.07.D

(part), 4.10.B (part), C (part), 4.11.B (part), C (part), 4.12.B

(part), C (part), 4.14.B (part), C (part), 5.03.L (part), 5.04.A

(part), B, 5.16.B (part), C, 5.17.E (part), 5.18.A (part), B, 6.01

(part), 6.02, 6.05.B (part), 6.07.A (part), 7.01.E (part), 7.12.E

(part), 8.06.A (part), 8.09.A (part), B (part), D (part), 8.13.A,

B, D, 8.14.A (part), B, C, 8.15.A (part), 8.16.E (part), 10.01.B

(part), 10.03.A (part), B (part), 12.22.B (part), 12.34.B (part);

TLLCA 2.04.B (part), 2.06.B (part), D (part), 2.07.B (part), 3.01,

3.03.A (part), C (part), 3.06.A, 3.07.A (part), 3.09.D (part),

6.08.A (part), 7.06.A (part), 7.08.A, B, D, 7.09.A (part), B,

7.10.A (part), 7.11.E (part), 8.12.A, B, 9.01.B (part), 9.03.B,

10.03.A (part), B (part), 10.05.B (part), C (part), 10.09.B,

11.01.A (part), 11.07.A (part); TNPCA 2.04A.B, 2.06.D (part),

2.06A.A (part), B (part), 3.03.A (part), 4.03.A (part), 4.04.A

(part), 4.06.D (part), 5.04.A (part), B (part), 6.05.A (part),

6.06.A (part), 7.01.E (part), 8.05.A (part), 8.08.A (part), B
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(part), D (part), 8.12.A, B, D, 8.14.A (part), 8.15.E (part),

10.07.B (part), C (part); TMCLA 7.01, 7.03.A (part); TPAA 8(E),

12(A) (part), 15 (part), 16(A) (part), 18 (part), 19(A) (part), 21

(part); TPCA 4(a) (part), 19A(a); TRLPA 1.05(a), (b) (part), (d)

(part), 1.06(b) (part), (c) (part), (f) (part), (h) (part), (i)

(part), 2.01(a) (part), 2.02(a) (part), (f) (part), 2.03(a) (part),

2.04(a), (b), 2.06(c) (part), 2.07(a) (part), 2.10(b) (part),

2.11(d) (part), (e) (part), 2.12.B, 2.14(b) (part), 2.15(e) (part),

9.02(a) (part), 9.06 (part), 9.09, 13.05(a) (part), (b) (part),

13.07(a) (part), 13.09(a) (part); TRPA 3.08(b) (part), (e), 9.01(a)

(part), (b) (part), 9.02(d) (part), (e) (part), 9.05(e) (part),

10.02(a) (part), (b), (c) (part), (f) (part), (g) (part), (k)

(part), 10.05(b) (part), (c) (part), (f) (part), (h) (part), (i)

(part); TREITA 3.10(A) (part), (B) (part), 5.10(B) (part), (C)

(part), (F) (part), 7.40(F) (part), 19.20(A) (part), (B), 22.40(A),

22.50, 22.70(D), 23.40(A) (part), (B), 26.10(C) (part), (D) (part),

27.10(A) (part), (B).)

Sec.A4.002.AAACTION BY SECRETARY OF STATE. (a) If the

secretary of state finds that a filing instrument delivered under

Section 4.001 conforms to the provisions of this code that apply to

the entity and to applicable rules adopted under Section 12.001 and

that all required fees have been paid, the secretary of state shall:

(1)AAfile the instrument by accepting it into the

filing system adopted by the secretary of state and assigning the

instrument a date of filing; and

(2)AAdeliver a written or electronic acknowledgment of

filing to the entity or its representative.
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(b)AAIf a duplicate copy of the filing instrument is

delivered to the secretary of state, on accepting the filing

instrument, the secretary of state shall return the duplicate copy,

endorsed with the word "Filed" and the month, day, and year of

filing, to the entity or its representative with the acknowledgment

of filing. (TBCA 2.06.B (part), 2.10.B (part), D (part), 2.10-1.B

(part), 2.12.C(3) (part), 2.13.E (part), 2.22.E(2) (part), 3.03.A,

B, C (part), 4.05, 4.07.D (part), E, 4.10.C, 4.11.C, 4.12.C, 5.03.L

(part), 5.04.C, 5.17.E (part), 5.18.C, 6.01 (part), 6.05.C, 6.07.A

(part), B (part), 7.01.E (part), 8.06.A (part), B, 8.09.B (part), D

(part), 8.15.A (part), 8.16.D (part), E (part), 10.01.B (part),

10.03.B (part), 12.22.C, 12.34.C; TLLCA 2.04.B (part), 2.06.B

(part), 2.07.B (part), 3.03, 3.07, 3.09.D, E, 6.08.A (part), B

(part), 7.06.A (part), B, 7.10, 7.11.D (part), 8.12.A, B, 10.03.B,

10.09.C, 11.07.A (part), B; TMCLA 7.03, 7.08; TNPCA 2.06.B (part),

D (part), 2.06A.B (part), 3.03.A (part), B, 4.04.A (part), B,

4.06.D (part), E, 5.04.B (part), C, 6.06.A (part), B (part), 7.01.E

(part), 8.05.A (part), B, 8.08.B (part), D (part), 8.14.A (part), B

(part), 8.15.D (part), E (part), 9.01.E, 9.02.G, 10.07.C (part);

TPAA 12(A) (part), (B), 16(A) (part), (B), 19(A) (part), (B); TPCA

19A(a) (part), (b); TRLPA 1.06(c) (part), (g) (part), (i) (part),

2.07(a) (part), (c), 2.11(e) (part), 9.03(a), 9.09, 13.04(c),

13.05(d) (part), 13.07(b), 13.08(a) (part), 13.09(b); TRPA

3.08(b)(8), (9) (part), (16), (18), 9.02(e) (part), 9.05(f),

10.02(h), (i) (part), 10.05(c) (part), (e), (g), (i) (part).)

Sec.A4.003.AAFILING OR ISSUANCE OF REPRODUCTION OR

FACSIMILE. (a) A photographic, photostatic, facsimile,
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electronic, or similar reproduction of a filing instrument,

signature, acknowledgment of filing, or communication may be filed

or issued in place of:

(1)AAan original filing instrument;

(2)AAan original signature on a filing instrument; or

(3)AAan original acknowledgment of filing or other

written communication from the secretary of state relating to a

filing instrument.

(b)AATo the extent any filing or action on a filing conforms

to this subchapter, a filing instrument or an acknowledgment of

filing issued by the secretary of state is not required to be on

paper or to be reduced to printed form. (TLLCA 8.12.B; TMCLA 7.07;

TRLPA 9.02(a) (part), 13.04; TRPA 3.08(b)(12), (16), (17), (18),

10.02(l).)

Sec.A4.004.AATIME FOR FILING. Unless this code prescribes a

specific period for filing, an entity shall promptly file each

filing instrument that this code requires the entity to file. (TBCA

9.07.A; TLLCA 8.07.)

Sec.A4.005.AACERTIFICATES AND CERTIFIED COPIES. (a) A

court, public office, or official body shall accept a certificate

issued as provided by this code by the secretary of state or a copy

of a filing instrument accepted by the secretary of state for filing

as provided by this code that is certified by the secretary of state

as prima facie evidence of the facts stated in the certificate or

instrument.

(b)AAA court, public office, or official body may record a

certificate or certified copy described by Subsection (a).
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(c)AAA court, public office, or official body shall accept a

certificate issued under an official seal by the secretary of state

as to the existence or nonexistence of facts that relate to an

entity that would not appear from a certified copy of a filing

instrument as prima facie evidence of the existence or nonexistence

of the facts stated in the certificate. (TBCA 9.05; TLLCA 8.05;

TNPCA 9.06.)

Sec.A4.006.AAFORMS ADOPTED BY SECRETARY OF STATE. (a) The

secretary of state may adopt forms for a filing instrument or a

report authorized or required by this code to be filed with the

secretary of state.

(b)AAA person is not required to use a form adopted by the

secretary of state unless this code expressly requires use of that

form. (TBCA 9.06; TLLCA 8.06; TNPCA 9.07; TPAA 21 (part); TRLPA

13.05(b) (part), (d) (part); TRPA 3.08(b)(10), 10.02(j).)

Sec.A4.007.AALIABILITY FOR FALSE FILING INSTRUMENTS. (a) A

person may recover damages, court costs, and reasonable attorney ’s

fees if the person incurs a loss and:

(1)AAthe loss is caused by a:

(A)AAforged filing instrument; or

(B)AAfiled filing instrument that constitutes an

offense under Section 4.008; or

(2)AAthe person reasonably relies on:

(A)AAa false statement of material fact in a filed

filing instrument; or

(B)AAthe omission in a filed filing instrument of

a material fact required by this code to be included in the
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instrument.

(b)AAA person may recover under Subsection (a) from:

(1)AAeach person who forged the forged filing

instrument or signed the filing instrument and knew when the

instrument was signed of the false statement or omission;

(2)AAany managerial official of the entity who directed

the signing and filing of the filing instrument who knew or should

have known when the instrument was signed or filed of the false

statement or omission; or

(3)AAthe entity that authorizes the filing of the

filing instrument. (TRLPA 2.08, 9.05.)

Sec.A4.008.AAOFFENSE; PENALTY. (a) A person commits an

offense if the person signs or directs the filing of a filing

instrument that the person knows is materially false with intent

that the filing instrument be delivered on behalf of an entity to

the secretary of state for filing.

(b)AAAn offense under this section is a Class A misdemeanor

unless the actor’s intent is to defraud or harm another, in which

event the offense is a state jail felony. (TBCA 10.02; TLLCA 9.02;

TNPCA 9.03A; TPAA 26; TRPA 3.08(b)(13), 10.02(m).)

Sec.A4.009.AAFILINGS BY REAL ESTATE INVESTMENT TRUST. (a) A

filing instrument relating to a domestic real estate investment

trust must be filed with the county clerk of the county in which the

domestic real estate investment trust’s principal place of business

is located.

(b)AASubject to other state law governing the requirements

for filing instruments with a county clerk, this chapter applies to
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a filing by a domestic real estate investment trust, except that in

relation to such a filing a reference in this chapter to the

secretary of state is considered to be a reference to the county

clerk of the county in which the domestic real estate investment

trust’s principal place of business is located.

(c)AAA filing instrument relating to a foreign real estate

investment trust must be filed with the secretary of state and not a

county clerk. (TREITA 3.10(B) (part), 19.20(B), 22.50, 28.10(A).)

[Sections 4.010-4.050 reserved for expansion]

SUBCHAPTER B. WHEN FILINGS TAKE EFFECT

Sec.A4.051.AAGENERAL RULE. A filing instrument submitted to

the secretary of state takes effect on filing, except as permitted

by Section 4.052 or as provided by the provisions of this code that

apply to the entity making the filing or other law. (TBCA 2.10.C,

2.10-1.C, 2.12.C(4), 2.13.F, 2.22.F, 3.03.C (part), 3.04.A, B,

4.06.A, 4.07.F, 4.10.D, 4.11.D, 4.12.D, 4.14.C(7), 5.03.L (part),

5.05, 5.16.D, 5.19, 6.01.A(3) (part), 6.05.D (part), 6.07.B (part),

7.01.D (part), E (part), 8.07, 8.09.C, D(2) (part), 8.13.D, 8.15.B

(part), 8.16.E (part), 9.14.C(4), 12.22.D, 12.34.D; TLLCA 2.06.C,

D(2) (part), 2.07.C, 3.03.C (part), 3.04.A, B, 3.08.A, 3.09.F,

6.08.B (part), 7.07, 7.08.D, 7.10.B, 7.11.D (part), E (part),

9.03.F, 10.03.C, 10.05.C, 10.10; TNPCA 2.06.A, C, D(2) (part),

3.04, 4.05.A, 4.06.F, 5.05, 6.06.B (part), 7.01.E (part), 8.06,

8.08.C, D(2) (part), 8.12.D, 8.14.B (part), 8.15.E (part); TPAA 13,

17(A), 20; TRLPA 1.05(c), 1.06(d), (e), (g) (part), (i) (part),

2.01(b), 2.02(e), 2.03(c), 2.06(d), 2.07(b), 2.10(d), 2.11(f),

2.15(f), 9.09, 13.02(c) (part), 13.07(b), 13.08(b) (part); TRPA
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3.08(b)(4), (6) (part), (7) (part), 9.01(f), 9.02(f), 9.05(g),

10.02(d), (f) (part), (g) (part), 10.05(d), (e), (f), (i) (part);

TREITA 3.10(B) (part), 5.10(E), 7.40(F)(4), 19.20(C), 22.60(A),

22.70(E), 23.50, 26.10(D)(6).)

Sec.A4.052.AADELAYED EFFECTIVENESS OF CERTAIN FILINGS.

Except as provided by Section 4.058, a filing instrument may take

effect after the time the instrument would otherwise take effect as

provided by this code for the entity filing the instrument and:

(1)AAat a specified date and time; or

(2)AAon the occurrence of a future event or fact,

including an act of any person. (TBCA 10.03.A (part); TLLCA

9.03.A(1), (2) (part); TNPCA 10.07.A, B (part); TRLPA 2.12.A

(part); TREITA 27.10(A) (part), (F); TRPA 3.08(b)(4), 9.06,

10.02(d).)

Sec.A4.053.AACONDITIONS FOR DELAYED EFFECTIVENESS. (a) The

date and time at which a filing instrument takes effect is delayed

if the instrument clearly and expressly states, in addition to any

other required statement or information:

(1)AAthe specific date and time at which the instrument

takes effect; or

(2)AAif the instrument takes effect on the occurrence

of a future event or fact that may occur:

(A)AAthe manner in which the event or fact will

cause the instrument to take effect; and

(B)AAthe date of the 90th day after the date the

instrument is signed.

(b)AAIf a filing instrument is to take effect on a specific
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date and time other than that provided by this code:

(1)AAthe date may not be later than the 90th day after

the date the instrument is signed; and

(2)AAthe specific time at which the instrument is to

take effect may not be specified as "12:00 a.m." or "12:00 p.m."

(TBCA 10.03.A (part); TLLCA 9.03.A(2), (3); TNPCA 10.07.B (part);

TRLPA 2.12.A (part); TREITA 27.10(A) (part).)

Sec.A4.054.AADELAYED EFFECTIVENESS ON FUTURE EVENT OR FACT.

A filing instrument that is to take effect on the occurrence of a

future event or fact, other than the passage of time, and for which

the statement required by Section 4.055 is filed within the

prescribed time, takes effect on the date and time at which the last

specified event or fact occurs or the date and time at which a

condition is satisfied or waived. (TBCA 10.03.D (part); TLLCA

9.03.D(1) (part); TNPCA 10.07.E (part); TRLPA 2.12.D (part); TREITA

27.10(D) (part); TRPA 9.06.)

Sec.A4.055.AASTATEMENT OF EVENT OR FACT. An entity that files

a filing instrument that takes effect on the occurrence of a future

event or fact, other than the passage of time, must sign and file as

provided by Subchapter A, not later than the 90th day after the date

the filing instrument is filed, a statement that:

(1)AAconfirms that each event or fact on which the

effect of the instrument is conditioned has been satisfied or

waived; and

(2)AAstates the date and time on which the condition was

satisfied or waived. (TBCA 10.03.A (part); TLLCA 9.03.A(4); TNPCA

10.07.B (part); TRLPA 2.12.A (part); TREITA 27.10(A) (part); TRPA
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9.06.)

Sec.A4.056.AAFAILURE TO FILE STATEMENT. (a) If the effect of

a filing instrument is conditioned on the occurrence of a future

event or fact, other than the passage of time, and the statement

required by Section 4.055 is not filed before the expiration of the

prescribed time, the filing instrument does not take effect. This

section does not preclude the filing of a subsequent filing

instrument required by this code to make the event or transaction

evidenced by the original filing instrument effective.

(b)AAIf the effect of a filing instrument is conditioned on

the occurrence of a future event or fact, other than the passage of

time, and the specified event or fact does not occur and is not

waived, the parties to the filing instrument must sign and file a

certificate of abandonment as provided by Section 4.057. (TBCA

10.03.E; TLLCA 9.03.E; TNPCA 10.07.F; TRLPA 2.12.E; TREITA

27.10(E).)

Sec.A4.057.AAABANDONMENT BEFORE EFFECTIVENESS. (a) The

parties to a filing instrument may abandon the filing instrument if

the instrument has not taken effect.

(b)AATo abandon a filing instrument the parties to the

instrument must file with the filing officer a certificate of

abandonment.

(c)AAA certificate of abandonment must:

(1)AAbe signed on behalf of each entity that is a party

to the action or transaction by the person authorized by this code

to act on behalf of the entity;

(2)AAstate the nature of the filing instrument to be
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abandoned, the date of the instrument, and the parties to the

instrument; and

(3)AAstate that the filing instrument has been

abandoned in accordance with the agreement of the parties.

(d)AAOn the filing of the certificate of abandonment, the

action or transaction evidenced by the original filing instrument

is abandoned and may not take effect.

(e)AAIf in the interim before a certificate of abandonment is

filed the name of an entity that is a party to the action or

transaction becomes the same as or deceptively similar to the name

of another entity already on file or reserved or registered under

this code, the filing officer may not file the certificate of

abandonment unless the entity by or for whom the certificate is

filed changes its name in the manner provided by this code for that

entity. (TLLCA 9.03.F; TRLPA 2.12.F; 1 T.A.C. 79.82.)

Sec.A4.058.AADELAYED EFFECTIVENESS NOT PERMITTED. The effect

of the following filing instruments may not be delayed:

(1)AAa reservation of name as provided by Subchapter C,

Chapter 5;

(2)AAa registration of name as provided by Subchapter

D, Chapter 5;

(3)AAa statement of event or fact as provided by Section

4.055; or

(4)AAa certificate of abandonment as provided by

Section 4.057. (TBCA 10.03.A (part); TLLCA 9.03.A(1); TNPCA

10.07.A.)

Sec.A4.059.AAACKNOWLEDGMENT OF FILING WITH DELAYED
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EFFECTIVENESS. (a) An acknowledgment of filing issued or other

action taken by the secretary of state affirming the filing of a

filing instrument that has a specific delayed effective date must

state the date and time at which the instrument takes effect.

(b)AAAn acknowledgment of filing issued or other action taken

by the secretary of state affirming the filing of a filing

instrument the effect of which is delayed until the occurrence of a

future event or fact must:

(1)AAstate that the effective date and time of the

filing instrument is conditioned on the occurrence of a future

event or fact as described in the filing instrument; or

(2)AAotherwise indicate that the effective date and

time of the instrument is conditioned on the occurrence of a future

event or fact. (TBCA 10.03.C, D (part); TLLCA 9.03.C, D(1) (part),

(2); TNPCA 10.07.D, E (part); TRLPA 2.12.C, D (part).)

[Sections 4.060-4.100 reserved for expansion]

SUBCHAPTER C. CORRECTION AND AMENDMENT

Sec.A4.101.AACORRECTION OF FILINGS. (a) A filing instrument

that has been filed with the secretary of state that is an

inaccurate record of the event or transaction evidenced in the

instrument, that contains an inaccurate or erroneous statement, or

that was defectively or erroneously signed, sealed, acknowledged,

or verified may be corrected by filing a certificate of correction.

(b)AAA certificate of correction must be signed by the person

authorized by this code to act on behalf of the entity. (TLLCA

8.12.B; TMCLA 7.01; TRLPA 2.13(a), 9.05.)

Sec.A4.102.AALIMITATION ON CORRECTION OF FILINGS. A filing
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instrument may be corrected to contain only those statements that

this code authorizes or requires to be included in the original

instrument. A certificate of correction may not alter, add, or

delete a statement that by its alteration, addition, or deletion

would have caused the secretary of state to determine the filing

instrument did not conform to this code at the time of filing. (1

T.A.C. 79.24(a).)

Sec.A4.103.AACERTIFICATE OF CORRECTION. The certificate of

correction must:

(1)AAstate the name of the entity;

(2)AAidentify the filing instrument to be corrected by

description and date of filing with the secretary of state;

(3)AAidentify the inaccuracy, error, or defect to be

corrected; and

(4)AAstate in corrected form the portion of the filing

instrument to be corrected. (TLLCA 8.12.B; TMCLA 7.02; TRLPA

2.13(b).)

Sec.A4.104.AAFILING CERTIFICATE OF CORRECTION. The

certificate of correction shall be filed with and acted on by the

secretary of state as provided by Subchapter A. On filing, the

secretary of state shall deliver to the entity or its

representative an acknowledgment of the filing. (TLLCA 8.12.B;

TMCLA 7.03.)

Sec.A4.105.AAEFFECT OF CERTIFICATE OF CORRECTION. (a) After

the secretary of state files the certificate of correction, the

filing instrument is considered to have been corrected on the date

the filing instrument was originally filed, except as provided by
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Subsection (b).

(b)AAAs to a person who is adversely affected by the

correction, the filing instrument is considered to have been

corrected on the date the certificate of correction is filed.

(c)AAAn acknowledgment of filing or a similar instrument

issued by the secretary of state before a filing instrument is

corrected, with respect to the effect of filing the original filing

instrument, applies to the corrected filing instrument as of the

date the corrected filing instrument is considered to have been

filed under this section. (TLLCA 8.12.B; TMCLA 7.04; TRLPA

2.13(c).)

Sec.A4.106.AAAMENDMENT OF FILINGS. A filing instrument that

an entity files with the secretary of state may be amended or

supplemented to the extent permitted by the provisions of this code

that apply to that entity. (TBCA 4.01.A, 4.07.A (part), 4.14.A

(part), 8.13.A, B, D, 12.13.A (part), 12.21.A (part), 13.04.A

(part); TNPCA 4.01, 4.06.A (part), 8.12.A, B, D; TPAA 14; TLLCA

3.05.A, 3.09.A (part), 7.08.A, B, D; TRLPA 2.02(a) (part), (b),

(c), (d), 2.06(a) (part), 2.10(a), 9.05; TRPA 3.08(b)(11) (part);

TREITA 22.10(A), 22.70(A) (part), 26.10(A) (part).)

[Sections 4.107-4.150 reserved for expansion]

SUBCHAPTER D. FILING FEES

Sec.A4.151.AAFILING FEES: ALL ENTITIES. The secretary of

state shall impose the following fees:

(1)AAfor filing a certificate of correction, $15;

(2)AAfor filing an application for reservation or

registration of a name, $40;
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(3)AAfor filing a notice of transfer of a name

reservation or registration, $15;

(4)AAfor filing an application for renewal of

registration of a name, $40;

(5)AAfor filing a certificate of merger or conversion,

other than a filing on behalf of a nonprofit corporation, $300 plus,

with respect to a merger, any fee imposed for filing a certificate

of formation for each newly created filing entity or, with respect

to a conversion, the fee imposed for filing a certificate of

formation for the converted entity;

(6)AAfor filing a certificate of exchange, $300; and

(7)AAfor preclearance of a filing instrument, $50.

(TBCA 10.01.A (part); TLLCA 8.12.B, 9.01.A (part); TMCLA 7.05;

TNPCA 9.03.A (part); TRLPA 12.01 (part).)

Sec.A4.152.AAFILING FEES: FOR-PROFIT CORPORATIONS. For a

filing by or for a for-profit corporation, the secretary of state

shall impose the following fees:

(1)AAfor filing a certificate of formation, $300;

(2)AAfor filing a certificate of amendment, $150;

(3)AAfor filing an application of a foreign corporation

for registration to transact business in this state, $750;

(4)AAfor filing an application of a foreign corporation

for an amended registration to transact business in this state,

$150;

(5)AAfor filing a restated certificate of formation and

accompanying statement, $300;

(6)AAfor filing a statement of change of registered
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office, registered agent, or both, $15;

(7)AAfor filing a statement of change of name or address

of a registered agent, $15, except that the maximum fee for

simultaneous filings by a registered agent for more than one

corporation may not exceed $750;

(8)AAfor filing a statement of resolution establishing

one or more series of shares, $15;

(9)AAfor filing a certificate of winding up and

termination, $40;

(10)AAfor filing a certificate of withdrawal of a

foreign corporation, $15;

(11)AAfor filing a certificate from the home state of a

foreign corporation that the corporation no longer exists in that

state, $15;

(12)AAfor filing a bylaw or agreement restricting

transfer of shares or securities other than as an amendment to the

certificate of formation, $15;

(13)AAfor filing an application for reinstatement of a

certificate of formation or registration as a foreign corporation

following forfeiture under the Tax Code, $75;

(14)AAfor filing an application for reinstatement of a

corporation or registration as a foreign corporation after

involuntary dissolution or revocation, $75; and

(15)AAfor filing any instrument as provided by this

code for which this section does not expressly provide a fee, $15.

(TBCA 10.01.A.)

Sec.A4.153.AAFILING FEES: NONPROFIT CORPORATIONS. For a
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filing by or for a nonprofit corporation, the secretary of state

shall impose the following fees:

(1)AAfor filing a certificate of formation, $25;

(2)AAfor filing a certificate of amendment, $25;

(3)AAfor filing a certificate of merger, conversion, or

consolidation, without regard to whether the surviving or new

corporation is a domestic or foreign corporation, $50;

(4)AAfor filing a statement of change of a registered

office, registered agent, or both, $5;

(5)AAfor filing a certificate of dissolution, $5;

(6)AAfor filing an application of a foreign corporation

for registration to conduct affairs in this state, $25;

(7)AAfor filing an application of a foreign corporation

for an amended registration to conduct affairs in this state, $25;

(8)AAfor filing a certificate of withdrawal of a

foreign corporation, $5;

(9)AAfor filing a restated certificate of formation and

accompanying statement, $50;

(10)AAfor filing a statement of change of name or

address of a registered agent, $15, except that the maximum fee for

simultaneous filings by a registered agent for more than one

corporation may not exceed $250;

(11)AAfor filing a report under Chapter 22, $5;

(12)AAfor filing a report under Chapter 22 to reinstate

a corporation ’s right to conduct affairs in this state, $5, plus a

late fee in the amount of $5 or in the amount of $1 for each month or

part of a month that the report remains unfiled, whichever amount is
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greater, except that the late fee may not exceed $25;

(13)AAfor filing a report under Chapter 22 to reinstate

a corporation or registration following involuntary termination or

revocation, $25; and

(14)AAfor filing any instrument of a domestic or

foreign corporation as provided by this code for which this section

does not expressly provide a fee, $5. (TNPCA 8.15.E (part), 9.02.C,

F, 9.03.)

Sec.A4.154.AAFILING FEES: LIMITED LIABILITY COMPANIES. For

a filing by or for a limited liability company, the secretary of

state shall impose the same fee as the filing fee for a similar

instrument under Section 4.152. (TLLCA 7.11.E (part), 9.01.A.)

Sec.A4.155.AAFILING FEES: LIMITED PARTNERSHIPS. For a

filing by or for a limited partnership, the secretary of state shall

impose the following fees:

(1)AAfor filing a certificate of formation or an

application for registration as a foreign limited partnership,

$750;

(2)AAfor filing a certificate of amendment or an

amendment of registration of a foreign limited partnership, $150;

(3)AAfor filing a restated certificate of formation,

$300;

(4)AAfor filing a statement for change of registered

office, registered agent, or both, $15;

(5)AAfor filing a statement of change of name or address

of a registered agent, $15, except that the maximum fee for

simultaneous filings by a registered agent for more than one
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limited partnership may not exceed $750;

(6)AAfor filing a certificate of winding up and

termination, $40;

(7)AAfor filing a certificate of withdrawal of a

foreign limited partnership, $15;

(8)AAfor filing a certificate of reinstatement of a

limited partnership or registration as a foreign limited

partnership after involuntary termination or revocation under

Chapter 11 or Chapter 9, $75;

(9)AAfor filing a periodic report required under

Chapter 153, $50;

(10)AAfor reviving a limited partnership ’s right to

transact business under Chapter 153, $50 plus a late fee in an

amount equal to the lesser of:

(A)AA$25 for each month or part of a month that

elapses after the date of the notice of forfeiture; or

(B)AA$100;

(11)AAfor reinstatement of a certificate of formation

or registration under Chapter 153, $50 plus a late fee of $100 and a

reinstatement fee of $75;

(12)AAfor filing any document required or permitted to

be filed for a limited liability partnership, the secretary of

state shall impose the same fee as the filing fee for a general

partnership under Section 4.158. For purposes of calculation of

the filing fee, all references to partners in Section 4.158 as

applied to limited partnerships mean general partners only; and

(13)AAfor filing any instrument as provided by this
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code for which this section does not expressly provide a fee, $15.

(TRLPA 12.01, 13.05(b) (part), 13.07(a) (part), 13.09(a).)

Sec.A4.156.AAFILING FEES: PROFESSIONAL ASSOCIATIONS. For a

filing by or for a professional association, the secretary of state

shall impose the following fees:

(1)AAfor filing a certificate of formation or an

application for registration as a foreign professional

association, $750;

(2)AAfor filing an annual statement, $35; and

(3)AAfor filing any other instrument, the fee provided

for the filing of a similar instrument under Section 4.152. (TPAA

22.)

Sec.A4.157.AAFILING FEES: PROFESSIONAL CORPORATIONS. For a

filing by or for a professional corporation, the secretary of state

shall impose the same fee as the filing fee for a similar instrument

under Section 4.152. (TPCA 5 (part).)

Sec.A4.158.AAFILING FEES: GENERAL PARTNERSHIPS. For a

filing by or for a general partnership, the secretary of state shall

impose the following fees:

(1)AAfor filing a limited liability partnership

application, $200 for each partner;

(2)AAfor filing a limited liability partnership renewal

application, $200 for each partner on the date of renewal;

(3)AAfor filing a statement of foreign qualification by

a foreign limited liability partnership, $200 for each partner in

this state, except that the maximum fee may not exceed $750;

(4)AAfor filing a renewal of registration by a foreign
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limited liability partnership, $200 for each partner in this state,

except that the maximum fee may not exceed $750;

(5)AAfor filing a certificate of amendment for a

domestic limited liability partnership, $10, plus $200 for each

partner added by the amendment;

(6)AAfor filing a certificate of amendment for a

foreign limited liability partnership, $10, plus $200 for each

partner in this state added by amendment not to exceed $750; and

(7)AAfor filing any other filing instrument, the filing

fee imposed for a similar instrument under Section 4.155. (TRPA

3.08(b)(3), (7) (part), (11) (part), 10.02(c), (g) (part), (k)

(part).)

Sec.A4.159.AAFILING FEES: NONPROFIT ASSOCIATIONS. For a

filing by or for a nonprofit association, the secretary of state

shall impose the following fees:

(1)AAfor filing a statement appointing an agent to

receive service of process, $25;

(2)AAfor filing an amendment of a statement appointing

an agent, $5; and

(3)AAfor filing a cancellation of a statement

appointing an agent, $5. (TUUNAA 12(d), 1 T.A.C. 80.21(c),

80.22(c), 80.23(c), 80.24(c).)

Sec.A4.160.AAFILING FEES: FOREIGN FILING ENTITIES. For a

filing by or for a foreign filing entity when no other fee has been

provided, the secretary of state shall impose the same fee as the

filing fee for a similar instrument under Section 4.151 or 4.152.

(New.)
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CHAPTER 5. NAMES OF ENTITIES; REGISTERED AGENTS AND

REGISTERED OFFICES

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A5.001.AAEFFECT ON RIGHTS UNDER OTHER LAW. (a) The

filing of a certificate of formation by a filing entity under this

code, an application for registration by a foreign filing entity

under this code, or an application for reservation or registration

of a name under this chapter does not authorize the use of a name in

this state in violation of a right of another under:

(1)AAthe Trademark Act of 1946, as amended (15 U.S.C.

Section 1051 et seq.);

(2)AAChapter 16 or 36, Business & Commerce Code; or

(3)AAcommon law.

(b)AAThe secretary of state shall deliver a notice that

contains the substance of Subsection (a) to each of the following:

(1)AAa filing entity that files a certificate of

formation under this code;

(2)AAa foreign filing entity that registers under this

code;

(3)AAa person that reserves a name under Subchapter C;

and

(4)AAa person that registers a name under Subchapter D.

(TBCA 2.05.C; TLLCA 2.03.C.)

[Sections 5.002-5.050 reserved for expansion]

SUBCHAPTER B. GENERAL PROVISIONS RELATING TO NAMES

OF ENTITIES

Sec.A5.051.AAASSUMED NAME. A domestic entity or a foreign
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entity having authority to transact business in this state may

transact business under an assumed name by filing an assumed name

certificate in accordance with Chapter 36, Business & Commerce

Code. The requirements of this subchapter do not apply to an

assumed name set forth in an assumed name certificate filed under

that chapter. (TBCA 2.05.B, 8.03.A(2) (part); TNPCA 8.04.A (part);

TLLCA 2.03.B; TRLPA 9.03(b).)

Sec.A5.052.AAUNAUTHORIZED PURPOSE IN NAME PROHIBITED. A

filing entity or a foreign filing entity may not have a name that

contains any word or phrase that indicates or implies that the

entity is engaged in a business that the entity is not authorized by

law to pursue. (TBCA 2.05.A(2); TLLCA 2.03.A(2), 7.03 (part);

TNPCA 2.04 (part); TRLPA 1.03 (part).)

Sec.A5.053.AAIDENTICAL AND DECEPTIVELY SIMILAR NAMES

PROHIBITED. (a) A filing entity may not have a name, and a foreign

filing entity may not register to transact business in this state

under a name, that is the same as, or that the secretary of state

determines to be deceptively similar or similar to:

(1)AAthe name of another existing filing entity;

(2)AAthe name of a foreign filing entity that is

registered under Chapter 9;

(3)AAa name that is reserved under Subchapter C; or

(4)AAa name that is registered under Subchapter D.

(b)AASubsection (a) does not apply if the other entity or the

person for whom the name is reserved or registered, as appropriate,

consents in writing to the use of the similar name. (TBCA

2.05.A(3), 8.03.A(2) (part); TLLCA 2.03.A(3), 7.03 (part); TNPCA
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2.04 (part), 8.03.A(2) (part); TRLPA 1.03 (part).)

Sec.A5.054.AANAME OF CORPORATION, FOREIGN CORPORATION, OR

PROFESSIONAL CORPORATION. (a) The name of a corporation or foreign

corporation must contain:

(1)AAthe word "company," "corporation,"

"incorporated," or "limited"; or

(2)AAan abbreviation of one of those words.

(b)AASubsection (a) does not apply to a nonprofit corporation

or foreign nonprofit corporation.

(c)AAInstead of a word or abbreviation required by Subsection

(a), the name of a professional corporation may contain the phrase

"professional corporation" or an abbreviation of the phrase. (TBCA

2.05.A(1), 8.03.A(1); TPCA 8 (part).)

Sec.A5.055.AANAME OF LIMITED PARTNERSHIP OR FOREIGN LIMITED

PARTNERSHIP. (a) The name of a limited partnership or foreign

limited partnership must contain:

(1)AAthe word "limited";

(2)AAthe phrase "limited partnership"; or

(3)AAan abbreviation of that word or phrase.

(b)AAThe name of a limited partnership that is a limited

liability limited partnership must also contain:

(1)AAthe phrase "limited liability partnership" or

"limited liability limited partnership"; or

(2)AAan abbreviation of one of those phrases. (TRLPA

1.03 (part); TRPA 3.08(c).)

Sec.A5.056.AANAME OF LIMITED LIABILITY COMPANY OR FOREIGN

LIMITED LIABILITY COMPANY. (a) The name of a limited liability
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company or a foreign limited liability company doing business in

this state must contain:

(1)AAthe phrase "limited liability company" or "limited

company"; or

(2)AAan abbreviation of one of those phrases.

(b)AAA limited liability company formed before September 1,

1993, the name of which complied with the laws of this state on the

date of formation but does not comply with this section is not

required to change its name. (TLLCA 2.03.A (part), 7.03 (part).)

Sec.A5.057.AANAME OF COOPERATIVE ASSOCIATION. (a) The name

of a cooperative association must contain:

(1)AAthe word "cooperative"; or

(2)AAan abbreviation of that word.

(b)AAA domestic or foreign entity may use the word

"cooperative" in its name to the extent permitted by Section

251.452. (CAA 8(b) (part), 39(a).)

Sec.A5.058.AANAME OF PROFESSIONAL ASSOCIATION. The name of a

professional association must contain:

(1)AAthe word "associated," "associates," or

"association";

(2)AAthe phrase "professional association"; or

(3)AAan abbreviation of one of those words or that

phrase. (TPAA 4 (part).)

Sec.A5.059.AANAME OF PROFESSIONAL LIMITED LIABILITY COMPANY.

(a) The name of a professional limited liability company must

contain:

(1)AAthe phrase "professional limited liability
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company"; or

(2)AAan abbreviation of that phrase.

(b)AAA professional limited liability company formed before

September 1, 1993, the name of which complied with the laws of this

state on the date of formation but does not comply with this

section, is not required to change its name. (TLLCA 11.02 (part).)

Sec.A5.060.AANAME OF PROFESSIONAL ENTITY; CONFLICTS WITH

OTHER LAW OR ETHICAL RULE. The name of a professional entity must

not be contrary to a statute or regulation that governs a person who

provides a professional service through the professional entity,

including a rule of professional ethics. (TLLCA 11.02 (part); TPAA

4 (part); TPCA 8 (part).)

Sec.A5.061.AANAME CONTAINING "LOTTO" OR "LOTTERY"

PROHIBITED. A filing entity or a foreign filing entity may not have

a name that contains the word "lotto" or "lottery." (TBCA

2.05.A(4); TNPCA 2.04.A(3).)

Sec.A5.062.AAVETERANS ORGANIZATIONS; UNAUTHORIZED USE OF

NAME. (a) Subject to Subsection (b), a filing entity may not have a

name that:

(1)AAreasonably implies that the entity is created by

or for the benefit of war veterans or their families; and

(2)AAcontains the word or phrase, or any variation or

abbreviation of:

(A)AA"veteran";

(B)AA"legion";

(C)AA"foreign";

(D)AA"Spanish";
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(E)AA"disabled";

(F)AA"war"; or

(G)AA"world war."

(b)AAThe prohibition in Subsection (a) does not apply to a

filing entity with a name approved in writing by:

(1)AAa congressionally recognized veterans

organization with a name containing the same word or phrase, or

variation or abbreviation, contained in the filing entity ’s name;

or

(2)AAif a veterans organization described by

Subdivision (1) does not exist, the state commander of the:

(A)AAAmerican Legion;

(B)AADisabled American Veterans of the World War;

(C)AAVeterans of Foreign Wars of the United

States;

(D)AAUnited Spanish War Veterans; or

(E)AAVeterans of the Spanish-American War. (TMCLA

3.01.)

Sec.A5.063.AANAME OF LIMITED LIABILITY PARTNERSHIP. (a) The

name of a domestic or foreign limited liability partnership must

contain:

(1)AAthe phrase "limited liability partnership"; or

(2)AAan abbreviation of the phrase.

(b)AAA domestic or foreign limited liability partnership is

subject to Section 5.053.

(c)AAA domestic or foreign limited liability partnership

that is also a limited partnership must comply with Section 5.055
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and not this section. (TRPA 3.08(c).)

[Sections 5.064-5.100 reserved for expansion]

SUBCHAPTER C. RESERVATION OF NAMES

Sec.A5.101.AAAPPLICATION FOR RESERVATION OF NAME. (a) Any

person may file an application with the secretary of state to

reserve the exclusive use of a name under this chapter.

(b)AAThe application must be:

(1)AAaccompanied by any required filing fee; and

(2)AAsigned by the applicant or by the agent or attorney

of the applicant. (TBCA 2.06.A, B (part); TLLCA 2.04.A, B (part);

TNPCA 2.04A; TRLPA 1.04(a), (b) (part).)

Sec.A5.102.AARESERVATION OF CERTAIN NAMES PROHIBITED;

EXCEPTIONS. (a) The secretary of state may not reserve a name that

is the same as, or that the secretary of state considers deceptively

similar or similar to:

(1)AAthe name of an existing filing entity;

(2)AAthe name of a foreign filing entity that is

registered under Chapter 9;

(3)AAa name that is reserved under this subchapter; or

(4)AAa name that is registered under Subchapter D.

(b)AASubsection (a) does not apply if the other entity or the

person for whom the name is reserved or registered, as appropriate,

consents in writing to the subsequent reservation of the similar

name. (TBCA 2.05.A(3), 2.06.B (part); TLLCA 2.03.A(3), 2.04.B

(part); TNPCA 2.04.A(2); TRLPA 1.03 (part), 1.04(b) (part).)

Sec.A5.103.AAACTION ON APPLICATION. If the secretary of

state determines that the name specified in the application is
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eligible for reservation, the secretary shall reserve that name for

the exclusive use of the applicant. (TBCA 2.06.B (part); TLLCA

2.04.B (part); TNPCA 2.04A.B; TRLPA 1.04(b) (part).)

Sec.A5.104.AADURATION OF RESERVATION OF NAME. The secretary

of state shall reserve the name for the applicant until the earlier

of:

(1)AAthe 121st day after the date the application is

accepted for filing; or

(2)AAthe date the applicant files with the secretary of

state a written notice of withdrawal of the reservation. (TBCA

2.06.B (part), D; TLLCA 2.04.B (part), D; TNPCA 2.04A.B; TRLPA

1.04(b) (part).)

Sec.A5.105.AARENEWAL OF RESERVATION. A person may renew the

person’s reservation of a name under this subchapter for successive

120-day periods if, during the 30-day period preceding the

expiration of that reservation, the person:

(1)AAfiles a new application to reserve the name; and

(2)AApays the required filing fee. (TRLPA 1.04(b)

(part).)

Sec.A5.106.AATRANSFER OF RESERVATION OF NAME. (a) A person

may transfer the person’s reservation of a name by filing with the

secretary of state a notice of transfer.

(b)AAThe notice of transfer must:

(1)AAbe signed by the person for whom the name is

reserved; and

(2)AAstate the name and address of the person to whom

the reservation is to be transferred. (TBCA 2.06.C; TLLCA 2.04.C;
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TNPCA 2.04A.B; TRLPA 1.04(b) (part).)

[Sections 5.107-5.150 reserved for expansion]

SUBCHAPTER D. REGISTRATION OF NAMES

Sec.A5.151.AAAPPLICATION BY CERTAIN ENTITIES FOR

REGISTRATION OF NAME. An organization that is authorized to do

business in this state as a bank, trust company, savings

association, or insurance company, or that is a foreign filing

entity not registered to do business in this state under this code,

may apply to register its name under this subchapter. (TBCA 2.07.A

(part); TLLCA 8.12.A (part); TRLPA 1.05(a).)

Sec.A5.152.AAAPPLICATION FOR REGISTRATION OF NAME. (a) To

register a name under this subchapter, an organization must file an

application with the secretary of state.

(b)AAThe application must:

(1)AAstate that the organization validly exists and is

doing business;

(2)AAcontain a brief statement of the nature of the

organization’s business;

(3)AAset out:

(A)AAthe name of the organization;

(B)AAthe name of the jurisdiction under whose laws

the organization is formed; and

(C)AAthe date the organization was formed; and

(4)AAbe accompanied by any required filing fee. (TBCA

2.07.B; TRLPA 1.05(b).)

Sec.A5.153.AACERTAIN REGISTRATIONS PROHIBITED; EXCEPTIONS.

(a) The secretary of state may not register a name that is the same
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as, or that the secretary of state determines to be deceptively

similar or similar to:

(1)AAthe name of an existing filing entity;

(2)AAthe name of a foreign filing entity that is

registered under Chapter 9;

(3)AAa name that is reserved under Subchapter C; or

(4)AAa name that is registered under this subchapter.

(b)AASubsection (a) does not apply if:

(1)AAthe other entity or the person for whom the name is

reserved or registered, as appropriate, consents in writing to the

registration of the similar name; or

(2)AAthe applicant is a bank, trust company, savings

association, or insurance company that has been in continuous

existence from a date that precedes the date the conflicting name is

filed with the secretary of state. (TBCA 2.07.A (part); TLLCA

8.12.A (part).)

Sec.A5.154.AADURATION OF REGISTRATION OF NAME. The

registration of a name under this subchapter is effective until the

earlier of:

(1)AAthe first anniversary of the date the application

is accepted for filing; or

(2)AAthe date the entity files with the secretary of

state a written notice of withdrawal of the registration. (TBCA

2.07.C; TLLCA 8.12.A (part); TRLPA 1.05(c).)

Sec.A5.155.AARENEWAL OF REGISTRATION. A person may renew the

person’s registration of a name under this subchapter for

successive one-year periods if, during the 90-day period preceding
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the expiration of that registration, the person:

(1)AAfiles an application to renew the registration of

the name; and

(2)AApays the required filing fee. (TBCA 2.08; TRLPA

1.05(d).)

[Sections 5.156-5.200 reserved for expansion]

SUBCHAPTER E. REGISTERED AGENTS AND REGISTERED OFFICES

Sec.A5.201.AADESIGNATION AND MAINTENANCE OF REGISTERED AGENT

AND REGISTERED OFFICE. (a) Each filing entity and each foreign

filing entity shall designate and continuously maintain in this

state:

(1)AAa registered agent; and

(2)AAa registered office.

(b)AAThe registered agent:

(1)AAis an agent of the entity on whom may be served any

process, notice, or demand required or permitted by law to be served

on the entity;

(2)AAmay be:

(A)AAan individual who is a resident of this

state; or

(B)AAa domestic entity or a foreign entity that is

registered to do business in this state; and

(3)AAmust maintain a business office at the same

address as the entity’s registered office.

(c)AAThe registered office:

(1)AAmust be located at a street address where process

may be personally served on the entity’s registered agent;
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(2)AAis not required to be a place of business of the

filing entity or foreign filing entity; and

(3)AAmay not be solely a mailbox service or a telephone

answering service. (TBCA 2.09, 2.11.A (part), 8.08, 8.10.A (part);

TLLCA 2.05, 2.08.A (part); TNPCA 2.05, 2.07.A (part), 8.07, 8.09.A

(part); TREITA 5.10(A), 5.20(A) (part); TRLPA 1.06(a), 1.08(a)

(part), 9.04; TRPA 10.05(a), (j) (part).)

Sec.A5.202.AACHANGE BY ENTITY TO REGISTERED OFFICE OR

REGISTERED AGENT. (a) A filing entity or foreign filing entity may

change its registered office, its registered agent, or both by

filing a statement of the change in accordance with Chapter 4.

(b)AAThe statement must contain:

(1)AAthe name of the entity;

(2)AAthe name of the entity’s registered agent;

(3)AAthe street address of the entity ’s registered

agent;

(4)AAif the change relates to the registered agent, the

name of the entity’s new registered agent;

(5)AAif the change relates to the registered office,

the street address of the entity’s new registered office;

(6)AAa recitation that the change specified in the

statement is authorized by the entity; and

(7)AAa recitation that the street address of the

registered office and the street address of the registered agent ’s

business are the same.

(c)AAOn acceptance of the statement by the filing officer,

the statement is effective as an amendment to the appropriate

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

177



provision of:

(1)AAthe filing entity’s certificate of formation; or

(2)AAthe foreign filing entity’s registration. (TBCA

2.10.A, C, 8.09.A, C; TLLCA 2.06.A, C; TNPCA 2.06.A, C; TREITA

5.10(B); TRLPA 1.06(b), (d), (e); TRPA 10.05(b).)

Sec.A5.203.AACHANGE BY REGISTERED AGENT TO NAME OR ADDRESS OF

REGISTERED OFFICE. (a) The registered agent of a filing entity or a

foreign filing entity may change its name, its address as the

address of the entity’s registered office, or both by filing a

statement of the change in accordance with Chapter 4.

(b)AAThe statement must be signed by the registered agent, or

a person authorized to sign the statement on behalf of the

registered agent, and must contain:

(1)AAthe name of the entity represented by the

registered agent;

(2)AAthe name of the entity’s registered agent and the

address at which the registered agent maintained the entity ’s

registered office;

(3)AAif the change relates to the name of the registered

agent, the new name of that agent;

(4)AAif the change relates to the address of the

registered office, the new address of that office; and

(5)AAa recitation that written notice of the change was

given to the entity at least 10 days before the date the statement

is filed.

(c)AAOn acceptance of the statement by the filing officer,

the statement is effective as an amendment to the appropriate
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provision of:

(1)AAthe filing entity’s certificate of formation; or

(2)AAthe foreign filing entity’s registration.

(d)AAA registered agent may file a statement under this

section that applies to more than one entity. (TBCA 2.10-1.A, C;

TLLCA 2.07.A, C; TNPCA 2.06A.A, C; TREITA 5.10(F); TRLPA 1.06(h),

(i) (part); TRPA 10.05(h), (i) (part).)

Sec.A5.204.AARESIGNATION OF REGISTERED AGENT. (a) A

registered agent of a filing entity or a foreign filing entity may

resign as the registered agent by giving notice to that entity and

to the appropriate filing officer.

(b)AANotice to the entity must be given to the entity at the

address of the entity most recently known by the agent.

(c)AANotice to the filing officer must be given before the

11th day after the date notice under Subsection (b) is mailed or

delivered and must include:

(1)AAthe address of the entity most recently known by

the agent;

(2)AAa statement that written notice of the resignation

has been given to the entity; and

(3)AAthe date on which that written notice of

resignation was given.

(d)AAOn compliance with Subsections (b) and (c), the

appointment of the registered agent terminates. The termination is

effective on the 31st day after the date the secretary of state

receives the notice.

(e)AAIf the filing officer finds that a notice of resignation
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received by the filing officer conforms to Subsections (b) and (c),

the filing officer shall:

(1)AAnotify the entity of the registered agent ’s

resignation; and

(2)AAfile the resignation in accordance with Chapter 4,

except that a fee is not required to file the resignation. (TBCA

2.10.D, 8.09.D; TLLCA 2.06.D; TNPCA 2.06.D, 8.08.D; TREITA 5.10(C),

(D), (E); TRLPA 1.06(f), (g); TRPA 10.05(f), (g).)

[Sections 5.205-5.250 reserved for expansion]

SUBCHAPTER F. SERVICE OF PROCESS

Sec.A5.251.AAFAILURE TO DESIGNATE REGISTERED AGENT. The

secretary of state is an agent of an entity for purposes of service

of process, notice, or demand on the entity if:

(1)AAthe entity is a filing entity or a foreign filing

entity and:

(A)AAthe entity fails to appoint or does not

maintain a registered agent in this state; or

(B)AAthe registered agent of the entity cannot

with reasonable diligence be found at the registered office of the

entity; or

(2)AAthe entity is a foreign filing entity and:

(A)AAthe entity’s registration to do business

under this code is revoked; or

(B)AAthe entity transacts business in this state

without being registered as required by Chapter 9. (TBCA 2.11.B

(part), 8.10.B (part); TLLCA 2.08.B (part); TNPCA 2.07.B (part),

8.09.B (part); TREITA 5.20(B) (part); TRLPA 1.08(b) (part), 9.10(b)
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(part); TRPA 10.05(k).)

Sec.A5.252.AASERVICE ON SECRETARY OF STATE. (a) Service on

the secretary of state under Section 5.251 is effected by:

(1)AAdelivering to the secretary duplicate copies of

the process, notice, or demand; and

(2)AAaccompanying the copies with any fee required by

law, including this code or the Government Code, for:

(A)AAmaintenance by the secretary of a record of

the service; and

(B)AAforwarding by the secretary of the process,

notice, or demand.

(b)AANotice on the secretary of state under Subsection (a) is

returnable in not less than 30 days. (TBCA 2.11.B (part), 8.10.B

(part); TLLCA 2.08.B (part); TNPCA 2.07.B (part), 8.09.B (part);

TREITA 5.20(B) (part), (D); TRLPA 1.08(b) (part), 9.10(b) (part);

TRPA 10.05(l) (part).)

Sec.A5.253.AAACTION BY SECRETARY OF STATE. (a) After service

in compliance with Section 5.252, the secretary of state shall

immediately send one of the copies of the process, notice, or demand

to the named entity.

(b)AAThe notice must be:

(1)AAaddressed to the most recent address of the entity

on file with the secretary of state; and

(2)AAsent by certified mail, with return receipt

requested. (TBCA 2.11.B (part), 8.10.B (part); TLLCA 2.08.B

(part); TNPCA 2.07.B (part), 8.09.B (part); TREITA 5.20(B) (part);

TRLPA 1.08(b) (part), 9.10(b) (part); TRPA 10.05(l) (part).)
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Sec.A5.254.AAREQUIRED RECORDS OF SECRETARY OF STATE. The

secretary of state shall keep a record of each process, notice, or

demand served on the secretary under this subchapter and shall

record:

(1)AAthe time when each service on the secretary was

made; and

(2)AAeach subsequent action of the secretary taken in

relation to that service. (TBCA 2.11.C, 8.10.C; TLLCA 2.08.C;

TNPCA 2.07.C, 8.09.C; TREITA 5.20(C); TRLPA 1.08(c), 9.10(c); TRPA

10.05(m).)

Sec.A5.255.AAAGENT FOR SERVICE OF PROCESS, NOTICE, OR DEMAND

AS MATTER OF LAW. For the purpose of service of process, notice, or

demand:

(1)AAthe president and each vice president of a

domestic or foreign corporation is an agent of that corporation;

(2)AAeach general partner of a domestic or foreign

limited partnership and each partner of a domestic or foreign

general partnership is an agent of that partnership;

(3)AAeach manager of a manager-managed domestic or

foreign limited liability company and each member of a

member-managed domestic or foreign limited liability company is an

agent of that limited liability company;

(4)AAeach person who is a governing person of a domestic

or foreign entity, other than an entity listed in Subdivisions

(1)-(3), is an agent of that entity; and

(5)AAeach member of a committee of a nonprofit

corporation authorized to perform the chief executive function of

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

182



the corporation is an agent of that corporation. (TBCA 2.11.A

(part), 8.10.A (part); TLLCA 2.08.A (part); TNPCA 2.07.A (part),

8.09.A (part); TREITA 5.20(A) (part); TRLPA 1.08(a) (part), 9.10(a)

(part); TRPA 10.05(j) (part).)

Sec.A5.256.AAOTHER MEANS OF SERVICE NOT PRECLUDED. This

chapter does not preclude other means of service of process,

notice, or demand on a domestic or foreign entity as provided by

other law. (TBCA 8.10.D; TLLCA 2.08.D; TRLPA 9.10(d); TRPA

10.05(n).)

Sec.A5.257.AASERVICE OF PROCESS BY POLITICAL SUBDIVISION.

(a) A process, notice, or demand required or permitted by law to be

served by a political subdivision of this state or by a person,

including another political subdivision or an attorney, acting on

behalf of a political subdivision in connection with the collection

of a delinquent ad valorem tax may be served on a domestic or

foreign corporation whose corporate privileges are forfeited under

Section 171.251, Tax Code, that is involuntarily terminated under

Chapter 11, or whose registration is revoked under Chapter 9 by

delivery of the process, notice, or demand to any officer or

director of the corporation, as listed in the most recent records of

the secretary of state.

(b)AAIf the officers or directors of a corporation are

unknown or cannot be found, service on the corporation may be made

in the same manner as service is made on unknown shareholders under

law.

(c)AANotwithstanding any disability or reinstatement of a

corporation, service of process under this section is sufficient

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

183



for a judgment against the corporation or a judgment in rem against

any property to which the corporation holds title. (TBCA 2.11.D,

8.10.E; TNPCA 2.07.D.)

CHAPTER 6. MEETINGS AND VOTING

SUBCHAPTER A. MEETINGS

Sec.A6.001.AALOCATION OF MEETINGS. (a) Meetings of the

owners or members of a domestic entity may be held at locations in

or outside the state as:

(1)AAprovided by or fixed in accordance with the

governing documents of the domestic entity; or

(2)AAagreed to by all persons entitled to notice of the

meeting.

(b)AAIf the location of meetings of the owners or members of

the entity is not established under Subsection (a), the owners or

members may hold meetings only at the registered office of the

entity in this state or the principal office of the entity.

(c)AAThe governing persons of a domestic entity, or a

committee of the governing persons, may hold meetings in or outside

the state as:

(1)AAprovided by or fixed in accordance with:

(A)AAthe governing documents of the domestic

entity; or

(B)AAthe person calling the meeting; or

(2)AAagreed to by all persons entitled to notice of the

meeting. (CAA 13(b), 21(d); TBCA 2.24.A, 2.37.A; TLLCA 2.19.A, B;

TNPCA 2.10.A (part), 2.19.A; TREITA 10.10(A), 10.20(A).)

Sec.A6.002.AAALTERNATIVE FORMS OF MEETINGS. (a) Subject to
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this code and the governing documents of a domestic entity, the

owners, members, or governing persons of the entity, or a committee

of the owners, members, or governing persons, may hold meetings by

using a conference telephone or similar communications equipment,

or another suitable electronic communications system, including

videoconferencing technology or the Internet, or any combination,

if the telephone or other equipment or system permits each person

participating in the meeting to communicate with all other persons

participating in the meeting.

(b)AAIf voting is to take place at the meeting, the entity

must:

(1)AAimplement reasonable measures to verify that every

person voting at the meeting by means of remote communications is

sufficiently identified; and

(2)AAkeep a record of any vote or other action taken.

(TBCA 9.10.C (part); TLLCA 2.23.C (part); TNPCA 9.11.A; TREITA

10.30(C) (part).)

Sec.A6.003.AAPARTICIPATION CONSTITUTES PRESENCE. A person

participating in a meeting is considered present at the meeting,

unless the participation is for the express purpose of objecting to

the transaction of business at the meeting on the ground that the

meeting has not been lawfully called or convened. (TBCA 9.10.C

(part); TLLCA 2.23.C (part); TREITA 10.30(C) (part).)

[Sections 6.004-6.050 reserved for expansion]

SUBCHAPTER B. NOTICE OF MEETINGS

Sec.A6.051.AAGENERAL NOTICE REQUIREMENTS. (a) Subject to

this code and the governing documents of the entity, notice of a
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meeting of the owners, members, or governing persons of a domestic

entity, or a committee of the owners, members, or governing

persons, must:

(1)AAbe given in the manner determined by the governing

authority of the entity; and

(2)AAstate:

(A)AAthe date and time of the meeting; and

(B)AAthe location of the meeting or, if the

meeting is held by using a conference telephone or other

communications system authorized by Section 6.002, the form of

communication used for the meeting.

(b)AASubject to this code and the governing documents of a

domestic entity, notice of a meeting that is:

(1)AAmailed is considered to be delivered on the date

notice is deposited in the United States mail with postage paid in

an envelope addressed to the person at the person ’s address as it

appears on the ownership or membership records of the entity; and

(2)AAtransmitted by facsimile or electronic message is

considered to be delivered when the facsimile or electronic message

is successfully transmitted. (CAA 14 (part); TBCA 2.25.A (part),

2.37.B (part); TLLCA 2.19.B, E; TNPCA 2.11.A (part), 2.19.B

(part).)

Sec.A6.052.AAWAIVER OF NOTICE. (a) Notice of a meeting is

not required to be given to an owner, member, or governing person of

a domestic entity, or a member of a committee of the owners,

members, or governing persons, entitled to notice under this code

or the governing documents of the entity if the person entitled to
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notice signs a written waiver of notice of the meeting, regardless

of whether the waiver is signed before or after the time of the

meeting.

(b)AAIf a person entitled to notice of a meeting participates

in the meeting, the person’s participation constitutes a waiver of

notice of the meeting unless the person participates in the meeting

solely to object to the transaction of business at the meeting on

the ground that the meeting was not lawfully called or convened.

(TBCA 2.37.B (part), 9.09; TLLCA 2.19.F, 8.08; TNPCA 2.19.B (part),

9.09; TREITA 21.10.)

Sec.A6.053.AAEXCEPTION. (a) Notice of a meeting is not

required to be given to an owner or member of a filing entity

entitled to notice under this code or the governing documents of the

entity if either of the following is mailed to the person entitled

to notice of the meeting to the person ’s address as it appears on

the ownership or membership transfer records of the entity and is

returned undeliverable:

(1)AAnotice of two consecutive annual meetings and

notice of any meeting held during the period between the two annual

meetings; or

(2)AAall, but in no event less than two, payments of

distribution or interest on securities during a 12-month period if

the payments are sent by first class mail.

(b)AANotice of a meeting is not required to be given to an

owner or member entitled to notice under this code or the governing

documents of a filing entity the notice requirements of which are

subject to the Securities Exchange Act of 1934, as amended (15
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U.S.C. Section 78a et seq.), if the person entitled to notice of the

meeting is considered a lost security holder under that Act and the

regulations adopted under that Act.

(c)AAAn action taken or a meeting held without giving notice

to a person not entitled to notice under this section has the same

force and effect as if notice had been given to the person.

(d)AAA certificate or other document filed with the secretary

of state as a result of a meeting held or an action taken by a filing

entity without giving notice of the meeting or action to a person

not entitled to notice under this section may state that notice of

the meeting or action was given to each person entitled to notice.

(e)AANotice of a meeting must be given to a person not

entitled to notice of the meeting under this section if the person

delivers to the entity a written notice of the person ’s address.

(TBCA 2.25.B; TREITA 11.10(B), (C).)

[Sections 6.054-6.100 reserved for expansion]

SUBCHAPTER C. RECORD DATES

Sec.A6.101.AARECORD DATE FOR PURPOSE OTHER THAN WRITTEN

CONSENT TO ACTION. (a) Subject to this code, the governing

documents of a domestic entity may provide the record date, or the

manner of determining the record date, for:

(1)AAdetermining the owners or members of the entity

entitled to:

(A)AAreceive notice of a meeting of the owners or

members;

(B)AAvote at a meeting of the owners or members or

at any adjournment of a meeting; or
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(C)AAreceive a distribution from the entity other

than a distribution involving a purchase or redemption by the

entity of the entity’s own securities; or

(2)AAany other proper purpose other than for

determining the owners or members entitled to consent to action

without a meeting of the owners or members.

(b)AASubject to this code and the governing documents of a

domestic entity, the governing authority of the entity, in advance,

may provide a record date for determining the owners or members of

the entity, except that the date may not be earlier than the 60th

day before the date the action requiring the determination of

owners or members is taken.

(c)AASubject to this code and the governing documents of a

domestic entity, the governing authority of the entity may provide

for the closing of the ownership or membership transfer records of

the entity for a period of not longer than 60 days to determine the

owners or members of the entity for a purpose described by

Subsection (a).

(d)AAIf the owners or members of an entity are not otherwise

determined under this section, the record date for determining the

owners or members of an entity is the date on which:

(1)AAnotice of the meeting is mailed to the owners or

members entitled to notice of the meeting; or

(2)AAwith respect to a distribution, other than a

distribution involving a purchase or redemption by the domestic

entity of any of its own securities, the governing authority adopts

the resolution declaring the distribution.
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(e)AAThe record date for a meeting applies to any adjournment

of the meeting unless:

(1)AAthe owners or members entitled to vote are

determined under Subsection (c); and

(2)AAthe period during which the transfer records are

closed expires. (TBCA 2.26.B (part); TNPCA 2.11A; TREITA 11.20(C)

(part).)

Sec.A6.102.AARECORD DATE FOR WRITTEN CONSENT TO ACTION. (a)

Subject to this code and the governing documents of an entity, the

governing authority of the entity may provide the record date for

determining the owners or members of the entity entitled to written

consent to action without a meeting of the owners or members unless

a record date is provided under Section 6.101 for that action. The

record date may not be earlier than the date the governing authority

adopts the resolution providing for the record date.

(b)AASubject to this code and the governing documents of an

entity, the record date for determining the owners or members of the

entity entitled to written consent to action without a meeting of

the owners or members is the date a signed written consent to action

stating the action taken or proposed to be taken is first delivered

to the entity if:

(1)AAthe governing authority of the entity does not

provide a record date under Subsection (a); and

(2)AAprior action by the governing authority is not

required under this code.

(c)AASubject to this code or the governing documents of an

entity, the record date for determining the owners or members of the
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entity entitled to written consent to action without a meeting of

the owners or members is at the close of business on the date the

governing authority of the entity adopts a resolution taking prior

action if:

(1)AAthe governing authority does not provide a record

date under Subsection (a); and

(2)AAprior action by the governing authority is

required by this code. (TBCA 2.26.C (part); TREITA 11.20(D)

(part).)

Sec.A6.103.AARECORD DATE FOR SUSPENDED DISTRIBUTIONS. (a)

In this section, "distribution" includes a distribution that:

(1)AAwas payable to an owner or member but not paid and

was held in suspension by the entity making the distribution; or

(2)AAis paid or delivered by the entity making the

distribution into an escrow account or to a trustee or custodian.

(b)AAA distribution made by a domestic entity shall be

payable by the entity, or an escrow agent, trustee, or custodian of

the distribution, to the owner or member determined on the record

date for the distribution as provided by this subchapter.

(c)AAThe right to a distribution under this section may be

transferred by contract, by operation of law, or under the laws of

descent and distribution. (TBCA 2.26.D; TREITA 11.20(E).)

[Sections 6.104-6.150 reserved for expansion]

SUBCHAPTER D. VOTING OF OWNERSHIP INTERESTS

Sec.A6.151.AAMANNER OF VOTING OF INTERESTS. Subject to the

title governing the domestic entity, voting of interests of a

domestic entity must be conducted in the manner provided by the
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governing documents of the entity. (New.)

Sec.A6.152.AAVOTING OF INTERESTS OWNED BY ENTITY. (a) Except

as provided by Subsection (b), an ownership interest owned by the

entity that is the issuer of the interest, or by its direct or

indirect subsidiary, may not be:

(1)AAdirectly or indirectly voted at a meeting; or

(2)AAincluded in determining at any time the total

number of outstanding ownership interests of the entity.

(b)AAThis section does not preclude a domestic or foreign

entity from voting an ownership interest, including an interest in

the entity, held or controlled by the entity in a fiduciary capacity

or for which the entity otherwise exercises voting power in a

fiduciary capacity. (TBCA 2.29.B; TREITA 13.10(B).)

Sec.A6.153.AAVOTING OF INTERESTS OWNED BY ANOTHER ENTITY. An

ownership interest in an entity owned by another entity, whether a

domestic or foreign entity, may be voted by the officer, agent, or

proxy as authorized by:

(1)AAthe governing documents of the entity that owns

the interest; or

(2)AAthe governing authority of the entity that owns

the interest, if the governing documents do not provide for the

manner of voting. (TBCA 2.29.E (part); TREITA 13.10(F) (part).)

Sec.A6.154.AAVOTING OF INTERESTS IN AN ESTATE OR TRUST. (a)

An administrator, executor, guardian, or conservator of an estate

who holds an ownership interest as part of the estate may vote the

interest without transferring the interest into the person ’s name.

(b)AAAn ownership interest in the name of a trust may be voted
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in person or by proxy by:

(1)AAthe trustee; or

(2)AAa person authorized to act on behalf of the trust

by the trust agreement or the trustee. (TBCA 2.29.F; TREITA

13.10(G).)

Sec.A6.155.AAVOTING OF INTERESTS BY RECEIVER. (a) A receiver

may vote an ownership interest standing in the name of the receiver.

(b)AAA receiver may vote an ownership interest held by or

under the control of the receiver without transferring the interest

into the receiver’s name if the court appointing the receiver

authorizes the receiver to vote the interest. (TBCA 2.29.G; TREITA

13.10(H).)

Sec.A6.156.AAVOTING OF PLEDGED INTERESTS. A pledged

ownership interest may be voted by:

(1)AAthe owner of the pledged interest until the

interest is transferred into the pledgee’s name; and

(2)AAthe pledgee after the pledged interest is

transferred into the pledgee’s name. (TBCA 2.29.H; TREITA

13.10(I).)

[Sections 6.157-6.200 reserved for expansion]

SUBCHAPTER E. ACTION BY WRITTEN CONSENT

Sec.A6.201.AAUNANIMOUS WRITTEN CONSENT TO ACTION. (a) This

section applies to any action required or authorized to be taken

under this code or the governing documents of a filing entity at an

annual or special meeting of the owners or members of the entity or

at a regular, special, or other meeting of the governing authority

of the entity or a committee of the governing authority.
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(b)AAThe owners or members or the governing authority of a

filing entity, or a committee of the governing authority, may take

action without holding a meeting, providing notice, or taking a

vote if each person entitled to vote on the action signs a written

consent or consents stating the action taken.

(c)AAA written consent described by Subsection (b) has the

same effect as a unanimous vote at a meeting.

(d)AAA filing instrument filed with the filing officer may

state that an action approved by written consent or consents has the

effect of an approval by a unanimous vote at a meeting. (TBCA

9.10.A(1) (part), B; TLLCA 2.23.B(1); TNPCA 9.10.A, B; TREITA

10.30(A), (B).)

Sec.A6.202.AAACTION BY LESS THAN UNANIMOUS WRITTEN CONSENT.

(a) This section applies to any action required or authorized to be

taken under this code or the governing documents of a filing entity

at an annual or special meeting of the owners or members of the

entity.

(b)AAExcept as provided by this code, the certificate of

formation of a filing entity may authorize the owners or members of

the entity to take action without holding a meeting, providing

notice, or taking a vote if owners or members of the entity having

at least the minimum number of votes that would be necessary to take

the action that is the subject of the consent at a meeting, in which

each owner or member entitled to vote on the action is present and

votes, sign a written consent or consents stating the action taken.

(c)AAA written consent or consents described by Subsection

(b) must include the date each owner or member signed the consent
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and is effective to take the action that is the subject of the

consent only if the consent or consents are delivered to the entity

not later than the 60th day after the date the earliest dated

consent is delivered to the entity as required by Section 6.203.

(d)AAThe entity shall promptly notify each owner or member

who did not sign a consent described by Subsection (b) of the action

that is the subject of the consent. (TBCA 9.10.A(1) (part), (2)

(part), (4); TLLCA 2.23.B(1); TNPCA 9.10.C(1), (2) (part), (3).)

Sec.A6.203.AADELIVERY OF LESS THAN UNANIMOUS WRITTEN

CONSENT. (a) A written consent signed by an owner or member of a

filing entity as provided by Section 6.202, if the consent is not

solicited on behalf of the entity or its governing authority, must

be delivered by hand or certified or registered mail, return

receipt requested, or by other means specified in the governing

documents, to:

(1)AAthe entity’s registered office or principal

executive office or place of business; or

(2)AAthe managerial official or agent of the entity

having custody of the entity’s records of meetings of owners or

members.

(b)AAA consent delivered to an entity’s principal executive

office or place of business under Subsection (a)(1) must be

addressed to the chief managerial official of the entity or, if the

entity does not have a chief managerial official, the governing

authority of the entity. (TBCA 9.10.A(2) (part); TNPCA 9.10.C(2)

(part).)

Sec.A6.204.AAADVANCE NOTICE NOT REQUIRED. Advance notice is
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not required to be given to take an action by written consent as

provided by this subchapter. (TBCA 9.10.D; TREITA 10.30(D).)

[Sections 6.205-6.250 reserved for expansion]

SUBCHAPTER F. VOTING TRUSTS AND VOTING AGREEMENTS

Sec.A6.251.AAVOTING TRUSTS. (a) Except as provided by this

code or the governing documents, any number of owners of an entity

may enter into a written voting trust agreement to confer on a

trustee the right to vote or otherwise represent ownership or

membership interests of the entity.

(b)AAAn ownership or membership interest that is the subject

of a voting trust agreement described by Subsection (a) shall be

transferred to the trustee named in the agreement for purposes of

the agreement.

(c)AAA copy of a voting trust agreement described by

Subsection (a) shall be deposited with the entity at the entity ’s

principal executive office or registered office and is subject to

examination by:

(1)AAan owner, whether in person or by the owner ’s agent

or attorney, in the same manner as the owner is entitled to examine

the books and records of the entity; and

(2)AAa holder of a beneficial interest in the voting

trust, whether in person or by the holder ’s agent or attorney, at

any reasonable time for any proper purpose. (TBCA 2.30.A; TREITA

13.20(A).)

Sec.A6.252.AAVOTING AGREEMENTS. (a) Except as provided by

this code or the governing documents, any number of owners of an

entity, or any number of owners of the entity and the entity itself,
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may enter into a written voting agreement to provide the manner of

voting of the ownership interests of the entity. A voting agreement

entered into under this subsection is not part of the governing

documents of the entity.

(b)AAA copy of a voting agreement entered into under

Subsection (a):

(1)AAshall be deposited with the entity at the entity ’s

principal executive office or registered office; and

(2)AAis subject to examination by an owner, whether in

person or by the owner ’s agent or attorney, in the same manner as

the owner is entitled to examine the books and records of the

entity.

(c)AAA voting agreement entered into under Subsection (a) is

specifically enforceable against the holder of an ownership

interest that is the subject of the agreement, and any successor or

transferee of the holder, if:

(1)AAthe voting agreement is noted conspicuously on the

certificate representing the ownership interests; or

(2)AAa notation of the voting agreement is contained in

a notice sent by or on behalf of the entity, if the ownership

interest is not represented by a certificate.

(d)AAExcept as provided by Subsection (e), a voting agreement

entered into under Subsection (a) is specifically enforceable

against any person, other than a transferee for value, after the

time the person acquires actual knowledge of the existence of the

agreement.

(e)AAAn otherwise enforceable voting agreement entered into
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under Subsection (a) is not enforceable against a transferee for

value without actual knowledge of the existence of the agreement at

the time of the transfer, or any subsequent transferee, without

regard to value, if the voting agreement is not noted as required by

Subsection (c).

(f)AASection 6.251 does not apply to a voting agreement

entered into under Subsection (a). (TBCA 2.30.B; TREITA 13.20(B).)

[Sections 6.253-6.300 reserved for expansion]

SUBCHAPTER G. APPLICABILITY OF CHAPTER TO PARTNERSHIPS

Sec.A6.301.AAAPPLICABILITY OF CHAPTER TO PARTNERSHIPS. This

chapter does not apply to a general partnership or a limited

partnership except to the extent its governing documents specify.

(New.)

Sec.A6.302.AAAPPLICABILITY OF SUBCHAPTERS C AND D TO LIMITED

LIABILITY COMPANIES. Subchapters C and D do not apply to a limited

liability company except to the extent its governing documents

specify. (New.)

CHAPTER 7. LIABILITY

Sec.A7.001.AALIMITATION OF LIABILITY OF GOVERNING PERSON.

(a) Subsections (b) and (c) apply to:

(1)AAa domestic entity other than a partnership or

limited liability company;

(2)AAanother organization incorporated or organized

under another law of this state; and

(3)AAto the extent permitted by federal law, a

federally chartered bank, savings and loan association, or credit

union.
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(b)AAThe certificate of formation or similar instrument of an

organization to which this section applies may provide that a

governing person of the organization is not liable, or is liable

only to the extent provided by the certificate of formation or

similar instrument, to the organization or its owners or members

for monetary damages for an act or omission by the person in the

person’s capacity as a governing person.

(c)AASubsection (b) does not authorize the elimination or

limitation of the liability of a governing person to the extent the

person is found liable under applicable law for:

(1)AAa breach of the person’s duty of loyalty, if any,

to the organization or its owners or members;

(2)AAan act or omission not in good faith that:

(A)AAconstitutes a breach of duty of the person to

the organization; or

(B)AAinvolves intentional misconduct or a knowing

violation of law;

(3)AAa transaction from which the person received an

improper benefit, regardless of whether the benefit resulted from

an action taken within the scope of the person’s duties; or

(4)AAan act or omission for which the liability of a

governing person is expressly provided by an applicable statute.

(d)AAThe liability of a governing person may be limited or

restricted:

(1)AAin a general partnership to the extent permitted

under Chapter 152;

(2)AAin a limited partnership to the extent permitted
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under Chapter 153 and, to the extent applicable to limited

partnerships, Chapter 152; and

(3)AAin a limited liability company to the extent

permitted under Section 101.401. (TMCLA 7.06.)

CHAPTER 8. INDEMNIFICATION AND INSURANCE

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A8.001.AADEFINITIONS. In this chapter:

(1)AA"Delegate" means a person who is serving or who has

served as a representative of an enterprise at the request of that

enterprise at another enterprise. A person is a delegate to an

employee benefit plan if the performance of the person ’s official

duties to the enterprise also imposes duties on or otherwise

involves service by the person to the plan or participants in or

beneficiaries of the plan.

(2)AA"Enterprise" means a domestic entity or an

organization subject to this chapter, including a predecessor

domestic entity or organization.

(3)AA"Expenses" includes:

(A)AAcourt costs, a judgment, a penalty, a

settlement, a fine, and an excise or similar tax, including an

excise tax assessed against the person with respect to an employee

benefit plan; and

(B)AAreasonable attorney ’s fees.

(4)AA"Former governing person" means a person who was a

governing person of an enterprise.

(5)AA"Judgment" includes an arbitration award.

(6)AA"Official capacity" means:
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(A)AAwith respect to a governing person, the

office of the governing person in the enterprise or the exercise of

authority by or on behalf of the governing person under this code or

the governing documents of the enterprise; and

(B)AAwith respect to a person other than a

governing person, the elective or appointive office, if any, in the

enterprise held by the person or the relationship undertaken by the

person on behalf of the enterprise.

(7)AA"Predecessor enterprise" means a sole

proprietorship or organization that is a predecessor to an

enterprise in:

(A)AAa merger, conversion, consolidation, or

other transaction in which the liabilities of the predecessor

enterprise are transferred or allocated to the enterprise by

operation of law; or

(B)AAany other transaction in which the enterprise

assumes the liabilities of the predecessor enterprise and the

liabilities that are the subject matter of this chapter are not

specifically excluded.

(8)AA"Proceeding" means:

(A)AAa threatened, pending, or completed action or

other proceeding, whether civil, criminal, administrative,

arbitrative, or investigative;

(B)AAan appeal of an action or proceeding

described by Paragraph (A); and

(C)AAan inquiry or investigation that could lead

to an action or proceeding described by Paragraph (A).
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(9)AA"Representative" means a person serving as a

partner, director, officer, venturer, proprietor, trustee,

employee, or agent of an enterprise or serving a similar function

for an enterprise.

(10)AA"Respondent" means a person named as a respondent

or defendant in a proceeding. (TBCA 2.02-1.A, P, R (part), T

(part); TNPCA 2.22A.A, P, R(1) (part), T (part); TREITA 9.20(A)

(part), (P), (R) (part), (T) (part); TRLPA 11.01, 11.16, 11.18

(part), 11.20 (part); New.)

Sec.A8.002.AAAPPLICATION OF CHAPTER. (a) Except as provided

by Subsection (b), this chapter does not apply to a:

(1)AAgeneral partnership; or

(2)AAlimited liability company.

(b)AAThe governing documents of a general partnership or

limited liability company may adopt provisions of this chapter or

may contain enforceable provisions relating to:

(1)AAindemnification;

(2)AAadvancement of expenses; or

(3)AAinsurance or another arrangement to indemnify or

hold harmless a governing person. (TLLCA 2.20.A; TRPA 1.03(a).)

Sec.A8.003.AALIMITATIONS IN GOVERNING DOCUMENTS. (a) The

certificate of formation of an enterprise may restrict the

circumstances under which the enterprise must or may indemnify or

may advance expenses to a person under this chapter.

(b)AAThe written partnership agreement of a limited

partnership may restrict the circumstances in the same manner as

the certificate of formation under Subsection (a). (TBCA 2.02-1.M,
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U; TNPCA 2.22A.M, U; TREITA 9.20(M), (U); TRLPA 11.13, 11.21.)

Sec.A8.004.AALIMITATIONS IN CHAPTER. Except as provided in

Section 8.151, a provision for an enterprise to indemnify or

advance expenses to a governing person is valid only to the extent

it is consistent with this chapter. (TBCA 2.02-1.M; TNPCA 2.22A.M;

TREITA 9.20(M); TRLPA 11.13.)

[Sections 8.005-8.050 reserved for expansion]

SUBCHAPTER B. MANDATORY AND COURT-ORDERED INDEMNIFICATION

Sec.A8.051.AAMANDATORY INDEMNIFICATION. (a) An enterprise

shall indemnify a governing person or former governing person

against reasonable expenses actually incurred by the person in

connection with a proceeding in which the person is a respondent

because the person is or was a governing person if the person is

wholly successful, on the merits or otherwise, in the defense of the

proceeding.

(b)AAA court that determines, in a suit for indemnification,

that a governing person is entitled to indemnification under this

section shall order indemnification and award to the person the

expenses incurred in securing the indemnification. (TBCA 2.02-1.H,

I; TNPCA 2.22A.H, I; TREITA 9.20(H), (I); TRLPA 11.08, 11.09.)

Sec.A8.052.AACOURT-ORDERED INDEMNIFICATION. (a) On

application of a governing person, former governing person, or

delegate and after notice is provided as required by the court, a

court may order an enterprise to indemnify the person to the extent

the court determines that the person is fairly and reasonably

entitled to indemnification in view of all the relevant

circumstances.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

203



(b)AAThis section applies without regard to whether the

governing person, former governing person, or delegate applying to

the court satisfies the requirements of Section 8.101 or has been

found liable:

(1)AAto the enterprise; or

(2)AAbecause the person improperly received a personal

benefit, without regard to whether the benefit resulted from an

action taken in the person’s official capacity.

(c)AAThe indemnification ordered by the court under this

section is limited to reasonable expenses if the governing person,

former governing person, or delegate is found liable:

(1)AAto the enterprise; or

(2)AAbecause the person improperly received a personal

benefit, without regard to whether the benefit resulted from an

action taken in the person’s official capacity. (TBCA 2.02-1.J;

TNPCA 2.22A.J; TREITA 9.20(J); TRLPA 11.10.)

[Sections 8.053-8.100 reserved for expansion]

SUBCHAPTER C. PERMISSIVE INDEMNIFICATION AND ADVANCEMENT

OF EXPENSES

Sec.A8.101.AAPERMISSIVE INDEMNIFICATION. (a) An enterprise

may indemnify a governing person, former governing person, or

delegate who was, is, or is threatened to be made a respondent in a

proceeding to the extent permitted by Section 8.102 if it is

determined in accordance with Section 8.103 that:

(1)AAthe person:

(A)AAacted in good faith;

(B)AAreasonably believed:
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(i)AAin the case of conduct in the person ’s

official capacity, that the person ’s conduct was in the

enterprise ’s best interests; and

(ii)AAin any other case, that the person’s

conduct was not opposed to the enterprise ’s best interests; and

(C)AAin the case of a criminal proceeding, did not

have a reasonable cause to believe the person ’s conduct was

unlawful;

(2)AAwith respect to expenses, the amount of expenses

other than a judgment is reasonable; and

(3)AAindemnification should be paid.

(b)AAAction taken or omitted by a governing person or

delegate with respect to an employee benefit plan in the

performance of the person’s duties for a purpose reasonably

believed by the person to be in the interest of the participants and

beneficiaries of the plan is for a purpose that is not opposed to

the best interests of the enterprise.

(c)AAAction taken or omitted by a delegate to another

enterprise for a purpose reasonably believed by the delegate to be

in the interest of the other enterprise or its owners or members is

for a purpose that is not opposed to the best interests of the

enterprise.

(d)AAA person does not fail to meet the standard under

Subsection (a)(1) solely because of the termination of a proceeding

by:

(1)AAjudgment;

(2)AAorder;
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(3)AAsettlement;

(4)AAconviction; or

(5)AAa plea of nolo contendere or its equivalent. (TBCA

2.02-1.B, D (part), G (part), P, T (part); TNPCA 2.22A.B, D (part),

G (part), P, T (part); TREITA 9.20(B), (D) (part), (G) (part), (P),

(T) (part); TRLPA 11.02, 11.04 (part), 11.07 (part), 11.20 (part).)

Sec.A8.102.AAGENERAL SCOPE OF PERMISSIVE INDEMNIFICATION.

(a) Subject to Subsection (b), an enterprise may indemnify a

governing person, former governing person, or delegate against:

(1)AAa judgment; and

(2)AAexpenses, other than a judgment, that are

reasonable and actually incurred by the person in connection with a

proceeding.

(b)AAIndemnification under this subchapter of a person who is

found liable to the enterprise or is found liable because the person

improperly received a personal benefit:

(1)AAis limited to reasonable expenses actually

incurred by the person in connection with the proceeding;

(2)AAdoes not include a judgment, a penalty, a fine, and

an excise or similar tax, including an excise tax assessed against

the person with respect to an employee benefit plan; and

(3)AAmay not be made in relation to a proceeding in

which the person has been found liable for:

(A)AAwilful or intentional misconduct in the

performance of the person’s duty to the enterprise;

(B)AAbreach of the person’s duty of loyalty owed

to the enterprise; or
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(C)AAan act or omission not committed in good

faith that constitutes a breach of a duty owed by the person to the

enterprise.

(c)AAA governing person, former governing person, or

delegate is considered to have been found liable in relation to a

claim, issue, or matter only if the liability is established by an

order, including a judgment or decree of a court, and all appeals of

the order are exhausted or foreclosed by law. (TBCA 2.02-1.C, D

(part), E, P; TNPCA 2.22A.C, D (part), E, P; TREITA 9.20(C), (D)

(part), (E), (P); TRLPA 11.03, 11.04 (part), 11.05, 11.16.)

Sec.A8.103.AAMANNER FOR DETERMINING PERMISSIVE

INDEMNIFICATION. (a) Except as provided by Subsections (b) and

(c), the determinations required under Section 8.101(a) must be

made by:

(1)AAa majority vote of a quorum composed of the

governing persons who at the time of the vote are disinterested and

independent;

(2)AAif a quorum described by Subdivision (1) cannot be

obtained, a majority vote of a committee of the governing authority

of the enterprise designated to act in the matter by a majority vote

of the governing persons and composed solely of one or more

governing persons who at the time of the vote are disinterested and

independent;

(3)AAspecial legal counsel selected by the governing

authority of the enterprise, or selected by a committee of the board

of directors, by vote in accordance with Subdivision (1) or (2) or,

if a quorum described by Subdivision (1) cannot be obtained and a
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committee described by Subdivision (2) cannot be established, by a

majority vote of the governing persons of the enterprise;

(4)AAthe owners or members of the enterprise in a vote

that excludes the ownership or membership interests held by each

governing person who is not disinterested and independent; or

(5)AAa unanimous vote of the owners or members of the

enterprise.

(b)AAIf special legal counsel determines under Subsection

(a)(3) that a person meets the standard under Section 8.101(a)(1),

the special legal counsel shall determine whether the amount of

expenses other than a judgment is reasonable under Section

8.101(a)(2) but may not determine whether indemnification should be

paid under Section 8.101(a)(3). The determination whether

indemnification should be paid must be made in a manner specified by

Subsection (a)(1), (2), (4), or (5).

(c)AAA provision contained in the governing documents of the

enterprise, a resolution of the owners, members, or governing

authority, or an agreement that requires the indemnification of a

person who meets the standard under Section 8.101(a)(1) constitutes

a determination under Section 8.101(a)(3) that indemnification

should be paid even though the provision may not have been adopted

or authorized in the same manner as the determinations required

under Section 8.101(a). The determinations required under Sections

8.101(a)(1) and (2) must be made in a manner provided by Subsection

(a). (TBCA 2.02-1.F, G; TNPCA 2.22A.F, G; TREITA 9.20(F), (G);

TRLPA 11.06, 11.07.)

Sec.A8.104.AAADVANCEMENT OF EXPENSES. (a) An enterprise may
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pay or reimburse reasonable expenses incurred by a governing

person, former governing person, or delegate who was, is, or is

threatened to be made a respondent in a proceeding in advance of the

final disposition of the proceeding without making the

determinations required under Section 8.101(a) after the

enterprise receives:

(1)AAa written affirmation by the person of the person ’s

good faith belief that the person has met the standard of conduct

necessary for indemnification under this chapter; and

(2)AAa written undertaking by or on behalf of the person

to repay the amount paid or reimbursed if the final determination is

that the person has not met that standard or that indemnification is

prohibited by Section 8.102.

(b)AAA provision in the governing documents of the

enterprise, a resolution of the owners, members, or governing

authority, or an agreement that requires the payment or

reimbursement permitted under this section authorizes that payment

or reimbursement after the enterprise receives an affirmation and

undertaking described by Subsection (a).

(c)AAThe written undertaking required by Subsection (a)(2)

must be an unlimited general obligation of the person but need not

be secured and may be accepted by the enterprise without regard to

the person’s ability to make repayment. (TBCA 2.02-1.K, L, P; TNPCA

2.22A.K, L, P; TREITA 9.20(K), (L), (P); TRLPA 11.11, 11.12,

11.16.)

Sec.A8.105.AAINDEMNIFICATION OF AND ADVANCEMENT OF EXPENSES

TO PERSONS OTHER THAN GOVERNING PERSONS. (a) Notwithstanding any
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other provision of this chapter but subject to Sections 8.003 and

8.004 and to the extent consistent with other law, an enterprise may

indemnify and advance expenses to a person who is not a governing

person, including an officer, employee, agent, or delegate, as

provided by:

(1)AAthe enterprise ’s governing documents;

(2)AAgeneral or specific action of the enterprise’s

governing authority;

(3)AAresolution of the enterprise ’s owners or members;

(4)AAcontract; or

(5)AAcommon law.

(b)AAAn enterprise shall indemnify and advance expenses to an

officer to the same extent that indemnification or advancement of

expenses is required under this chapter for a governing person.

(c)AAA person described by Subsection (a) may seek

indemnification or advancement of expenses from an enterprise to

the same extent that a governing person may seek indemnification or

advancement of expenses under this chapter. (TBCA 2.02-1.O, P, Q;

TNPCA 2.22A.O, P, Q; TREITA 9.20(O), (P), (Q); TRLPA 11.15, 11.16,

11.17.)

Sec.A8.106.AAPERMISSIVE INDEMNIFICATION OF AND

REIMBURSEMENT OF EXPENSES TO WITNESSES. Notwithstanding any other

provision of this chapter, an enterprise may pay or reimburse

reasonable expenses incurred by a governing person, officer,

employee, agent, delegate, or other person in connection with that

person’s appearance as a witness or other participation in a

proceeding at a time when the person is not a respondent in the
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proceeding. (TBCA 2.02-1.N; TNPCA 2.22A.N; TREITA 9.20(N); TRLPA

11.14.)

[Sections 8.107-8.150 reserved for expansion]

SUBCHAPTER D. LIABILITY INSURANCE; REPORTING REQUIREMENTS

Sec.A8.151.AAINSURANCE AND OTHER ARRANGEMENTS. (a)

Notwithstanding any other provision of this chapter, an enterprise

may purchase or procure or establish and maintain insurance or

another arrangement to indemnify or hold harmless an existing or

former governing person, delegate, officer, employee, or agent

against any liability:

(1)AAasserted against and incurred by the person in

that capacity; or

(2)AAarising out of the person ’s status in that

capacity.

(b)AAThe insurance or other arrangement established under

Subsection (a) may insure or indemnify against the liability

described by Subsection (a) without regard to whether the

enterprise otherwise would have had the power to indemnify the

person against that liability under this chapter.

(c)AAInsurance or another arrangement that involves

self-insurance or an agreement to indemnify made with the

enterprise or a person that is not regularly engaged in the business

of providing insurance coverage may provide for payment of a

liability with respect to which the enterprise does not otherwise

have the power to provide indemnification only if the insurance or

arrangement is approved by the owners or members of the enterprise.

(d)AAFor the benefit of persons to be indemnified by the
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enterprise, an enterprise may, in addition to purchasing or

procuring or establishing and maintaining insurance or another

arrangement:

(1)AAcreate a trust fund;

(2)AAestablish any form of self-insurance, including a

contract to indemnify;

(3)AAsecure the enterprise’s indemnity obligation by

grant of a security interest or other lien on the assets of the

enterprise; or

(4)AAestablish a letter of credit, guaranty, or surety

arrangement.

(e)AAInsurance or another arrangement established under this

section may be purchased or procured or established and maintained:

(1)AAwithin the enterprise; or

(2)AAwith any insurer or other person considered

appropriate by the governing authority, regardless of whether all

or part of the stock, securities, or other ownership interest in the

insurer or other person is owned in whole or in part by the

enterprise.

(f)AAThe governing authority ’s decision as to the terms of

the insurance or other arrangement and the selection of the insurer

or other person participating in an arrangement is conclusive. The

insurance or arrangement is not voidable and does not subject the

governing persons approving the insurance or arrangement to

liability, on any ground, regardless of whether the governing

persons participating in approving the insurance or other

arrangement are beneficiaries of the insurance or arrangement.
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This subsection does not apply in case of actual fraud. (TBCA

2.02-1.R; TNPCA 2.22A.R; TREITA 9.20(R); TRLPA 11.18.)

Sec.A8.152.AAREPORTS OF INDEMNIFICATION AND ADVANCES. (a)

An enterprise shall report in writing to the owners or members of

the enterprise an indemnification of or advance of expenses to a

governing person.

(b)AASubject to Subsection (c), the report must be made with

or before the notice or waiver of notice of the next meeting of the

owners or members of the enterprise and before the next submission

to the owners or members of a consent to action without a meeting.

(c)AAThe report must be made not later than the first

anniversary of the date of the indemnification or advance. (TBCA

2.02-1.S; TNPCA 2.22A.S; TREITA 9.20(S); TRLPA 11.19.)

CHAPTER 9. FOREIGN ENTITIES

SUBCHAPTER A. REGISTRATION

Sec.A9.001.AAFOREIGN ENTITIES REQUIRED TO REGISTER. (a) To

transact business in this state, a foreign entity must register

under this chapter if the entity:

(1)AAis a foreign corporation, foreign limited

partnership, foreign limited liability company, foreign business

trust, foreign real estate investment trust, foreign cooperative,

foreign public or private limited company, or another foreign

entity, the formation of which, if formed in this state, would

require the filing under Chapter 3 of a certificate of formation; or

(2)AAaffords limited liability under the law of its

jurisdiction of formation for any owner or member.

(b)AAA foreign entity described by Subsection (a) must
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maintain the entity ’s registration while transacting business in

this state. (CAA 43; TBCA 8.01.A (part); TLLCA 7.01.A (part); TNPCA

8.01.A (part); TPCA 19A(a) (part); TRLPA 9.02(a) (part).)

Sec.A9.002.AAFOREIGN ENTITIES NOT REQUIRED TO REGISTER. (a)

A foreign entity not described by Section 9.001(a) may transact

business in this state without registering under this chapter.

(b)AASubsection (a) does not relieve a foreign entity from

the duty to comply with applicable requirements under other law to

file or register.

(c)AAA foreign entity is not required to register under this

chapter if other state law authorizes the entity to transact

business in this state.

(d)AAA foreign unincorporated nonprofit association is not

required to register under this chapter. (New.)

Sec.A9.003.AAPERMISSIVE REGISTRATION. A foreign entity that

is eligible under other law of this state to register to transact

business in this state, but that is not registered under that law,

may register under this chapter unless that registration is

prohibited by the other law. The registration under this chapter

confers only the authority provided by this chapter. (TLLCA

1.02.A(9).)

Sec.A9.004.AAREGISTRATION PROCEDURE. (a) A foreign filing

entity registers by filing an application for registration as

provided by Chapter 4.

(b)AAThe application must state:

(1)AAthe entity’s name and, if that name would not

comply with Chapter 5, a name that complies with Chapter 5 under
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which the entity will transact business in this state;

(2)AAthe entity’s type;

(3)AAthe entity’s jurisdiction of formation;

(4)AAthe date of the entity’s formation;

(5)AAthat the entity exists as a valid foreign filing

entity of the stated type under the laws of the entity ’s

jurisdiction of formation;

(6)AAfor a foreign entity other than a foreign limited

partnership:

(A)AAeach business or activity that the entity

proposes to pursue in this state, which may be stated to be any

lawful business or activity under the law of this state; and

(B)AAthat the entity is authorized to pursue the

same business or activity under the laws of the entity ’s

jurisdiction of formation;

(7)AAthe date the foreign entity began or will begin to

transact business in this state;

(8)AAthe address of the principal office of the foreign

filing entity;

(9)AAthe address of the initial registered office and

the name and the address of the initial registered agent for service

of process that Chapter 5 requires to be maintained;

(10)AAthe name and address of each of the entity ’s

governing persons; and

(11)AAthat the secretary of state is appointed the

agent of the foreign filing entity for service of process under the

circumstances provided by Section 5.251.
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(c)AAA foreign filing entity may register regardless of any

differences between the law of the entity’s jurisdiction of

formation and of this state applicable to the governing of the

internal affairs or to the liability of an owner, member, or

managerial official. (TBCA 8.01.A (part), 8.05.A (part), 8.06.A;

TLLCA 7.01.A (part), 7.05.A, 7.06.A; TNPCA 8.01.A (part), 8.04.A

(part), 8.05.A; TPCA 19A; TRLPA 9.01(b), 9.02(a); TRPA 10.02(a)

(part).)

Sec.A9.005.AASUPPLEMENTAL INFORMATION REQUIRED IN

APPLICATION FOR REGISTRATION OF FOREIGN FOR-PROFIT CORPORATION. In

addition to the information required by Section 9.004, a foreign

for-profit corporation ’s application for registration must state

the:

(1)AAaggregate number of shares the for-profit

corporation has authority to issue, itemized by classes, par value

of shares, shares without par value, and any series in a class;

(2)AAaggregate number of shares issued by the

for-profit corporation, itemized by classes, par value of shares,

shares without par value, and any series in a class; and

(3)AAamount of the stated capital of the for-profit

corporation. (TBCA 8.05.A (part).)

Sec.A9.006.AASUPPLEMENTAL INFORMATION REQUIRED IN

APPLICATION FOR REGISTRATION OF FOREIGN NONPROFIT CORPORATION. In

addition to the information required by Section 9.004, a foreign

nonprofit corporation ’s application for registration must state:

(1)AAthe names and addresses of the nonprofit

corporation’s directors and officers;
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(2)AAwhether or not the nonprofit corporation has

members; and

(3)AAany additional information as necessary or

appropriate to enable the secretary of state to determine whether

the nonprofit corporation is entitled to register to conduct

affairs in this state. (TNPCA 8.04.A (part).)

Sec.A9.007.AASUPPLEMENTAL INFORMATION REQUIRED IN

APPLICATION FOR REGISTRATION OF FOREIGN LIMITED LIABILITY

PARTNERSHIP. In addition to the information required by Section

9.004, a foreign limited liability partnership’s application for

registration must state:

(1)AAthe federal tax identification number of the

partnership;

(2)AAthe date of initial registration as a limited

liability partnership under the laws of the state of formation;

(3)AAthe number of partners at the date of the

statement; and

(4)AAthat the secretary of state is appointed the agent

of the partnership for service of process under the circumstances

set forth by Section 5.251. (TRPA 10.02(a) (part).)

Sec.A9.008.AAEFFECT OF REGISTRATION. (a) The registration

of a foreign entity is effective when the application filed under

Chapter 4 takes effect. The registration remains in effect until

the registration terminates, is withdrawn, or is revoked.

(b)AAExcept in a proceeding to revoke the registration, the

secretary of state’s issuance of an acknowledgment that the entity

has filed an application is conclusive evidence of the authority of
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the foreign filing entity to transact business in this state under

the entity’s name or under another name stated in the application,

in accordance with Section 9.004(b)(1). (TBCA 8.07; TLLCA 7.07;

TNPCA 8.06; TRLPA 2.07(b).)

Sec.A9.009.AAAMENDMENTS TO REGISTRATION. (a) A foreign

filing entity must amend its registration to change its name or the

business or activity stated in its application for registration if

the name or business or activity has changed.

(b)AAA foreign filing entity may amend its application for

registration by filing an application for amendment of registration

in the manner required by Chapter 4.

(c)AAThe application for amendment must be filed on or before

the 91st day following the date of the change. (TBCA 8.13.A, B, D;

TLLCA 7.08.A, B, D; TNPCA 8.12.A, B, D; TRLPA 9.05.)

Sec.A9.010.AANAME CHANGE OF FOREIGN ENTITY. If a foreign

entity authorized to conduct affairs in this state changes its name

to a name that would cause the entity to be denied an application

for registration under this subchapter, the entity ’s registration

must be suspended. An entity the registration of which has been

suspended under this section may conduct affairs in this state only

after the entity:

(1)AAchanges its name to a name that is available to it

under the laws of this state; or

(2)AAotherwise complies with this chapter. (TBCA 8.04;

TLLCA 7.04; TNPCA 8.03.B.)

Sec.A9.011.AAVOLUNTARY WITHDRAWAL OF REGISTRATION. (a) A

foreign filing entity registered in this state may withdraw the
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entity’s registration at any time by filing a certificate of

withdrawal in the manner required by Chapter 4.

(b)AAA certificate of withdrawal must state:

(1)AAthe name of the foreign filing entity as

registered in this state;

(2)AAthe type of entity and the entity’s jurisdiction of

formation;

(3)AAthe address of the principal office of the foreign

filing entity;

(4)AAthat the foreign filing entity no longer is

transacting business in this state;

(5)AAthat the foreign filing entity:

(A)AArevokes the authority of the entity ’s

registered agent in this state to accept service of process; and

(B)AAconsents that service of process in any

action, suit, or proceeding stating a cause of action arising in

this state during the time the foreign filing entity was authorized

to transact business in this state may be made on the foreign filing

entity by serving the secretary of state;

(6)AAan address to which the secretary of state may mail

a copy of any process against the foreign filing entity served on

the secretary of state; and

(7)AAthat any money due or accrued to the state has been

paid or that adequate provision has been made for the payment of

that money.

(c)AAA certificate from the comptroller that all franchise

taxes have been paid must be filed with the certificate of
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withdrawal in accordance with Chapter 4 if the foreign filing

entity is a foreign professional corporation, foreign for-profit

corporation, or foreign limited liability company.

(d)AAIf the existence or separate existence of a foreign

filing entity registered in this state terminates because of

dissolution, termination, merger, conversion, or other

circumstances, a certificate by an authorized governmental

official of the entity’s jurisdiction of formation that evidences

the termination shall be filed with the secretary of state.

(e)AAThe registration of the foreign filing entity in this

state terminates when a certificate of withdrawal under this

section or a certificate evidencing termination under Subsection

(d) is filed.

(f)AAIf the address stated in a certificate of withdrawal

under Subsection (b)(6) changes, the foreign filing entity must

promptly amend the certificate of withdrawal to update the address.

(g)AAA certificate of withdrawal does not terminate the

authority of the secretary of state to accept service of process on

the foreign filing entity with respect to a cause of action arising

out of business or activity in this state. (TBCA 8.14, 8.15; TLLCA

7.09, 7.10; TNPCA 8.13; TRLPA 9.06.)

[Sections 9.012-9.050 reserved for expansion]

SUBCHAPTER B. FAILURE TO REGISTER

Sec.A9.051.AATRANSACTING BUSINESS OR MAINTAINING COURT

PROCEEDING WITHOUT REGISTRATION. (a) On application by the

attorney general, a court may enjoin a foreign filing entity or the

entity’s agent from transacting business in this state if:

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

220



(1)AAthe entity is not registered in this state; or

(2)AAthe entity’s registration is obtained on the basis

of a false or misleading representation.

(b)AAA foreign filing entity or the entity ’s legal

representative may not maintain an action, suit, or proceeding in a

court of this state, brought either directly by the entity or in the

form of a derivative action in the entity ’s name, on a cause of

action that arises out of the transaction of business in this state

unless the foreign filing entity is registered in accordance with

this chapter. This subsection does not affect the rights of an

assignee of the foreign filing entity as:

(1)AAthe holder in due course of a negotiable

instrument; or

(2)AAthe bona fide purchaser for value of a warehouse

receipt, security, or other instrument made negotiable by law.

(c)AAThe failure of a foreign filing entity to register does

not:

(1)AAaffect the validity of any contract or act of the

foreign filing entity;

(2)AAprevent the entity from defending an action, suit,

or proceeding in a court in this state; or

(3)AAexcept as provided by Subsection (d), cause any

owner, member, or managerial official of the foreign filing entity

to become liable for the debts, obligations, or liabilities of the

foreign filing entity.

(d)AASubsection (c)(3) does not apply to a general partner of

a foreign limited partnership. (TBCA 8.18.A, B; TLLCA 7.13.A, B;
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TNPCA 8.17; TRLPA 9.07(a), (b), (c), 9.08; TRPA 10.03.)

Sec.A9.052.AACIVIL PENALTY. (a) A foreign filing entity that

transacts business in this state and is not registered under this

chapter is liable to this state for a civil penalty in an amount

equal to all:

(1)AAfees and taxes that would have been imposed by law

on the entity had the entity registered when first required and

filed all reports required by law; and

(2)AApenalties and interest imposed by law for failure

to pay those fees and taxes.

(b)AAThe attorney general may bring suit to recover amounts

due to this state under this section. (TBCA 8.18.C (part); TLLCA

7.13.C (part); TRLPA 9.07(d) (part).)

Sec.A9.053.AAVENUE. In addition to any other venue

authorized by law, a suit under Section 9.051 or 9.052 may be

brought in Travis County. (New.)

Sec.A9.054.AALATE FILING FEE. The secretary of state may

collect from a foreign filing entity a late filing fee equal to the

registration fee for the entity for each year of delinquency if the

entity has transacted business in this state for more than 90 days.

The secretary may condition the effectiveness of a registration on

the payment of the late filing fee. (TBCA 8.18.C (part); TLLCA

7.13.C (part); TRLPA 9.07(d).)

Sec.A9.055.AAREQUIREMENTS OF OTHER LAW. This chapter does

not excuse a foreign entity from complying with duties imposed

under other law, including other chapters of this code, relating to

filing or registration requirements. (TBCA 8.02; TLLCA 7.02; TNPCA
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8.02; TRLPA 9.01(c).)

[Sections 9.056-9.100 reserved for expansion]

SUBCHAPTER C. REVOCATION OF REGISTRATION BY SECRETARY OF STATE

Sec.A9.101.AAREVOCATION OF REGISTRATION BY SECRETARY OF

STATE. (a) If it appears to the secretary of state that, with

respect to a foreign filing entity, a circumstance described by

Subsection (b) exists, the secretary of state may notify the entity

of the circumstance by mail or certified mail addressed to the

foreign filing entity at the entity’s registered office or

principal place of business as shown on the records of the secretary

of state.

(b)AAThe secretary of state may revoke a foreign filing

entity’s registration if the secretary of state finds that the

entity has failed to, and, before the 91st day after the date notice

was mailed, has not corrected the entity ’s failure to:

(1)AAfile a report within the period required by law or

pay a fee or penalty prescribed by law when due and payable;

(2)AAmaintain a registered agent or registered office

in this state as required by law;

(3)AAamend its registration when required by law; or

(4)AApay a fee required in connection with a filing, or

payment of the fee was dishonored when presented by the state for

payment. (TBCA 8.16.B, C(1); TLLCA 7.11.B, C(1); TNPCA 8.15.B,

C(1); TRLPA 13.06(a), (b); TRPA 10.02(i).)

Sec.A9.102.AACERTIFICATE OF REVOCATION. (a) If revocation

of a registration is required, the secretary of state shall:

(1)AAfile a certificate of revocation; and
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(2)AAdeliver a certificate of revocation by regular or

certified mail to the foreign filing entity at its registered

office or principal place of business.

(b)AAThe certificate of revocation must state:

(1)AAthat the foreign filing entity’s registration has

been revoked; and

(2)AAthe date and cause of the revocation.

(c)AAExcept as otherwise provided by this chapter, the

revocation of a foreign filing entity ’s registration under this

subchapter takes effect on the date the certificate of revocation

is filed. (TBCA 8.16.D; TLLCA 7.11.D; TNPCA 8.15.D.)

Sec.A9.103.AAREINSTATEMENT BY SECRETARY OF STATE AFTER

REVOCATION. (a) The secretary of state shall reinstate the

registration of an entity that has been revoked under this

subchapter if the entity files an application for reinstatement in

accordance with Section 9.104, accompanied by each amendment to the

entity’s registration that is required by intervening events,

including circumstances requiring an amendment to the name of the

entity or the name under which the entity is registered to transact

business in this state as described in Section 9.105, and:

(1)AAthe entity has corrected the circumstances that

led to the revocation and any other circumstances that may exist of

the types described by Section 9.101(b), including the payment of

fees, interest, or penalties; or

(2)AAthe secretary of state finds that the

circumstances that led to the revocation did not exist at the time

of revocation.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

224



(b)AAIf a foreign filing entity’s registration is reinstated

before the third anniversary of the revocation, the entity is

considered to have been registered or in existence at all times

during the period of revocation. (TBCA 8.16.E (part); TLLCA 7.11.E

(part); TNPCA 8.15.E (part).)

Sec.A9.104.AAPROCEDURES FOR REINSTATEMENT. (a) A foreign

filing entity, to have its registration reinstated, must complete

the requirements of this section not later than the third

anniversary of the date the revocation of the entity ’s registration

took effect.

(b)AAThe foreign filing entity shall file a certificate of

reinstatement in accordance with Chapter 4.

(c)AAThe certificate of reinstatement must contain:

(1)AAthe name of the foreign filing entity;

(2)AAthe filing number assigned by the filing officer

to the entity;

(3)AAthe effective date of the revocation of the

entity’s registration; and

(4)AAthe name of the entity’s registered agent and the

address of the entity’s registered office.

(d)AAA letter of eligibility from the comptroller stating

that the foreign filing entity has satisfied all franchise tax

liabilities and its registration may be reinstated must be filed

with the certificate of reinstatement if the foreign filing entity

is a professional corporation, for-profit corporation, or limited

liability company.

(e)AAThe registration of a foreign filing entity may not be

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

225



reinstated under this section if the termination occurred as a

result of:

(1)AAan order of a court; or

(2)AAforfeiture under the Tax Code. (TBCA 8.16.E

(part); TLLCA 7.11.E (part); TNPCA 8.15.E (part).)

Sec.A9.105.AAUSE OF NAME SIMILAR TO PREVIOUSLY REGISTERED

NAME. If the secretary of state determines that a foreign filing

entity’s name or the name under which it is registered to transact

business in this state is the same as, deceptively similar to, or

similar to a name of a filing entity or foreign filing entity as

provided by or reserved or registered under this code, the

secretary of state may not accept for filing the certificate of

reinstatement unless the foreign filing entity amends its

registration to change its name or obtains consent for the use of

the similar name. (TBCA 8.16.E (part); TLLCA 7.11.E (part); TNPCA

8.15.E (part); TRLPA 13.09(b) (part).)

Sec.A9.106.AAREINSTATEMENT OF REGISTRATION FOLLOWING TAX

FORFEITURE. A foreign filing entity whose registration has been

revoked under the provisions of the Tax Code must follow the

procedures in the Tax Code to reinstate its registration. (Op. Tex.

Att’y Gen. No. M-600 (1970).)

[Sections 9.107-9.150 reserved for expansion]

SUBCHAPTER D. JUDICIAL REVOCATION OF REGISTRATION

Sec.A9.151.AAREVOCATION OF REGISTRATION BY COURT ACTION. (a)

A court may revoke the registration of a foreign filing entity if,

as a result of an action brought under Section 9.153, the court

finds that one or more of the following problems exist:
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(1)AAthe entity did not comply with a condition

precedent to the issuance of the entity ’s registration or an

amendment to the registration;

(2)AAthe entity’s registration or any amendment to the

entity’s registration was fraudulently filed;

(3)AAa misrepresentation of a material matter was made

in an application, report, affidavit, or other document the entity

submitted under this code;

(4)AAthe entity has continued to transact business

beyond the scope of the purpose or purposes expressed in the

entity’s registration; or

(5)AApublic interest requires revocation because:

(A)AAthe entity has been convicted of a felony or a

high managerial agent of the entity has been convicted of a felony

committed in the conduct of the entity’s affairs;

(B)AAthe entity or the high managerial agent has

engaged in a persistent course of felonious conduct; and

(C)AArevocation is necessary to prevent future

felonious conduct of the same character.

(b)AASections 9.152-9.157 do not apply to Subsection (a)(5).

(TBCA 8.16.A, F, G; TLLCA 7.11.A, F; TNPCA 8.15.A, F, G.)

Sec.A9.152.AANOTIFICATION OF CAUSE BY SECRETARY OF STATE.

(a) The secretary of state shall provide to the attorney general:

(1)AAthe name of a foreign filing entity that has given

cause under Section 9.151 for revocation of its registration; and

(2)AAthe facts relating to the cause for revocation.

(b)AAWhen notice is provided under Subsection (a), the
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secretary of state shall send written notice of the circumstances

to the foreign filing entity at its registered office in this state.

The notice must state that the secretary of state has given notice

under Subsection (a) and the grounds for the notification. The

secretary of state must record the date a notice required by this

subsection is sent.

(c)AAA court shall accept a certificate issued by the

secretary of state as to the facts relating to the cause for

judicial revocation of a foreign filing entity’s registration and

the sending of a notice under Subsection (b) as prima facie evidence

of the facts stated in the certificate and the sending of the

notice. (TBCA 7.02.A, B; TNPCA 7.02.A, B; TLLCA 8.12.A (part).)

Sec.A9.153.AAFILING OF ACTION BY ATTORNEY GENERAL. The

attorney general shall file an action against a foreign filing

entity in the name of the state seeking the revocation of the

entity’s registration if:

(1)AAthe entity has not cured the problems for which

revocation is sought before the 31st day after the date the notice

under Section 9.152(b) is mailed; and

(2)AAthe attorney general determines that cause exists

for judicial revocation of the entity ’s registration under Section

9.151. (TBCA 7.02.C; TNPCA 7.02.C; TLLCA 8.12.A (part).)

Sec.A9.154.AACURE BEFORE FINAL JUDGMENT. An action filed by

the attorney general under Section 9.153 shall be abated if, before

a district court renders judgment on the action, the foreign filing

entity:

(1)AAcures the problems for which revocation is sought;
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and

(2)AApays the costs of the action. (TBCA 7.02.D; TNPCA

7.02.D; TLLCA 8.12.A (part).)

Sec.A9.155.AAJUDGMENT REQUIRING REVOCATION. If a district

court finds in an action brought under this subchapter that proper

grounds exist under Section 9.151(a) for revocation of the foreign

filing entity’s registration, the court shall:

(1)AAmake findings to that effect; and

(2)AAsubject to Section 9.156, enter a judgment not

earlier than the fifth day after the date the court makes its

findings. (TBCA 7.02.E (part); TNPCA 7.02.E (part); TLLCA 8.12.A

(part).)

Sec.A9.156.AASTAY OF JUDGMENT. (a) If, in an action brought

under this subchapter, a foreign filing entity has proved by a

preponderance of the evidence and obtained a finding that the

problems for which the foreign filing entity has been found guilty

were not wilful or the result of a failure to take reasonable

precautions, the entity may make a sworn application to the court

for a stay of entry of the judgment to allow the foreign filing

entity a reasonable opportunity to cure the problems for which it

has been found guilty. An application made under this subsection

must be made not later than the fifth day after the date the court

makes its findings under Section 9.155.

(b)AAAfter a foreign filing entity has made an application

under Subsection (a), a court shall stay the entry of the judgment

if the court is reasonably satisfied after considering the

application and evidence offered for or against the application
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that the foreign filing entity:

(1)AAis able and intends in good faith to cure the

problems for which it has been found guilty; and

(2)AAhas not applied for the stay without just cause.

(c)AAA court shall stay an entry of judgment under Subsection

(b) for the period the court determines is reasonably necessary to

afford the foreign filing entity the opportunity to cure its

problems if the entity acts with reasonable diligence. The court

may not stay the entry of the judgment for longer than 60 days after

the date the court’s findings are made.

(d)AAThe court shall dismiss an action against a foreign

filing entity that, during the period the action is stayed by the

court under this section, cures the problems for which revocation

is sought and pays all costs accrued in the action.

(e)AAIf a court finds that a foreign filing entity has not

cured the problems for which revocation is sought within the period

prescribed by Subsection (c), the court shall enter final judgment

requiring revocation of the foreign filing entity ’s registration.

(TBCA 7.02.E (part); TNPCA 7.02.E (part); TLLCA 8.12.A (part).)

Sec.A9.157.AAOPPORTUNITY FOR CURE AFTER AFFIRMATION OF

FINDINGS BY APPEALS COURT. (a) An appellate court that affirms a

trial court’s findings against a foreign filing entity under this

subchapter shall remand the case to the trial court with

instructions to grant the foreign filing entity an opportunity to

cure the problems for which the entity has been found guilty if:

(1)AAthe foreign filing entity did not make an

application to the trial court for stay of the entry of the
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judgment;

(2)AAthe appellate court is satisfied that the appeal

was taken in good faith and not for purpose of delay or with no

sufficient cause;

(3)AAthe appellate court finds that the problems for

which the foreign filing entity has been found guilty are capable of

being cured; and

(4)AAthe foreign filing entity has prayed for the

opportunity to cure its problems in the appeal.

(b)AAThe appellate court shall determine the period, which

may not be longer than 60 days after the date the case is remanded to

the trial court, to be afforded to a foreign filing entity to enable

the foreign filing entity to cure its problems under Subsection

(a).

(c)AAThe trial court to which an action against a foreign

filing entity has been remanded under this section shall dismiss

the action if, during the period prescribed by the appellate court

for that conduct, the foreign filing entity cures the problems for

which revocation is sought and pays all costs accrued in the action.

(d)AAIf a foreign filing entity has not cured the problems

for which revocation is sought within the period prescribed by the

appellate court under Subsection (b), the judgment requiring

revocation shall become final. (TBCA 7.02.F; TNPCA 7.02.F; TLLCA

8.12.A (part).)

Sec.A9.158.AAJURISDICTION AND VENUE. (a) The attorney

general shall bring an action for the revocation of the

registration of a foreign filing entity under this subchapter in:
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(1)AAa district court of the county in which the

registered office or principal place of business of the filing

entity in this state is located; or

(2)AAa district court of Travis County.

(b)AAA district court described by Subsection (a) has

jurisdiction of the action for revocation of the registration of

the foreign filing entity. (TBCA 7.03 (part); TNPCA 7.03 (part);

TLLCA 8.12.A (part).)

Sec.A9.159.AAPROCESS IN STATE ACTION. Citation in an action

for the involuntary revocation of a foreign filing entity’s

registration under this subchapter shall be issued and served as

provided by law. (TBCA 7.03 (part); TNPCA 7.03 (part); TLLCA 8.12.A

(part).)

Sec.A9.160.AAPUBLICATION OF NOTICE. (a) If process in an

action under this subchapter is returned not found, the attorney

general shall publish notice in a newspaper in the county in which

the registered office of the foreign filing entity in this state is

located. The notice must contain:

(1)AAa statement of the pendency of the action;

(2)AAthe title of the court;

(3)AAthe title of the action; and

(4)AAthe earliest date on which default judgment may be

entered by the court.

(b)AANotice under this section must be published at least

once a week for two consecutive weeks beginning at any time after

the citation has been returned.

(c)AAThe attorney general may include in one published notice

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

232



the name of each foreign filing entity against which an action for

involuntary revocation is pending in the same court.

(d)AANot later than the 10th day after the date notice under

this section is first published, the attorney general shall send a

copy of the notice to the appropriate foreign filing entity at the

foreign filing entity’s registered office in this state. A

certificate from the attorney general regarding the sending of the

notice is prima facie evidence that notice was sent under this

section.

(e)AAUnless a foreign filing entity has been served with

citation, a default judgment may not be taken against the entity

before the 31st day after the date the notice is first published.

(TBCA 7.03 (part); TNPCA 7.03 (part); TLLCA 8.12.A (part).)

Sec.A9.161.AAFILING OF DECREE OF REVOCATION AGAINST FOREIGN

FILING ENTITY. (a) The clerk of a court that enters a decree

revoking the registration of a foreign filing entity shall file a

certified copy of the decree in accordance with Chapter 4.

(b)AAA fee may not be charged for the filing of a decree under

this section. (TBCA 8.17; TLLCA 7.12; TNPCA 8.16.)

[Sections 9.162-9.200 reserved for expansion]

SUBCHAPTER E. BUSINESS, RIGHTS, AND OBLIGATIONS

Sec.A9.201.AABUSINESS OF FOREIGN ENTITY. A foreign entity

may not conduct in this state a business or activity that is not

permitted by this code to be transacted by the domestic entity to

which it most closely corresponds, unless other law of this state

authorizes the entity to conduct the business or activity. (TBCA

8.01.A (part); TLLCA 7.01.A (part); TNPCA 8.01.A (part).)
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Sec.A9.202.AARIGHTS AND PRIVILEGES. A foreign nonfiling

entity or a foreign filing entity registered under this chapter

enjoys the same but no greater rights and privileges as the domestic

entity to which it most closely corresponds. (TBCA 8.02 (part);

TLLCA 7.02 (part); TNPCA 8.02 (part); TRLPA 9.01(c).)

Sec.A9.203.AAOBLIGATIONS AND LIABILITIES. Subject to this

code and other laws of this state and except as provided by

Subchapter C, Chapter 1, in any matter that affects the transaction

of intrastate business in this state, a foreign entity and each

member, owner, or managerial official of the entity is subject to

the same duties, restrictions, penalties, and liabilities imposed

on a domestic entity to which it most closely corresponds or on a

member, owner, or managerial official of that domestic entity.

(TBCA 8.02 (part); TLLCA 7.02 (part); TNPCA 8.02 (part).)

Sec.A9.204.AARIGHT OF FOREIGN FILING ENTITY TO PARTICIPATE

IN BUSINESS OF CERTAIN DOMESTIC ENTITIES. A vote cast or consent

provided by a foreign filing entity with respect to its ownership or

membership interest in a domestic entity of which the foreign

filing entity is a lawful owner or member, and the foreign filing

entity’s participation in the management and control of the

business and affairs of the domestic entity to the extent of the

participation of other owners or members, are not invalidated if

the foreign filing entity does not register to transact business in

this state, subject to all law governing a domestic entity,

including the antitrust law of this state. (TBCA 2.29.E; TREITA

13.10(F).)

[Sections 9.205-9.250 reserved for expansion]
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SUBCHAPTER F. DETERMINATION OF TRANSACTING BUSINESS IN

THIS STATE

Sec.A9.251.AAACTIVITIES NOT CONSTITUTING TRANSACTING

BUSINESS IN THIS STATE. For purposes of this chapter, activities

that do not constitute transaction of business in this state

include:

(1)AAmaintaining or defending an action or suit or an

administrative or arbitration proceeding, or effecting the

settlement of:

(A)AAsuch an action, suit, or proceeding; or

(B)AAa claim or dispute to which the entity is a

party;

(2)AAholding a meeting of the entity’s managerial

officials, owners, or members or carrying on another activity

concerning the entity’s internal affairs;

(3)AAmaintaining a bank account;

(4)AAmaintaining an office or agency for:

(A)AAtransferring, exchanging, or registering

securities the entity issues; or

(B)AAappointing or maintaining a trustee or

depositary related to the entity’s securities;

(5)AAvoting the interest of an entity the foreign

entity has acquired;

(6)AAeffecting a sale through an independent

contractor;

(7)AAcreating, as borrower or lender, or acquiring

indebtedness or a mortgage or other security interest in real or
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personal property;

(8)AAsecuring or collecting a debt due the entity or

enforcing a right in property that secures a debt due the entity;

(9)AAtransacting business in interstate commerce;

(10)AAconducting an isolated transaction that:

(A)AAis completed within a period of 30 days; and

(B)AAis not in the course of a number of repeated,

similar transactions;

(11)AAin a case that does not involve an activity that

would constitute the transaction of business in this state if the

activity were one of a foreign entity acting in its own right:

(A)AAexercising a power of executor or

administrator of the estate of a nonresident decedent under

ancillary letters issued by a court of this state; or

(B)AAexercising a power of a trustee under the

will of a nonresident decedent, or under a trust created by one or

more nonresidents of this state, or by one or more foreign entities;

(12)AAregarding a debt secured by a mortgage or lien on

real or personal property in this state:

(A)AAacquiring the debt in a transaction outside

this state or in interstate commerce;

(B)AAcollecting or adjusting a principal or

interest payment on the debt;

(C)AAenforcing or adjusting a right or property

securing the debt;

(D)AAtaking an action necessary to preserve and

protect the interest of the mortgagee in the security; or
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(E)AAengaging in any combination of transactions

described by this subdivision;

(13)AAinvesting in or acquiring, in a transaction

outside of this state, a royalty or other nonoperating mineral

interest; or

(14)AAthe execution of a division order, contract of

sale, or other instrument incidental to ownership of a nonoperating

mineral interest. (TBCA 8.01.B; TLLCA 7.01.B; TNPCA 8.01.B; TRLPA

9.02(b); TRPA 10.04.)

Sec.A9.252.AAOTHER ACTIVITIES. The list provided by Section

9.251 is not exclusive of activities that do not constitute

transacting business in this state for the purposes of this code.

(TBCA 8.01.B (part); TLLCA 7.01.B (part); TNPCA 8.01.B (part);

TRLPA 9.02(b) (part); TRPA 10.04 (part).)

[Sections 9.253-9.300 reserved for expansion]

SUBCHAPTER G. MISCELLANEOUS PROVISIONS

Sec.A9.301.AAAPPLICABILITY OF CODE TO CERTAIN FOREIGN

ENTITIES. (a) Except as provided by a statute described by this

subsection, the provisions of this code governing a foreign entity

apply to a foreign entity registered or granted authority to

transact business in this state under:

(1)AAa special statute that does not contain a

provision regarding a matter provided for by this code with respect

to a foreign entity; or

(2)AAanother statute that specifically provides that

the general law for the granting of a registration or certificate of

authority to the foreign entity to transact business in this state
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supplements the special statute.

(b)AAExcept as provided by a special statute described by

Subsection (a), a document required to be filed with the secretary

of state under the special statute must be signed and filed in

accordance with Chapter 4. (TBCA 9.14.A; TMLCA 1.03; TNPCA

10.04.A.)

CHAPTER 10. MERGERS, INTEREST EXCHANGES, CONVERSIONS,

AND SALES OF ASSETS

SUBCHAPTER A. MERGERS

Sec.A10.001.AAADOPTION OF PLAN OF MERGER. (a) A domestic

entity may effect a merger by complying with the applicable

provisions of this code. A merger must be set forth in a plan of

merger.

(b)AATo effect a merger, each domestic entity that is a party

to the merger must act on and approve the plan of merger in the

manner prescribed by this code for the approval of mergers by the

domestic entity.

(c)AAA domestic entity subject to dissenters ’ rights must

provide the notice required by Section 10.355.

(d)AAIf one or more non-code organizations is a party to the

merger or is to be created by the plan of merger:

(1)AAto effect the merger each non-code organization

must take all action required by this code and its governing

documents;

(2)AAthe merger must be permitted by:

(A)AAthe law of the state or country under whose

law each non-code organization is incorporated or organized; or
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(B)AAthe governing documents of each non-code

organization if the documents are not inconsistent with the law

under which the non-code organization is incorporated or organized;

and

(3)AAin effecting the merger each non-code organization

that is a party to the merger must comply with:

(A)AAthe applicable laws under which it is

incorporated or organized; and

(B)AAthe governing documents of the non-code

organization.

(e)AAA domestic entity may not merge under this subchapter

if an owner or member of that entity that is a party to the merger

will, as a result of the merger, become personally liable, without

that owner’s or member’s consent, for a liability or other

obligation of any other person. (TBCA 5.01.A, 5.03.A; TLLCA 10.01;

TNPCA 5.01.A, 5.02.A, 5.07.A; TREITA 23.10(A); TRLPA 2.11(a)

(part); TRPA 9.02(a) (part).)

Sec.A10.002.AAPLAN OF MERGER: REQUIRED PROVISIONS. (a) A

plan of merger must include:

(1)AAthe name of each organization that is a party to

the merger;

(2)AAthe name of each organization that will survive

the merger;

(3)AAthe name of each new organization that is to be

created by the plan of merger;

(4)AAa description of the organizational form of each

organization that is a party to the merger or that is to be created
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by the plan of merger and its jurisdiction of formation;

(5)AAthe manner and basis of converting any of the

ownership or membership interests of each organization that is a

party to the merger into:

(A)AAownership interests, membership interests,

obligations, rights to purchase securities, or other securities of

one or more of the surviving or new organizations;

(B)AAcash;

(C)AAother property, including ownership

interests, membership interests, obligations, rights to purchase

securities, or other securities of any other person or entity; or

(D)AAany combination of the items described by

Paragraphs (A)-(C);

(6)AAthe certificate of formation of each new domestic

filing entity to be created by the plan of merger;

(7)AAthe governing documents of each new domestic

nonfiling entity to be created by the plan of merger; and

(8)AAthe governing documents of each non-code

organization that:

(A)AAis to survive the merger or to be created by

the plan of merger; and

(B)AAis an entity that is not:

(i)AAorganized under the laws of any state or

the United States; or

(ii)AArequired to file its certificate of

formation or similar document under which the entity is organized

with the appropriate governmental authority.
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(b)AAAn item required by Subsections (a)(6)-(8) may be

included in the plan of merger by an attachment or exhibit to the

plan.

(c)AAIf the plan of merger provides for a manner and basis of

converting an ownership or membership interest that may be

converted in a manner or basis different than any other ownership or

membership interest of the same class or series of the ownership or

membership interest, the manner and basis of conversion must be

included in the plan of merger in the same manner as provided by

Subsection (a)(5). (TBCA 5.01.B (part); TLLCA 10.02.A (part);

TNPCA 5.01.B (part), 5.02.B (part); TREITA 23.10(B) (part); TRLPA

2.11(b) (part); TRPA 9.02(b) (part).)

Sec.A10.003.AACONTENTS OF PLAN OF MERGER: MORE THAN ONE

SUCCESSOR. If more than one organization is to survive or to be

created by the plan of merger, the plan of merger must include:

(1)AAthe manner and basis of allocating and vesting the

property of each organization that is a party to the merger among

one or more of the surviving or new organizations;

(2)AAthe name of each surviving or new organization

that is primarily obligated for the payment of the fair value of an

ownership or membership interest of an owner or member of a domestic

entity subject to dissenters’ rights that is a party to the merger

and who complies with the requirements for dissent and appraisal

under this code applicable to the domestic entity; and

(3)AAthe manner and basis of allocating each liability

and obligation of each organization that is a party to the merger,

or adequate provisions for the payment and discharge of each
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liability and obligation, among one or more of the surviving or new

organizations. (TBCA 5.01.B (part); TLLCA 10.02.A (part); TREITA

23.10(B) (part); TRLPA 2.11(b) (part); TRPA 9.02(b) (part).)

Sec.A10.004.AAPLAN OF MERGER: PERMISSIVE PROVISIONS. A plan

of merger may include:

(1)AAamendments to the governing documents of any

surviving organization;

(2)AAprovisions relating to an interest exchange,

including a plan of exchange; and

(3)AAany other provisions relating to the merger that

are not required by this chapter. (TBCA 5.01.C; TLLCA 10.02.B;

TNPCA 5.01.B (part), 5.02.B (part); TREITA 23.10(C); TRLPA 2.11(c);

TRPA 9.02(c).)

Sec.A10.005.AACREATION OF HOLDING COMPANY BY MERGER. (a) In

this section:

(1)AA"Direct or indirect wholly owned subsidiary"

means, with respect to a domestic entity, another domestic entity,

all of the outstanding voting ownership or membership interests of

which are owned by the domestic entity or by one or more other

domestic entities or non-code organizations, all of the outstanding

voting ownership or membership interests of which are owned by the

domestic entity or one or more other wholly owned domestic entities

or non-code organizations.

(2)AA"Holding company" means a domestic entity that,

from its organization until a merger takes effect, was at all times

a direct or indirect wholly owned subsidiary of the domestic entity

and the ownership or membership interests of which are issued in the
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merger.

(b)AAA domestic entity may, without owner approval and

pursuant to a plan of merger, restructure the ownership structure

of that entity to create a holding company structure under this

chapter and the provisions of this code under which the entity was

formed. The approval of the owners or members of a domestic entity

of a plan of merger that creates a holding company is not required

if:

(1)AAapproval is not otherwise required by the

governing documents of the domestic entity;

(2)AAthe domestic entity merges with a direct or

indirect domestic wholly owned entity;

(3)AAafter the merger the domestic entity or its

successor is a direct or indirect wholly owned entity of a holding

company;

(4)AAthe domestic entity and the direct or indirect

wholly owned entity are the only parties to the merger;

(5)AAeach ownership or membership interest of the

domestic entity that is outstanding preceding the merger is

converted in the merger into an ownership or membership interest of

the holding company having the same designations, preferences,

limitations, and relative rights as the ownership or membership

interest held by the owner or member in the domestic entity;

(6)AAthe holding company is a domestic entity of the

same organizational form as the merging domestic entity;

(7)AAexcept as provided by Subsections (c) and (d), the

initial governing documents of the holding company contain
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provisions identical to the governing documents of the domestic

entity preceding the merger;

(8)AAexcept as provided by Subsections (c) and (d), the

initial governing documents of the surviving entity contain

provisions identical to the governing documents of the domestic

entity preceding the merger;

(9)AAthe governing persons of the domestic entity

become or remain the governing persons of the holding company when

the merger takes effect;

(10)AAthe owners or members of the domestic entity will

not recognize gain or loss for United States federal income tax

purposes or any other tax benefit or attribute as determined by the

governing authority of the domestic entity; and

(11)AAthe governing authority of the domestic entity

adopts a resolution approving the plan of merger.

(c)AASubsections (b)(7) and (8) do not require identical

provisions regarding the incorporator or incorporators, the entity

name, the registered office and agent, the initial governing

persons, and the initial subscribers of ownership interests and

provisions contained in any amendment to the certificate as are

necessary to effect a change, exchange, reclassification, or

cancellation of ownership or membership interests, if the change,

exchange, reclassification, or cancellation was in effect

preceding the merger.

(d)AANotwithstanding Subsection (b)(8):

(1)AAthe governing documents of the surviving entity

must require that an act or transaction by or involving the
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surviving entity that requires for its approval under this code the

approval of the owners or members of the merging domestic entity

must, by specific reference to this section, require the approval

of the owners or members of the holding company, or any successor by

merger, by the same vote as is required by this code and the

governing documents of the surviving entity; and

(2)AAthe governing documents of the surviving entity

may change the classes and series of ownership or membership

interests and the number of ownership or membership interests that

the surviving entity is authorized to issue.

(e)AATo the extent the provisions contained in Section 21.606

apply to a domestic entity and its owners or members when a merger

takes effect under this section, those provisions continue to apply

to the holding company and its owners or members immediately after

the merger takes effect as though the holding company were the

domestic entity. All ownership or membership interests of the

holding company acquired in the merger, for purposes of Section

21.606, are considered to have been acquired at the time the

ownership or membership interest of the domestic entity converted

in the merger was acquired. Any owner or member who, preceding the

merger, was not an affiliated owner or member as described by

Section 21.606 does not solely by reason of the merger become an

affiliated owner or member of the holding company.

(f)AAIf the name of a holding company immediately following

the effectiveness of a merger under this section is the same as the

name of the domestic entity preceding the merger, the ownership or

membership interests of the holding company into which the
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ownership or membership interests of the domestic entity are merged

are represented by the certificates, if any, that previously

represented the ownership or membership interests in the domestic

entity.

(g)AAThis section shall not apply to partnerships. (TBCA

5.03.H, I (part), J, K.)

Sec.A10.006.AASHORT FORM MERGER. (a) A parent organization

that owns at least 90 percent of the outstanding ownership or

membership interests of each class and series of each of one or more

subsidiary organizations may merge with one or more of the

subsidiary organizations as provided by this section if:

(1)AAat least one of the parties to the merger is a

domestic entity and each other party is a domestic entity or another

non-code organization organized under the laws of a jurisdiction

that permits a merger of the type authorized by this chapter; and

(2)AAthe resulting organization or organizations are

the parent organization, one or more existing subsidiary

organizations, or one or more new organizations.

(b)AANo action by any subsidiary organization that is a

domestic entity is required to approve the merger.

(c)AAIf the parent organization will not survive the merger,

a plan of merger must be adopted by action of the parent

organization in the same manner as a plan of merger not governed by

this section or Section 10.005.

(d)AAIf the parent organization will survive the merger, the

merger is required to be approved only by a resolution adopted by

the governing authority of the parent organization.
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(e)AASections 10.001(c)-(e), 10.002(c), 10.003, and

10.007-10.010 apply to a merger approved under Subsection (d),

except that the resolution approving the merger should be

considered the plan of merger for purposes of those sections.

(f)AAThe resolution approving the merger under Subsection

(d) must describe:

(1)AAthe basic terms of the merger;

(2)AAthe organizations that are party to the merger;

and

(3)AAthe organizations that survive the merger.

(g)AAIf the parent organization does not own all of the

outstanding ownership or membership interests of each class or

series of ownership or membership interests of each subsidiary

organization that is a party to the merger, the resolution of the

parent organization required by Subsection (d) must describe the

terms of the merger, including the cash or other property,

including ownership or membership interests, obligations, rights

to purchase securities, or other securities of any person or

organization or any combination of the ownership or membership

interests, obligations, rights, or other securities, to be used,

paid, or delivered by the parent organization on surrender of each

ownership or membership interest of the subsidiary organizations

not owned by the parent organization.

(h)AAAn entity is not disqualified from effecting a merger

under any other provision of this chapter because it qualifies for a

merger under this section.

(i)AAThis section shall not apply if a subsidiary
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organization that is a party to the merger is a partnership. (TBCA

5.16.A, B (part), C, D, E, F; TLLCA 10.05.A, B (part), C.)

Sec.A10.007.AAEFFECTIVENESS OF MERGER. Except as otherwise

provided by Subchapter B, Chapter 4, a merger takes effect at the

time provided by the plan of merger, except that a merger that

requires a filing under Subchapter D takes effect on the acceptance

of the filing of the certificate of merger by the secretary of state

or county clerk, as appropriate. (TBCA 5.05, 5.16.D; TLLCA

10.03.C; TNPCA 5.05, 5.07.B (part); TREITA 23.50; TRLPA 2.11(f);

TRPA 9.02(f).)

Sec.A10.008.AAEFFECT OF MERGER. (a) When a merger takes

effect:

(1)AAthe separate existence of each domestic entity

that is a party to the merger, other than a surviving or new

domestic entity, ceases;

(2)AAall rights, title, and interests to all real

estate and other property owned by each organization that is a party

to the merger is allocated to and vested, subject to any existing

liens or other encumbrances on the property, in one or more of the

surviving or new organizations as provided in the plan of merger

without:

(A)AAreversion or impairment;

(B)AAany further act or deed; or

(C)AAany transfer or assignment having occurred;

(3)AAall liabilities and obligations of each

organization that is a party to the merger are allocated to one or

more of the surviving or new organizations in the manner provided by
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the plan of merger;

(4)AAeach surviving or new domestic organization to

which a liability or obligation is allocated under the plan of

merger is the primary obligor for the liability or obligation, and,

except as otherwise provided by the plan of merger or by law or

contract, no other party to the merger, other than a surviving

domestic entity or non-code organization liable or otherwise

obligated at the time of the merger, and no other new domestic

entity or non-code organization created under the plan of merger is

liable for the debt or other obligation;

(5)AAany proceeding pending by or against any domestic

entity or by or against any non-code organization that is a party to

the merger may be continued as if the merger did not occur, or the

surviving or new domestic entity or entities or the surviving or new

non-code organization or non-code organizations to which the

liability, obligation, asset, or right associated with that

proceeding is allocated to and vested in under the plan of merger

may be substituted in the proceeding;

(6)AAthe governing documents of each surviving domestic

entity are amended to the extent provided by the plan of merger;

(7)AAeach new filing entity whose certificate of

formation is included in the plan of merger under this chapter, on

meeting any additional requirements, if any, of this code for its

formation, is formed as a domestic entity under this code as

provided by the plan of merger;

(8)AAthe ownership or membership interests of each

organization that is a party to the merger and that are to be
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converted or exchanged, in whole or part, into ownership or

membership interests, obligations, rights to purchase securities,

or other securities of one or more of the surviving or new

organizations, into cash or other property, including ownership or

membership interests, obligations, rights to purchase securities,

or other securities of any organization, or into any combination of

these are converted and exchanged and the former owners or members

who held ownership or membership interests of each domestic entity

that is a party to the merger are entitled only to the rights

provided by the certificate of merger or, if applicable, any rights

to receive the fair value for the ownership or membership interests

previously held by them provided under this code; and

(9)AAnotwithstanding Subdivision (4), the surviving or

new organization named in the plan of merger as primarily obligated

to pay the fair value of an ownership or membership interest under

Section 10.003(2) is the primary obligor for that payment and all

other surviving or new organizations are secondarily liable for

that payment.

(b)AAIf the plan of merger does not provide for the

allocation and vesting of the right, title, and interest in any

particular real estate or other property or for the allocation of

any liability or obligation of any party to the merger, the

unallocated property is owned in undivided interest by, or the

liability or obligation is the joint and several liability and

obligation of, each of the surviving and new organizations, pro

rata to the total number of surviving and new organizations

resulting from the merger.
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(c)AAIf a surviving organization in a merger is not a

domestic entity, the surviving organization is considered to have:

(1)AAappointed the secretary of state in this state as

the organization’s agent for service of process in a proceeding to

enforce any obligation of a domestic entity that is a party to the

merger; and

(2)AAagreed to promptly pay to the dissenting owners or

members of each domestic entity that is a party to the merger who

have the right of dissent and appraisal under this code the amount,

if any, to which they are entitled under this code.

(d)AAIf the surviving organization in a merger is not a

domestic entity, the organization shall register to transact

business in this state if the entity is required to register for

that purpose by another provision of this code. (TBCA 5.01.D,

5.06.A, C, 5.16.B (part); TLLCA 10.04; TNPCA 5.06, 5.07.B (part);

TREITA 23.10(D), 23.60(A), (C); TRLPA 2.11(g) (part); TRPA 9.02(g)

(part).)

Sec.A10.009.AASPECIAL PROVISIONS APPLYING TO PARTNERSHIP

MERGERS. (a) A partner of a domestic partnership that is a party to

a merger does not become liable as a result of the merger for the

liability or obligation of another person that is a party to the

merger unless the partner consents to becoming personally liable by

action taken in connection with the specific plan of merger

approved by the partner.

(b)AAA partner of a domestic partnership that is a party to a

merger who remains in or enters a partnership is treated as an

incoming partner in the partnership when the merger takes effect
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for purposes of determining the partner ’s liability for a debt or

obligation of the partnership or partnerships that are parties to

the merger or to be created in the merger and in which the partner

was not a partner.

(c)AAIf a partnership merges with an organization and,

because of the merger, no longer exists, a former partner who

becomes an owner or member of the surviving organization may, until

the first anniversary of the effective date of the merger, bind the

surviving organization to a transaction for which the owner or

member no longer has authority to bind the organization if the

transaction is one in which the actions by the owner or member as a

partner would have bound the partnership before the effective date

of the merger, and the other party to the transaction:

(1)AAdoes not have actual or constructive notice of the

merger;

(2)AAhad done business with the terminated partnership

within one year preceding the effective date of the merger; and

(3)AAreasonably believes that the partner who was

previously an owner or member of the partnership that was merged

into the surviving organization and is now an owner or member of the

surviving organization has the authority to bind the surviving

organization to the transaction at the time of the transaction.

(d)AAIf a partnership is formed under a plan of merger, the

existence of the partnership as a partnership begins when the

merger takes effect, and the persons to be partners become partners

at that time.

(e)AAA partner in a domestic partnership that is a party to
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the merger but does not survive shall be treated as a partner who

withdrew from the nonsurviving domestic partnership as of the

effective date of the merger.

(f)AAThe partnership agreement of each domestic partnership

that is a party to the merger must contain provisions that authorize

the merger provided for in the plan of merger adopted by the

partnership.

(g)AAEach domestic partnership that is a party to the merger

must approve the plan of merger in the manner prescribed in its

partnership agreement. (TRLPA 2.01(b) (part), 2.11(a) (part), (g)

(part); TRPA 2.02(d), 9.01(c), 9.02(a) (part), (g) (part).)

Sec.A10.010.AASPECIAL PROVISIONS APPLYING TO NONPROFIT

CORPORATION MERGERS. (a) A domestic nonprofit corporation may not

merge into another entity if the domestic nonprofit corporation

would, because of the merger, lose or impair its charitable status.

(b)AAOne or more domestic or foreign for-profit entities or

non-code organizations may merge into one or more domestic

nonprofit corporations that continue as the surviving entity or

entities.

(c)AAA domestic nonprofit corporation may not merge with a

foreign for-profit entity if the domestic nonprofit corporation

does not continue as the surviving entity.

(d)AAOne or more domestic nonprofit corporations and

non-code organizations may merge into one or more foreign nonprofit

entities that continue as the surviving entity or entities. (TNPCA

5.01, 5.02, 5.07.A.)

[Sections 10.011-10.050 reserved for expansion]
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SUBCHAPTER B. EXCHANGES OF INTERESTS

Sec.A10.051.AAINTEREST EXCHANGES. (a) For the purpose of

acquiring all of the outstanding ownership or membership interests

of one or more classes or series of one or more domestic entities,

one or more domestic entities or non-code organizations may adopt a

plan of exchange.

(b)AATo make an interest exchange under this section:

(1)AAthe governing authority of each domestic entity

the ownership or membership interests of which are to be acquired in

the interest exchange must act on a plan of exchange and, if

otherwise required by this code, the owners or members of the

domestic entity must approve the plan of exchange in the manner

provided by this code; and

(2)AAeach acquiring domestic entity must take all

action that may otherwise be required by this code and its governing

documents to effect the exchange.

(c)AAA domestic entity subject to dissenters ’ rights must

provide the notice required by Section 10.355.

(d)AAIf a non-code organization is to acquire ownership or

membership interests in the exchange, each non-code organization

must take all action that is required under the laws of the

organization’s jurisdiction of formation and the organization ’s

governing documents to effect the exchange.

(e)AAIf one or more non-code organizations as part of the

plan of exchange are to issue ownership or membership interests,

the issuance of the ownership or membership interests must be

permitted by the laws under which the non-code organizations are
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incorporated or organized or not inconsistent with those laws.

(f)AAA plan of exchange may not be effected if any owner or

member of a domestic entity that is a party to the interest exchange

will, as a result of the interest exchange, become personally

liable, without the consent of the owner or member, for the

liabilities or obligations of any other person or organization.

(TBCA 5.02.A, D, 5.03.A (part); TLLCA 10.06.A; TREITA 23.20(A),

(D); TRLPA 2.11(h) (part); TRPA 9.03(a) (part).)

Sec.A10.052.AAPLAN OF EXCHANGE: REQUIRED PROVISIONS. (a) A

plan of exchange must include:

(1)AAthe name of each domestic entity the ownership or

membership interests of which are to be acquired;

(2)AAthe name of each acquiring organization;

(3)AAif there is more than one acquiring organization,

the ownership or membership interests to be acquired by each

organization;

(4)AAthe terms and conditions of the exchange; and

(5)AAthe manner and basis of exchanging the ownership

or membership interests to be acquired for:

(A)AAownership or membership interests,

obligations, rights to purchase securities, or other securities of

one or more of the acquiring organizations that is a party to the

plan of exchange;

(B)AAcash;

(C)AAother property, including ownership or

membership interests, obligations, rights to purchase securities,

or other securities of any other person or entity; or
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(D)AAany combination of those items.

(b)AAThe manner and basis of exchanging an ownership or

membership interest of an owner or member that is exchanged in a

manner or basis different from any other owner or member having

ownership or membership interests of the same class or series must

be included in the plan of exchange in the same manner as provided

by Subsection (a)(5). (TBCA 5.02.B; TREITA 23.20(B).)

Sec.A10.053.AAPLAN OF EXCHANGE: PERMISSIVE PROVISIONS. A

plan of exchange may include any other provisions not required by

Section 10.052 relating to the interest exchange. (TBCA 5.02.C;

TREITA 23.20(C).)

Sec.A10.054.AAEFFECTIVENESS OF EXCHANGE. Except as otherwise

provided by Subchapter B, Chapter 4, an interest exchange takes

effect at the time provided in the plan of exchange or otherwise

agreed to by the parties, except that an interest exchange that

requires a filing under Subchapter D takes effect on the acceptance

of the filing of the certificate of exchange by the secretary of

state or county clerk, as appropriate. (TBCA 5.05; TLLCA 10.06.B

(part); TREITA 23.50; TRLPA 2.11(h) (part); TRPA 9.03(b) (part).)

Sec.A10.055.AAGENERAL EFFECT OF INTEREST EXCHANGE. When an

interest exchange takes effect:

(1)AAthe ownership or membership interest of each

acquired organization is exchanged as provided in the plan of

exchange, and the former owners whose interests are exchanged under

the plan of exchange are entitled only to the rights provided in the

certificate of exchange or, if applicable, a right to receive the

fair value for the ownership or membership interests provided under
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Subchapter H; and

(2)AAthe acquiring organization has all rights, title,

and interests with respect to the ownership or membership interest

to be acquired by it subject to the provisions of the certificate of

exchange. (TBCA 5.06.B; TLLCA 10.06.B (part); TREITA 23.60(B);

TRLPA 2.11(h) (part); TRPA 9.03(b) (part).)

Sec.A10.056.AASPECIAL PROVISIONS APPLYING TO PARTNERSHIPS.

To effect an interest exchange:

(1)AAthe partnership agreement of each domestic

partnership whose partnership interests are to be acquired pursuant

to the plan of exchange must authorize the partnership interest

exchange adopted by the partnership;

(2)AAeach domestic partnership whose partnership

interests are to be acquired under the plan of exchange must approve

the plan of exchange in the manner prescribed by its partnership

agreement; and

(3)AAeach acquiring domestic partnership must take all

actions that may be required by its partnership agreement in order

to effect the exchange. (TRLPA 2.11(h) (part); TRPA 9.03(a).)

[Sections 10.057-10.100 reserved for expansion]

SUBCHAPTER C. CONVERSIONS

Sec.A10.101.AACONVERSION OF DOMESTIC ENTITIES. (a) A

domestic entity may convert into a different type of domestic

entity or a non-code organization by adopting a plan of conversion.

(b)AATo effect a conversion, the converting entity must act

on and the owners or members of the domestic entity must approve a

plan of conversion in the manner prescribed by this code for the
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approval of conversions by the domestic entity or, if not

prescribed by this code, in the same manner as prescribed by this

code for the adoption and approval of a plan of merger by the

domestic entity when the domestic entity does not survive the

merger.

(c)AAA domestic entity subject to dissenters ’ rights must

provide the notice required by Section 10.355.

(d)AAA conversion may not take effect if the conversion is

prohibited by or inconsistent with the laws of the converted

entity’s jurisdiction of formation, and the formation,

incorporation, or organization of the converted entity under the

plan of conversion must be effected in compliance with those laws

pursuant to the plan of conversion.

(e)AAAt the time a conversion takes effect, each owner of the

converting entity, other than those who receive payment of their

ownership or membership interest under any applicable provisions of

this code relating to dissent and appraisal, has, unless otherwise

agreed to by that owner or member, an ownership or membership

interest in, and is the owner or member of, the converted entity.

(f)AAA domestic entity may not convert under this section if

an owner or member of the domestic entity, as a result of the

conversion, becomes personally liable, without the consent of the

owner or member, for a liability or other obligation of the

converted entity. (TBCA 5.17.A (part); TLLCA 10.08.A (part); TRLPA

2.15(a) (part); TRPA 9.01(a), (b), 9.05(a) (part).)

Sec.A10.102.AACONVERSION OF NON-CODE ORGANIZATIONS. (a) A

non-code organization may convert into a domestic entity by
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adopting a plan of conversion as provided by this section.

(b)AATo effect a conversion, the non-code organization must

take any action that may be required for a conversion under the laws

of the organization’s jurisdiction of formation and the

organization’s governing documents.

(c)AAThe conversion must be permitted by the laws under which

the non-code organization is incorporated or organized or by its

governing documents, which may not be inconsistent with the laws of

the jurisdiction in which the non-code organization is incorporated

or organized. (TBCA 5.17.B; TLLCA 10.08.B; TRLPA 2.15(b); TRPA

9.05(b).)

Sec.A10.103.AAPLAN OF CONVERSION: REQUIRED PROVISIONS. (a)

A plan of conversion must include:

(1)AAthe name of the converting entity;

(2)AAthe name of the converted entity;

(3)AAa statement that the converting entity is

continuing its existence in the organizational form of the

converted entity;

(4)AAa statement of the type of entity that the

converted entity is to be and the converted entity ’s jurisdiction

of formation;

(5)AAthe manner and basis of converting the ownership

or membership interests of the converting entity into ownership or

membership interests of the converted entity;

(6)AAany certificate of formation required to be filed

under this code if the converted entity is a filing entity; and

(7)AAthe certificate of formation or similar
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organizational document of the converted entity if the converted

entity is not a filing entity.

(b)AAAn item required by Subsection (a)(6) or (7) may be

included in the plan of conversion by an attachment or exhibit to

the plan. (TBCA 5.17.C; TLLCA 10.08.C; TRLPA 2.15(c); TRPA

9.05(c).)

Sec.A10.104.AAPLAN OF CONVERSION: PERMISSIVE PROVISIONS. A

plan of conversion may include other provisions relating to the

conversion that are not inconsistent with law. (TBCA 5.17.D; TLLCA

10.08.D; TRLPA 2.15(d); TRPA 9.05(d).)

Sec.A10.105.AAEFFECTIVENESS OF CONVERSION. Except as

otherwise provided by Subchapter B, Chapter 4, a conversion takes

effect at the time provided by the plan of conversion, except that a

conversion that requires a filing under Subchapter D takes effect

on the acceptance of the filing of the certificate of conversion by

the filing officer. (TBCA 5.19; TLLCA 10.10; TRLPA 2.15(f); TRPA

9.05(g).)

Sec.A10.106.AAGENERAL EFFECT OF CONVERSION. When a

conversion takes effect:

(1)AAthe converting entity continues to exist without

interruption in the organizational form of the converted entity

rather than in the organizational form of the converting entity;

(2)AAall rights, title, and interests to all property

owned by the converting entity continues to be owned, subject to any

existing liens or other encumbrances on the property, by the

converted entity in the new organizational form without:

(A)AAreversion or impairment;
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(B)AAfurther act or deed; or

(C)AAany transfer or assignment having occurred;

(3)AAall liabilities and obligations of the converting

entity continue to be liabilities and obligations of the converted

entity in the new organizational form without impairment or

diminution because of the conversion;

(4)AAthe rights of creditors or other parties with

respect to or against the previous owners or members of the

converting entity in their capacities as owners or members in

existence when the conversion takes effect continue to exist as to

those liabilities and obligations and may be enforced by the

creditors and obligees as if a conversion had not occurred;

(5)AAa proceeding pending by or against the converting

entity or by or against any of the converting entity ’s owners or

members in their capacities as owners or members may be continued by

or against the converted entity in the new organizational form and

by or against the previous owners or members without a need for

substituting a party;

(6)AAthe ownership or membership interests of the

converting entity that are to be converted into ownership or

membership interests of the converted entity as provided in the

plan of conversion are converted as provided by the plan, and if the

converting entity is a domestic entity, the former owners or

members of the domestic entity are entitled only to the rights

provided in the plan of conversion or a right of dissent and

appraisal under this code;

(7)AAif, after the conversion takes effect, an owner or
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member of the converted entity as an owner or member is liable for

the liabilities or obligations of the converted entity, the owner

or member is liable for the liabilities and obligations of the

converting entity that existed before the conversion took effect

only to the extent that the owner or member:

(A)AAagrees in writing to be liable for the

liabilities or obligations;

(B)AAwas liable, before the conversion took

effect, for the liabilities or obligations; or

(C)AAby becoming an owner or member of the

converted entity, becomes liable under other applicable law for the

existing liabilities and obligations of the converted entity; and

(8)AAif the converted entity is a non-code

organization, the converted entity is considered to have:

(A)AAappointed the secretary of state in this

state as its agent for service of process in a proceeding to enforce

any obligation or the rights of dissenting owners or members of the

converting domestic entity; and

(B)AAagreed that the converted entity will

promptly pay the dissenting owners or members of the converting

domestic entity the amount, if any, to which they are entitled under

this code. (TBCA 5.20.A (part); TLLCA 10.11; TRLPA 2.15(g); TRPA

9.05(h).)

Sec.A10.107.AASPECIAL PROVISIONS APPLYING TO PARTNERSHIP

CONVERSIONS. (a) If a partnership is formed under a plan of

conversion under this code, the existence of the partnership as a

partnership begins when the conversion takes effect, and the owners
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or members designated to become the partners under the plan of

conversion become the partners at that time.

(b)AAThe partnership agreement of a domestic partnership

that is converting must contain provisions that authorize the

conversion provided for in the plan of conversion adopted by the

partnership.

(c)AAA domestic partnership that is converting must approve

the plan of conversion in the merger provided in its partnership

agreement. (TRLPA 2.01(b) (part), 2.15(a) (part); TRPA 2.02(d),

9.05(a) (part).)

Sec.A10.108.AASPECIAL PROVISIONS APPLYING TO NONPROFIT

CORPORATION CONVERSIONS. A domestic nonprofit corporation may not

convert into a for-profit entity. (New.)

[Sections 10.109-10.150 reserved for expansion]

SUBCHAPTER D. CERTIFICATE OF MERGER, EXCHANGE,

OR CONVERSION

Sec.A10.151.AACERTIFICATE OF MERGER AND EXCHANGE. (a) After

approval of a plan of merger or a plan of exchange as provided by

this code, a certificate of merger, which may also include an

exchange, or a certificate of exchange, as applicable, must be

filed for a merger or interest exchange to become effective if:

(1)AAfor a merger:

(A)AAany domestic entity that is a party to the

merger is a filing entity; or

(B)AAany domestic entity to be created under the

plan of merger is a filing entity; or

(2)AAfor an exchange, an ownership or membership
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interest in any filing entity is to be acquired in the interest

exchange.

(b)AAIf a certificate of merger or exchange is required to be

filed in connection with an interest exchange or a merger, other

than a merger under Section 10.006, the certificate must be signed

on behalf of each domestic entity and non-code organization that is

a party to the merger or exchange by an officer or other authorized

representative and must include:

(1)AAthe plan of merger or exchange or a statement

certifying:

(A)AAthe name of each domestic entity or non-code

organization that is a party to the merger or exchange;

(B)AAthe name of each domestic entity or non-code

organization that is to be created by the plan of merger or

exchange;

(C)AAthe name of the jurisdiction in which each

domestic entity or non-code organization named under Paragraph (A)

or (B) is incorporated or organized;

(D)AAfor a merger, the amendments or changes to

the certificate of formation of each filing entity that is a party

to the merger, or if no amendments are desired to be effected by the

merger, a statement to that effect;

(E)AAthat the certificate of formation of each new

filing entity to be created under the plan of merger or exchange is

being filed with the certificate of merger or exchange;

(F)AAthat a signed plan of merger or exchange is on

file at the principal place of business of each surviving,
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acquiring, or new domestic entity or non-code organization, and the

address of each principal place of business; and

(G)AAthat a copy of the plan of merger or exchange

will be on written request furnished without cost by each

surviving, acquiring, or new domestic entity or non-code

organization to any owner or member of any domestic entity that is a

party to or created by the plan of merger or exchange and, for a

merger with multiple surviving domestic entities or non-code

organizations, to any creditor or obligee of the parties to the

merger at the time of the merger if a liability or obligation is

then outstanding;

(2)AAif approval of the owners or members of any

domestic entity that was a party to the plan of merger or exchange

is not required by this code, a statement to that effect; and

(3)AAa statement that the plan of merger or exchange has

been approved as required by the laws of the jurisdiction of

formation of each organization that is a party to the merger or

exchange and by the governing documents of those organizations.

(c)AAA certificate of merger may also constitute a

certificate of exchange if it contains the information required for

a certificate of exchange. (TBCA 5.04.A; TLLCA 10.03.A (part), B,

10.06.A, B (part); TNPCA 5.04.A; TREITA 23.40(A); TRLPA 2.11(d)

(part), (e), (h) (part); TRPA 9.02(d), 9.03(b) (part).)

Sec.A10.152.AACERTIFICATE OF MERGER: SHORT FORM MERGER. (a)

The certificate of merger for a merger under Section 10.006 is

required to be signed only by an officer or other authorized

representative of the parent organization described by that
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section.

(b)AAExcept as provided by Subsection (c), the certificate of

merger must include:

(1)AAthe name of the parent organization, the name of

each subsidiary organization that is a party to the merger, and the

jurisdiction of formation of each named organization;

(2)AAthe number of outstanding ownership interests of

each class or series of each subsidiary organization and the number

and percentage of ownership interests of each class or series owned

by the parent organization;

(3)AAa copy of the resolution of merger adopted by the

governing authority of the parent organization authorizing the

merger and the date of the adoption of the resolution;

(4)AAa statement that the resolution has been approved

as required by the laws of the jurisdiction of formation of the

parent organization and by its governing documents; and

(5)AAif any surviving organization is not a domestic

entity, the address, including street number, if any, of its

registered or principal office in the organization ’s jurisdiction

of formation.

(c)AAIf a plan of merger is required to be adopted by action

of the parent organization under Section 10.006(c), the certificate

of merger must include the information required by Section

10.151(b). (TBCA 5.16.B; TLLCA 10.05.B.)

Sec.A10.153.AAFILING OF CERTIFICATE OF MERGER OR EXCHANGE.

(a) If a certificate of merger or exchange is required to be filed,

the certificate of merger or exchange must be filed in accordance
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with Chapter 4. The certificate of formation of each filing entity

that is to be formed under a plan of merger must also be filed with

the certificate of merger in accordance with Chapter 4. Except as

provided by this section, the certificate must be filed with the

secretary of state.

(b)AAIf a domestic real estate investment trust is a party to

the merger or if an ownership interest in a domestic real estate

investment trust is to be acquired in the interest exchange, the

certificate of merger or exchange must be filed in accordance with

Chapter 4 with the county clerk of the county in which the domestic

real estate investment trust’s principal place of business in this

state is located.

(c)AAIf a domestic real estate investment trust is to be

created under the plan of merger, the certificate of formation of

the domestic real estate investment trust must also be filed with

the certificate of merger in accordance with Chapter 4 with the

county clerk of the county in which the domestic real estate

investment trust’s principal place of business in this state is

located. (TBCA 5.04.B, 5.16.C; TLLCA 10.03.B; TNPCA 5.04.B; TREITA

23.40(B); TRLPA 2.11(e); TRPA 9.02(e).)

Sec.A10.154.AACERTIFICATE OF CONVERSION. (a) After approval

of a plan of conversion as provided by this code, a certificate of

conversion must be filed for the conversion to become effective if:

(1)AAany domestic entity that is a party to the

conversion is a filing entity; or

(2)AAany domestic entity to be created under the plan of

conversion is a filing entity.
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(b)AAIf a certificate of conversion is required to be filed

in connection with a conversion, the certificate must be signed on

behalf of the converting entity and must include:

(1)AAthe plan of conversion or a statement certifying

the following:

(A)AAthe name and jurisdiction of organization of

the converting entity;

(B)AAthe organizational form of the converting

entity;

(C)AAthat a signed plan of conversion is on file at

the principal place of business of the converting entity, and the

address of the principal place of business;

(D)AAthat a signed plan of conversion will be on

file after the conversion at the principal place of business of the

converted entity, and the address of the principal place of

business; and

(E)AAthat a copy of the plan of conversion will be

on written request furnished without cost by the converting entity

before the conversion or by the converted entity after the

conversion to any owner or member of the converting entity or the

converted entity; and

(2)AAa statement that the plan of conversion has been

approved as required by the laws of the jurisdiction of formation

and the governing documents of the converting entity. (TBCA

5.18.A; TLLCA 10.09.A; TRLPA 2.15(e); TRPA 9.05(e) (part).)

Sec.A10.155.AAFILING OF CERTIFICATE OF CONVERSION. (a) If a

certificate of conversion is required to be filed, the certificate
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of conversion must be filed in accordance with Chapter 4. If the

converted entity is a filing entity, the certificate of formation

of the filing entity must also be filed with the certificate of

conversion in accordance with Chapter 4. Except as provided by this

section, the certificate must be filed with the secretary of state.

(b)AAIf the converting entity is a domestic real estate

investment trust, the certificate of conversion must be filed in

accordance with Chapter 4 with the county clerk of the county in

which the converting entity’s principal place of business in this

state is located.

(c)AAIf the converted entity is a domestic real estate

investment trust, the certificate of formation of the converted

entity must also be filed with the certificate of conversion in

accordance with Chapter 4 with the county clerk of the county in

which the converted entity’s principal place of business in this

state is located. (TBCA 5.18.B; TLLCA 10.09.B; TRLPA 2.15(f); TRPA

9.05(e) (part).)

Sec.A10.156.AAACCEPTANCE OF CERTIFICATE FOR FILING. The

filing officer may not accept a certificate of merger, exchange, or

conversion for filing if:

(1)AAthe filing officer finds that the certificate of

merger, exchange, or conversion does not conform to law; or

(2)AAthe required franchise taxes have not been paid or

the certificate of merger, exchange, or conversion does not provide

that one or more of the surviving, new, or acquiring organizations

or the converted entity is liable for the payment of the required

franchise taxes. (TBCA 5.04.C (part), 5.18.C (part); TLLCA 10.03.B
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(part), 10.09.C (part); TNPCA 5.04.B (part); TRLPA 2.11(e) (part);

TRPA 9.02(e) (part), 9.05(f) (part).)

[Sections 10.157-10.200 reserved for expansion]

SUBCHAPTER E. ABANDONMENT OF MERGER, EXCHANGE, OR CONVERSION

Sec.A10.201.AAABANDONMENT OF PLAN OF MERGER, EXCHANGE, OR

CONVERSION. After a merger, interest exchange, or conversion is

approved as provided by this code, and at any time before the

merger, interest exchange, or conversion takes effect, the plan of

merger, interest exchange, or conversion may be abandoned, subject

to any contractual rights, by any of the domestic entities that are

a party to the merger, interest exchange, or conversion, without

action by the owners or members, under the procedures provided by

the plan of merger, exchange, or conversion or, if no abandonment

procedures are provided, in the manner determined by the governing

authority. (TBCA 5.03.L (part), 5.17.E (part); TNPCA 5.03.B; TREITA

23.30(I) (part).)

Sec.A10.202.AAABANDONMENT AFTER FILING. (a) If a

certificate of merger, exchange, or conversion has been filed, the

merger, interest exchange, or conversion may be abandoned before

its effectiveness in accordance with Sections 4.057 and 10.201.

(b)AAA filing of a certificate of abandonment under Section

4.057 is not required for the abandonment of a merger, interest

exchange, or conversion if no filing is required under Subchapter D

to make the merger, interest exchange, or conversion effective.

(TBCA 5.03.L (part), 5.17.E (part); TLLCA 9.03.F (part); TREITA

23.30(I) (part); TRLPA 2.12.F (part).)

[Sections 10.203-10.250 reserved for expansion]
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SUBCHAPTER F. PROPERTY TRANSFERS AND DISPOSITIONS

Sec.A10.251.AAGENERAL POWER OF DOMESTIC ENTITY TO SELL,

LEASE, OR CONVEY PROPERTY. (a) Subject to any approval required by

this code or the governing documents of the domestic entity, a

domestic entity may transfer and convey by sale, lease, assignment,

or another method an interest in property of the entity, including

real property. The transfer and conveyance may:

(1)AAbe made with or without the goodwill of the entity;

(2)AAbe made on any terms and conditions and for any

consideration, which may consist wholly or partly of money or other

property, including an ownership interest in a domestic entity or

non-code organization; and

(3)AAbe evidenced by a deed, assignment, or other

instrument of transfer or conveyance, with or without the seal of

the entity.

(b)AASubject to any approval required by this code or the

governing documents of the domestic entity, a domestic entity may

grant a pledge, mortgage, deed of trust, or trust indenture with

respect to an interest in property of the entity, including real

property, with or without the seal of the entity. (TBCA 5.08

(part), 5.09.A; TNPCA 5.08 (part); TREITA 24.10(A), (C) (part).)

Sec.A10.252.AANO APPROVAL REQUIRED FOR CERTAIN DISPOSITIONS

OF PROPERTY. Except as otherwise provided by this code, the

governing documents of the domestic entity, or specific limitations

established by the governing authority, a sale, lease, assignment,

conveyance, pledge, mortgage, deed of trust, trust indenture, or

other transfer of an interest in real property or other property

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

271



made by a domestic entity does not require the approval of the

members or owners of the entity. (TBCA 5.08 (part), 5.09.A (part);

TNPCA 5.08 (part), 5.09 (part); TREITA 24.10(A).)

Sec.A10.253.AARECORDING INSTRUMENT CONVEYING REAL PROPERTY

OF DOMESTIC ENTITY. (a) A deed or other instrument executed by a

domestic entity that conveys an interest in real property may be

recorded in the same manner and with the same effect as other

similar instruments if the instrument is signed and acknowledged

by:

(1)AAan officer, authorized attorney-in-fact, or other

authorized person of the entity; or

(2)AAin the case of a partnership or limited liability

company, a governing person of the entity.

(b)AAA deed or other instrument executed by a domestic entity

that conveys an interest in real property and that is recorded and

signed by an officer, authorized attorney-in-fact, or other

authorized person of the entity constitutes prima facie evidence

that the sale or conveyance that is the subject of the instrument

was authorized under this code and the governing documents of the

entity. (TBCA 5.08; TLLCA 2.11; TNPCA 5.08; TREITA 24.10(C).)

Sec.A10.254.AADISPOSITION OF PROPERTY NOT A MERGER OR

CONVERSION; LIABILITY. (a) A disposition of all or part of the

property of a domestic entity, regardless of whether the

disposition requires the approval of the entity ’s owners or

members, is not a merger or conversion for any purpose.

(b)AAExcept as otherwise expressly provided by another law, a

person acquiring property described by this section may not be held

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

272



responsible or liable for a liability or obligation of the

transferring domestic entity that is not expressly assumed by the

person. (TBCA 5.10.B; TREITA 24.20(B).)

[Sections 10.255-10.300 reserved for expansion]

SUBCHAPTER G. BANKRUPTCY REORGANIZATION

Sec.A10.301.AAREORGANIZATION UNDER BANKRUPTCY AND SIMILAR

LAWS. (a) A trustee appointed for a domestic entity that is being

reorganized under a federal statute, the designated officers of a

domestic entity being reorganized under a federal statute, or any

other individual designated by a court having jurisdiction of a

domestic entity being reorganized under a federal statute to act on

behalf of the domestic entity may, without action by or notice to

the domestic entity’s governing authority, owners, or members, in

order to carry out a plan of reorganization ordered by a court under

the federal statute:

(1)AAamend or restate the domestic entity ’s certificate

of formation if the certificate of formation after amendment or

restatement contains only provisions required or permitted to be

contained in the certificate of formation;

(2)AAmerge or exchange an interest with one or more

domestic entities or non-code organizations under a plan of merger

or exchange having any provision required or permitted by Sections

10.002, 10.003, 10.004, 10.005, 10.052, and 10.053;

(3)AAchange the location of the domestic entity’s

registered office, change its registered agent, and remove or

appoint any agent to receive service of process;

(4)AAalter, amend, or repeal the domestic entity ’s
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governing documents other than filing instruments;

(5)AAconstitute or reconstitute and classify or

reclassify the domestic entity’s governing authority and name,

constitute, or appoint managerial officials in place of or in

addition to all or some of the managerial officials;

(6)AAsell, lease, exchange, or otherwise dispose of

all, or substantially all, of the domestic entity ’s property and

assets;

(7)AAauthorize and fix the terms, manner, and

conditions of the issuance of bonds, debentures, or other

obligations, regardless of whether the obligation is convertible

into ownership interests of any class or bearing warrants or other

evidences of optional rights to purchase or subscribe for any

ownership interests of any class;

(8)AAwind up and terminate the entity’s existence; or

(9)AAeffect a conversion.

(b)AAAn action taken under Subsection (a)(4) or (5) takes

effect on entry of the order approving the plan of reorganization or

on another effective date as may be specified, without further

action of the domestic entity, as and to the extent provided by the

plan of reorganization or the order approving the plan of

reorganization. (TBCA 4.14.A; TLLCA 8.12.A; TREITA 26.10(A), (B);

TRLPA 2.06(a).)

Sec.A10.302.AASIGNING OF DOCUMENTS. A trustee appointed for

a domestic entity being reorganized under a federal statute, the

designated officers of a domestic entity being reorganized under a

federal statute, or any other individual designated by a court

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

274



having jurisdiction of a domestic entity being reorganized under a

federal statute may sign on behalf of a domestic entity that is

being reorganized:

(1)AAa certificate of amendment or restated certificate

of formation containing:

(A)AAthe name of the domestic entity;

(B)AAeach amendment or the restatement approved by

the court;

(C)AAthe date of the court ’s order approving the

certificate of amendment or the restatement;

(D)AAthe name of the court having jurisdiction,

file name, and case number of the reorganization case in which the

order was entered; and

(E)AAa statement that the court had jurisdiction

of the case under a federal statute;

(2)AAa certificate of merger or exchange containing:

(A)AAthe name of the domestic entity;

(B)AAthe part of the plan of reorganization that

contains the plan of merger or exchange approved by the court, which

must include the information required by Section 10.151(b) or

10.152, as applicable, but which is not required to include the

resolution of the governing authority referred to in Section

10.152;

(C)AAthe date of the court ’s order approving the

plan of merger or consolidation;

(D)AAthe name of the court having jurisdiction,

file name, and case number of the reorganization case in which the
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order or decree was entered; and

(E)AAa statement that the court had jurisdiction

of the case under a federal statute;

(3)AAa certificate of termination containing:

(A)AAthe name of the domestic entity;

(B)AAthe information required by Sections

11.101(c)(1)-(4);

(C)AAthe date of the court ’s order approving the

certificate of termination;

(D)AAa statement that the obligations of the

domestic entity, including debts and liabilities, have been paid or

discharged as provided by the plan of reorganization and the

remaining property and assets of the domestic entity have been

distributed as provided by the plan of reorganization;

(E)AAthe name of the court having jurisdiction,

file name, and case number of the reorganization case in which the

order or decree was entered; and

(F)AAa statement that the court had jurisdiction

of the case under a federal statute;

(4)AAa statement of change of registered office or

registered agent, or both, containing:

(A)AAthe name of the domestic entity;

(B)AAthe information required by Section

5.202(b), as applicable, but not the information included in the

statement referred to in Section 5.202(b)(6);

(C)AAthe date of the court ’s order approving the

statement of change of registered office or registered agent, or
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both;

(D)AAthe name of the court having jurisdiction,

file name, and case number of the reorganization case in which the

order or decree was entered; and

(E)AAa statement that the court had jurisdiction

of the case under a federal statute; or

(5)AAa certificate of conversion containing:

(A)AAthe name of the domestic entity;

(B)AAthe part of the plan of reorganization that

contains the plan of conversion approved by the court, which must

include the information required by Section 10.103;

(C)AAthe date of the court ’s order or decree

approving the plan of conversion;

(D)AAthe name of the court having jurisdiction,

file name, and case number of the reorganization case in which the

order was entered; and

(E)AAa statement that the court had jurisdiction

of the case under a federal statute. (TBCA 4.14.B; TREITA 26.10(C),

(D); TRLPA 2.06(b).)

Sec.A10.303.AAREORGANIZATION WITH OTHER ENTITIES. If a

domestic entity or non-code organization that is not being

reorganized under a federal statute merges or exchanges an interest

with a domestic entity that is being reorganized under a plan of

reorganization under a federal statute:

(1)AASubchapters A, B, D, E, and H apply to the domestic

entity or non-code organization that is not being reorganized to

the same extent those subchapters would apply if the domestic
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entity or non-code organization were merging or engaging in an

interest exchange with a domestic entity that is not being

reorganized, except as otherwise provided by the plan of

reorganization ordered by a court under the federal statute;

(2)AASubchapter H applies to a subsidiary organization

that is not being reorganized to the same extent that subchapter

would apply if the subsidiary organization were merging with a

parent organization that is not being reorganized;

(3)AAon the receipt of all required authorization for

all action required by this code for each domestic entity that is a

party to the plan of merger or exchange that is not being

reorganized and all action by each domestic entity or non-code

organization that is a party to the plan of merger or exchange

required by the laws of the entity ’s or organization ’s jurisdiction

of formation and governing documents, a certificate of merger or

exchange shall be signed by each domestic entity or non-code

organization that is a party to the merger or exchange other than

the domestic entity that is being reorganized as provided by

Section 10.151 and on behalf of the domestic entity that is being

reorganized by the persons specified in Section 10.302;

(4)AAthe certificate of merger or exchange must contain

the information required by Section 10.302(2);

(5)AAthe certificate of merger or exchange must be

filed in the manner provided by Section 10.153; and

(6)AAon the acceptance for filing of the certificate of

merger or exchange in accordance with Subchapter D, the merger or

interest exchange, when effective, has the same effect as if it had
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been adopted by unanimous action of the governing authority and

owners or members of the domestic entity being reorganized, and the

effectiveness of the merger or interest exchange is determined as

provided by Section 10.007 or 10.054. (TBCA 4.14.C; TREITA

26.10(D); TRLPA 2.06(c), (d).)

Sec.A10.304.AARIGHT OF DISSENT AND APPRAISAL EXCLUDED. An

owner or member of a domestic entity subject to dissenters ’ rights

being reorganized under a federal statute does not have a right to

dissent and appraisal under this code except as provided by the plan

of reorganization. (TBCA 4.14.D; TREITA 26.10(E).)

Sec.A10.305.AAAFTER FINAL DECREE. This subchapter does not

apply after the entry of a final decree in a reorganization case

under a federal statute even though the court that renders the

decree may retain jurisdiction of the case for limited purposes

unrelated to consummation of the plan of reorganization. (TBCA

4.14.E; TREITA 26.10(F); TRLPA 2.06(e).)

Sec.A10.306.AACHAPTER CUMULATIVE OF OTHER CHANGES. This

chapter does not preclude other changes in a domestic entity or its

ownership or membership interests or securities by a plan of

reorganization ordered by a court under a federal statute. (TBCA

4.14.F; TREITA 26.10(G); TRLPA 2.06(f).)

[Sections 10.307-10.350 reserved for expansion]

SUBCHAPTER H. RIGHTS OF DISSENTING OWNERS

Sec.A10.351.AAAPPLICABILITY OF SUBCHAPTER. (a) This

subchapter does not apply to a fundamental business transaction of

a domestic entity if, immediately before the effective date of the

fundamental business transaction, all of the ownership interests of
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the entity otherwise entitled to rights to dissent and appraisal

under this code are held by one owner or only by the owners who

approved the fundamental business transaction.

(b)AAThis subchapter applies only to a "domestic entity

subject to dissenters’ rights," as defined in Section 1.002. That

term includes a domestic for-profit corporation, professional

corporation, professional association, and real estate investment

trust. Except as provided in Subsection (c), that term does not

include a partnership or limited liability company.

(c)AAThe governing documents of a partnership or a limited

liability company may provide that its owners are entitled to the

rights of dissent and appraisal provided by this subchapter. (New.)

Sec.A10.352.AADEFINITIONS. In this subchapter:

(1)AA"Dissenting owner" means an owner of an ownership

interest in a domestic entity subject to dissenters ’ rights who:

(A)AAprovides notice under Section 10.356; and

(B)AAcomplies with the requirements for

perfecting that owner’s right to dissent under this subchapter.

(2)AA"Responsible organization" means:

(A)AAthe organization responsible for:

(i)AAthe provision of notices under this

subchapter; and

(ii)AAthe primary obligation of paying the

fair value for an ownership interest held by a dissenting owner;

(B)AAwith respect to a merger or conversion:

(i)AAfor matters occurring before the merger

or conversion, the organization that is merging or converting; and
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(ii)AAfor matters occurring after the merger

or conversion, the surviving or new organization that is primarily

obligated for the payment of the fair value of the dissenting

owner’s ownership interest in the merger or conversion;

(C)AAwith respect to an interest exchange, the

organization the ownership interests of which are being acquired in

the interest exchange; and

(D)AAwith respect to the sale of all or

substantially all of the assets of an organization, the

organization the assets of which are to be transferred by sale or in

another manner. (New.)

Sec.A10.353.AAFORM AND VALIDITY OF NOTICE. (a) Notice

required under this subchapter:

(1)AAmust be in writing; and

(2)AAmay be mailed, hand-delivered, or delivered by

courier or electronic transmission.

(b)AAFailure to provide notice as required by this subchapter

does not invalidate any action taken. (New.)

Sec.A10.354.AARIGHTS OF DISSENT AND APPRAISAL. (a) Subject

to Subsection (b), an owner of an ownership interest in a domestic

entity subject to dissenters ’ rights is entitled to:

(1)AAdissent from:

(A)AAa plan of merger to which the domestic entity

is a party if owner approval is required by this code and the owner

owns in the domestic entity an ownership interest that was entitled

to vote on the plan of merger;

(B)AAa sale of all or substantially all of the
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assets of the domestic entity if owner approval is required by this

code and the owner owns in the domestic entity an ownership interest

that was entitled to vote on the sale;

(C)AAa plan of exchange in which the ownership

interest of the owner is to be acquired;

(D)AAa plan of conversion in which the domestic

entity is the converting entity if owner approval is required by

this code and the owner owns in the domestic entity an ownership

interest that was entitled to vote on the plan of conversion; or

(E)AAa merger effected under Section 10.006 in

which:

(i)AAthe owner is entitled to vote on the

merger; or

(ii)AAthe ownership interest of the owner is

converted or exchanged; and

(2)AAsubject to compliance with the procedures set

forth in this subchapter, obtain the fair value of that ownership

interest through an appraisal.

(b)AANotwithstanding Subsection (a), subject to Subsection

(c), an owner may not dissent from a plan of merger or conversion in

which there is a single surviving or new domestic entity or non-code

organization, or from a plan of exchange, if:

(1)AAthe ownership interest held by the owner is part of

a class or series of ownership interests that are, on the record

date set for purposes of determining which owners are entitled to

vote on the plan of merger, conversion, or exchange, as

appropriate:
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(A)AAlisted on a national securities exchange or a

similar system;

(B)AAlisted on the Nasdaq Stock Market or a

successor quotation system;

(C)AAdesignated as a national market security on

an interdealer quotation system by the National Association of

Securities Dealers, Inc., or a successor system; or

(D)AAheld of record by at least 2,000 owners;

(2)AAthe owner is not required by the terms of the plan

of merger, conversion, or exchange, as appropriate, to accept for

the owner’s ownership interest any consideration that is different

from the consideration to be provided to any other holder of an

ownership interest of the same class or series as the ownership

interest held by the owner, other than cash instead of fractional

shares or interests the owner would otherwise be entitled to

receive; and

(3)AAthe owner is not required by the terms of the plan

of merger, conversion, or exchange, as appropriate, to accept for

the owner’s ownership interest any consideration other than:

(A)AAownership interests of a domestic entity or

non-code organization of the same general organizational type that,

immediately after the effective date of the merger, conversion, or

exchange, as appropriate, will be part of a class or series of

ownership interests that are:

(i)AAlisted on a national securities

exchange or authorized for listing on the exchange on official

notice of issuance;
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(ii)AAapproved for quotation as a national

market security on an interdealer quotation system by the National

Association of Securities Dealers, Inc., or a successor entity; or

(iii) held of record by at least 2,000

owners;

(B)AAcash instead of fractional ownership

interests the owner would otherwise be entitled to receive; or

(C)AAany combination of the ownership interests

and cash described by Paragraphs (A) and (B).

(c)AASubsection (b) shall not apply to a domestic entity that

is a subsidiary with respect to a merger under Section 10.006. (TBCA

5.11, 5.16.E (part), 5.20.A (part); TREITA 25.10.)

Sec.A10.355.AANOTICE OF RIGHT OF DISSENT AND APPRAISAL. (a)

A domestic entity subject to dissenters ’ rights that takes or

proposes to take an action regarding which an owner has a right to

dissent and obtain an appraisal under Section 10.354 shall notify

each affected owner of the owner ’s rights under that section if:

(1)AAthe action or proposed action is submitted to a

vote of the owners at a meeting; or

(2)AAapproval of the action or proposed action is

obtained by written consent of the owners instead of being

submitted to a vote of the owners.

(b)AAIf a parent organization effects a merger under Section

10.006 and a subsidiary organization that is a party to the merger

is a domestic entity subject to dissenters ’ rights, the responsible

organization shall notify the owners of that subsidiary

organization who have a right to dissent to the merger under Section
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10.354 of their rights under this subchapter not later than the 10th

day after the effective date of the merger. The notice must also

include a copy of the certificate of merger and a statement that the

merger has become effective.

(c)AAA notice required to be provided under Subsection (a) or

(b) must:

(1)AAbe accompanied by a copy of this subchapter; and

(2)AAadvise the owner of the location of the

responsible organization’s principal executive offices to which a

notice required under Section 10.356(b)(2) may be provided.

(d)AAIn addition to the requirements prescribed by

Subsection (c), a notice required to be provided under Subsection

(a)(1) must accompany the notice of the meeting to consider the

action, and a notice required under Subsection (a)(2) must be

provided to:

(1)AAeach owner who consents in writing to the action

before the owner delivers the written consent; and

(2)AAeach owner who is entitled to vote on the action

and does not consent in writing to the action before the 11th day

after the date the action takes effect.

(e)AANot later than the 10th day after the date an action

described by Subsection (a)(1) takes effect, the responsible

organization shall give notice that the action has been effected to

each owner who voted against the action and sent notice under

Section 10.356(b)(2). (TBCA 5.03.D, 5.12.A (part), 5.16.E (part);

TREITA 23.30(D), 25.20(A) (part).)

Sec.A10.356.AAPROCEDURE FOR DISSENT BY OWNERS AS TO ACTIONS;
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PERFECTION OF RIGHT OF DISSENT AND APPRAISAL. (a) An owner of an

ownership interest of a domestic entity subject to dissenters ’

rights who has the right to dissent and appraisal from any of the

actions referred to in Section 10.354 may exercise that right to

dissent and appraisal only by complying with the procedures

specified in this subchapter. An owner ’s right of dissent and

appraisal under Section 10.354 may be exercised by an owner only

with respect to an ownership interest that is not voted in favor of

the action.

(b)AATo perfect the owner ’s rights of dissent and appraisal

under Section 10.354, an owner:

(1)AAwith respect to the ownership interest for which

the rights of dissent and appraisal are sought:

(A)AAmust vote against the action if the owner is

entitled to vote on the action and the action is approved at a

meeting of the owners; and

(B)AAmay not consent to the action if the action is

approved by written consent; and

(2)AAmust give to the responsible organization a notice

dissenting to the action that:

(A)AAis addressed to the president and secretary

of the responsible organization;

(B)AAdemands payment of the fair value of the

ownership interests for which the rights of dissent and appraisal

are sought;

(C)AAprovides to the responsible organization an

address to which a notice relating to the dissent and appraisal
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procedures under this subchapter may be sent;

(D)AAstates the number and class of the ownership

interests of the domestic entity owned by the owner and the fair

value of the ownership interests as estimated by the owner; and

(E)AAis delivered to the responsible organization

at its principal executive offices at the following time:

(i)AAbefore the action is considered for

approval, if the action is to be submitted to a vote of the owners at

a meeting;

(ii)AAnot later than the 20th day after the

date the responsible organization sends to the owner a notice that

the action was approved by the requisite vote of the owners, if the

action is to be undertaken on the written consent of the owners; or

(iii) not later than the 20th day after the

date the responsible organization sends to the owner a notice that

the merger was effected, if the action is a merger effected under

Section 10.006.

(c)AAAn owner who does not make a demand within the period

required by Subsection (b)(2)(E) is bound by the action and is not

entitled to exercise the rights of dissent and appraisal under

Section 10.354.

(d)AANot later than the 20th day after the date an owner makes

a demand under this section, the owner must submit to the

responsible organization any certificates representing the

ownership interest to which the demand relates for purposes of

making a notation on the certificates that a demand for the payment

of the fair value of an ownership interest has been made under this
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section. An owner’s failure to submit the certificates within the

required period has the effect of terminating, at the option of the

responsible organization, the owner’s rights to dissent and

appraisal under Section 10.354 unless a court, for good cause

shown, directs otherwise.

(e)AAIf a domestic entity and responsible organization

satisfy the requirements of this subchapter relating to the rights

of owners of ownership interests in the entity to dissent to an

action and seek appraisal of those ownership interests, an owner of

an ownership interest who fails to perfect that owner ’s right of

dissent in accordance with this subchapter may not bring suit to

recover the value of the ownership interest or money damages

relating to the action. (TBCA 5.12.A (part), G (part), 5.13.B

(part), 5.16.E (part); TREITA 25.20(A) (part), (G) (part), 25.30(B)

(part).)

Sec.A10.357.AAWITHDRAWAL OF DEMAND FOR FAIR VALUE OF

OWNERSHIP INTEREST. (a) An owner may withdraw a demand for the

payment of the fair value of an ownership interest made under

Section 10.356 before:

(1)AApayment for the ownership interest has been made

under Sections 10.358 and 10.361; or

(2)AAa petition has been filed under Section 10.361.

(b)AAUnless the responsible organization consents to the

withdrawal of the demand, an owner may not withdraw a demand for

payment under Subsection (a) after either of the events specified

in Subsections (a)(1) and (2). (TBCA 5.13.C (part); TREITA 25.30(C)

(part).)
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Sec.A10.358.AARESPONSE BY ORGANIZATION TO NOTICE OF DISSENT

AND DEMAND FOR FAIR VALUE BY DISSENTING OWNER. (a) Not later than

the 20th day after the date a responsible organization receives a

demand for payment made by a dissenting owner in accordance with

Section 10.356, the responsible organization shall respond to the

dissenting owner in writing by:

(1)AAaccepting the amount claimed in the demand as the

fair value of the ownership interests specified in the notice; or

(2)AArejecting the demand and including in the response

the requirements prescribed by Subsection (c).

(b)AAIf the responsible organization accepts the amount

claimed in the demand, the responsible organization shall pay the

amount not later than the 90th day after the date the action that is

the subject of the demand was effected if the owner delivers to the

responsible organization:

(1)AAendorsed certificates representing the ownership

interests if the ownership interests are certificated; or

(2)AAsigned assignments of the ownership interests if

the ownership interests are uncertificated.

(c)AAIf the responsible organization rejects the amount

claimed in the demand, the responsible organization shall provide

to the owner:

(1)AAan estimate by the responsible organization of the

fair value of the ownership interests; and

(2)AAan offer to pay the amount of the estimate provided

under Subdivision (1).

(d)AAAn offer made under Subsection (c)(2) must remain open
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for a period of at least 60 days from the date the offer is first

delivered to the dissenting owner.

(e)AAIf a dissenting owner accepts an offer made by a

responsible organization under Subsection (c)(2) or if a dissenting

owner and a responsible organization reach an agreement on the fair

value of the ownership interests, the responsible organization

shall pay the agreed amount not later than the 60th day after the

date the offer is accepted or the agreement is reached, as

appropriate, if the dissenting owner delivers to the responsible

organization:

(1)AAendorsed certificates representing the ownership

interests if the ownership interests are certificated; or

(2)AAsigned assignments of the ownership interests if

the ownership interests are uncertificated. (TBCA 5.12.A (part),

5.16.E (part); TREITA 25.20(A) (part).)

Sec.A10.359.AARECORD OF DEMAND FOR FAIR VALUE OF OWNERSHIP

INTEREST. (a) A responsible organization shall note in the

organization’s ownership interest records maintained under Section

3.151 the receipt of a demand for payment from any dissenting owner

made under Section 10.356.

(b)AAIf an ownership interest that is the subject of a demand

for payment made under Section 10.356 is transferred, a new

certificate representing that ownership interest must contain:

(1)AAa reference to the demand; and

(2)AAthe name of the original dissenting owner of the

ownership interest. (TBCA 5.13.B (part); TREITA 25.30(B) (part).)

Sec.A10.360.AARIGHTS OF TRANSFEREE OF CERTAIN OWNERSHIP
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INTEREST. A transferee of an ownership interest that is the subject

of a demand for payment made under Section 10.356 does not acquire

additional rights with respect to the responsible organization

following the transfer. The transferee has only the rights the

original dissenting owner had with respect to the responsible

organization after making the demand. (TBCA 5.13.B (part); TREITA

25.30(B) (part).)

Sec.A10.361.AAPROCEEDING TO DETERMINE FAIR VALUE OF

OWNERSHIP INTEREST AND OWNERS ENTITLED TO PAYMENT; APPOINTMENT OF

APPRAISERS. (a) If a responsible organization rejects the amount

demanded by a dissenting owner under Section 10.358 and the

dissenting owner and responsible organization are unable to reach

an agreement relating to the fair value of the ownership interests

within the period prescribed by Section 10.358(d), the dissenting

owner or responsible organization may file a petition requesting a

finding and determination of the fair value of the owner ’s

ownership interests in a court in:

(1)AAthe county in which the organization ’s principal

office is located in this state; or

(2)AAthe county in which the organization ’s registered

office is located in this state, if the organization does not have a

business office in this state.

(b)AAA petition described by Subsection (a) must be filed not

later than the 60th day after the expiration of the period required

by Section 10.358(d).

(c)AAOn the filing of a petition by an owner under Subsection

(a), service of a copy of the petition shall be made to the
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responsible organization. Not later than the 10th day after the

date a responsible organization receives service under this

subsection, the responsible organization shall file with the clerk

of the court in which the petition was filed a list containing the

names and addresses of each owner of the organization who has

demanded payment for ownership interests under Section 10.356 and

with whom agreement as to the value of the ownership interests has

not been reached with the responsible organization. If the

responsible organization files a petition under Subsection (a), the

petition must be accompanied by this list.

(d)AAThe clerk of the court in which a petition is filed under

this section shall provide by registered mail notice of the time and

place set for the hearing to:

(1)AAthe responsible organization; and

(2)AAeach owner named on the list described by

Subsection (c) at the address shown for the owner on the list.

(e)AAThe court shall:

(1)AAdetermine which owners have:

(A)AAperfected their rights by complying with this

subchapter; and

(B)AAbecome subsequently entitled to receive

payment for the fair value of their ownership interests; and

(2)AAappoint one or more qualified appraisers to

determine the fair value of the ownership interests of the owners

described by Subdivision (1).

(f)AAThe court shall approve the form of a notice required to

be provided under this section. The judgment of the court is final
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and binding on the responsible organization, any other organization

obligated to make payment under this subchapter for an ownership

interest, and each owner who is notified as required by this

section. (TBCA 5.12.B, C (part), 5.16.E (part); TREITA 25.20(B),

(C) (part).)

Sec.A10.362.AACOMPUTATION AND DETERMINATION OF FAIR VALUE OF

OWNERSHIP INTEREST. (a) For purposes of this subchapter, the fair

value of an ownership interest of a domestic entity subject to

dissenters ’ rights is the value of the ownership interest on the

date preceding the date of the action that is the subject of the

appraisal. Any appreciation or depreciation in the value of the

ownership interest occurring in anticipation of the proposed action

or as a result of the action must be specifically excluded from the

computation of the fair value of the ownership interest.

(b)AAIn computing the fair value of an ownership interest

under this subchapter, consideration must be given to the value of

the organization as a going concern without including in the

computation of value any:

(1)AApayment for a control premium or minority discount

other than a discount attributable to the type of ownership

interests held by the dissenting owner; and

(2)AAlimitation placed on the rights and preferences of

those ownership interests.

(c)AAThe determination of the fair value of an ownership

interest made for purposes of this subchapter may not be used for

purposes of making a determination of the fair value of that

ownership interest for another purpose or of the fair value of
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another ownership interest, including for purposes of determining

any minority or liquidity discount that might apply to a sale of an

ownership interest. (TBCA 5.12.A(1) (part).)

Sec.A10.363.AAPOWERS AND DUTIES OF APPRAISER; APPRAISAL

PROCEDURES. (a) An appraiser appointed under Section 10.361 has

the power and authority that:

(1)AAis granted by the court in the order appointing the

appraiser; and

(2)AAmay be conferred by a court to a master in chancery

as provided by Rule 171, Texas Rules of Civil Procedure.

(b)AAThe appraiser shall:

(1)AAdetermine the fair value of an ownership interest

of an owner adjudged by the court to be entitled to payment for the

ownership interest; and

(2)AAfile with the court a report of that

determination.

(c)AAThe appraiser is entitled to examine the books and

records of a responsible organization and may conduct

investigations as the appraiser considers appropriate. A

dissenting owner or responsible organization may submit to an

appraiser evidence or other information relevant to the

determination of the fair value of the ownership interest required

by Subsection (b)(1).

(d)AAThe clerk of the court appointing the appraiser shall

provide notice of the filing of the report under Subsection (b) to

each dissenting owner named in the list filed under Section 10.361

and the responsible organization. (TBCA 5.12.C (part), D (part);
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TREITA 25.20(C) (part), (D) (part).)

Sec.A10.364.AAOBJECTION TO APPRAISAL; HEARING. (a) A

dissenting owner or responsible organization may object, based on

the law or the facts, to all or part of an appraisal report

containing the fair value of an ownership interest determined under

Section 10.363(b).

(b)AAIf an objection to a report is raised under Subsection

(a), the court shall hold a hearing to determine the fair value of

the ownership interest that is the subject of the report. After the

hearing, the court shall require the responsible organization to

pay to the holders of the ownership interest the amount of the

determined value with interest, accruing from the 91st day after

the date the applicable action for which the owner elected to

dissent was effected until the date of the judgment.

(c)AAInterest under Subsection (b) accrues at the same rate

as is provided for the accrual of prejudgment interest in civil

cases.

(d)AAThe responsible organization shall:

(1)AAimmediately pay the amount of the judgment to a

holder of an uncertificated ownership interest; and

(2)AApay the amount of the judgment to a holder of a

certificated ownership interest immediately after the certificate

holder surrenders to the responsible organization an endorsed

certificate representing the ownership interest.

(e)AAOn payment of the judgment, the dissenting owner does

not have an interest in the:

(1)AAownership interest for which the payment is made;
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or

(2)AAresponsible organization with respect to that

ownership interest. (TBCA 5.12.D (part); TREITA 25.20(D) (part).)

Sec.A10.365.AACOURT COSTS; COMPENSATION FOR APPRAISER. (a)

An appraiser appointed under Section 10.361 is entitled to a

reasonable fee payable from court costs.

(b)AAAll court costs shall be allocated between the

responsible organization and the dissenting owners in the manner

that the court determines to be fair and equitable. (TBCA 5.12.D

(part); TREITA 25.20(D) (part).)

Sec.A10.366.AASTATUS OF OWNERSHIP INTEREST HELD OR FORMERLY

HELD BY DISSENTING OWNER. (a) An ownership interest of an

organization acquired by a responsible organization under this

subchapter:

(1)AAin the case of a merger, conversion, or interest

exchange, shall be held or disposed of as provided in the plan of

merger, conversion, or interest exchange; and

(2)AAin any other case, may be held or disposed of by

the responsible organization in the same manner as other ownership

interests acquired by the organization or held in its treasury.

(b)AAAn owner who has demanded payment for the owner ’s

ownership interest under Section 10.356 is not entitled to vote or

exercise any other rights of another owner with respect to the

ownership interest except the right to:

(1)AAreceive payment for the ownership interest under

this subchapter; and

(2)AAbring an appropriate action to obtain relief on

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

296



the ground that the action to which the demand relates would be or

was fraudulent.

(c)AAAn ownership interest for which payment has been

demanded under Section 10.356 may not be considered outstanding for

purposes of any subsequent vote or action. (TBCA 5.12.E, 5.13.A;

TREITA 25.20(E), 25.30(A).)

Sec.A10.367.AARIGHTS OF OWNERS FOLLOWING TERMINATION OF

RIGHT OF DISSENT. (a) The rights of a dissenting owner terminate

if:

(1)AAthe owner withdraws the demand under Section

10.356;

(2)AAthe owner’s right of dissent is terminated under

Section 10.356;

(3)AAa petition is not filed within the period required

by Section 10.361; or

(4)AAafter a hearing held under Section 10.361, the

court adjudges that the owner is not entitled to elect to dissent

from an action under this subchapter.

(b)AAOn termination of the right of dissent under this

section:

(1)AAthe dissenting owner and all persons claiming a

right under the owner are conclusively presumed to have approved

and ratified the action to which the owner dissented and are bound

by that action;

(2)AAthe owner’s right to be paid the fair value of the

owner’s ownership interests ceases and the owner ’s status as an

owner of those ownership interests is restored without prejudice in
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any interim proceeding if the owner ’s ownership interests were not

canceled, converted, or exchanged as a result of the action or a

subsequent fundamental business transaction; and

(3)AAthe dissenting owner is entitled to receive

dividends or other distributions made in the interim to owners of

the same class and series of ownership interests held by the owner

as if a demand for the payment of the ownership interests had not

been made under Section 10.356, subject to any change in or

adjustment to ownership interests because of the cancellation or

exchange of the ownership interests after the date a demand under

Section 10.356 was made pursuant to a fundamental business

transaction. (TBCA 5.13.C (part); TREITA 25.30(C) (part).)

Sec.A10.368.AAEXCLUSIVITY OF REMEDY OF DISSENT AND

APPRAISAL. In the absence of fraud in the transaction, any right of

an owner of an ownership interest to dissent from an action and

obtain the fair value of the ownership interest under this

subchapter is the exclusive remedy for recovery of:

(1)AAthe value of the ownership interest or money

damages to the owner with respect to the ownership interest; and

(2)AAthe owner’s right in the organization with respect

to a fundamental business transaction. (TBCA 5.12.G (part), 5.16.E

(part); TREITA 25.20(G) (part).)

[Sections 10.369-10.900 reserved for expansion]

SUBCHAPTER Z. MISCELLANEOUS PROVISIONS

Sec.A10.901.AACREDITORS; ANTITRUST. This code does not

affect, nullify, or repeal the antitrust laws or abridge any right

or rights of any creditor under existing laws. (TBCA 5.15.)
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Sec.A10.902.AANONEXCLUSIVITY. This chapter does not limit

the power of a domestic entity or non-code organization to acquire

all or part of the ownership or membership interests of one or more

classes or series of a domestic entity through a voluntary exchange

or otherwise. (TBCA 5.01.E, 5.02.E; TREITA 23.10(E), 23.20(E).)

CHAPTER 11. WINDING UP AND TERMINATION OF DOMESTIC ENTITY

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A11.001.AADEFINITIONS. In this chapter:

(1)AA"Claim" means a right to payment, damages, or

property, whether liquidated or unliquidated, accrued or

contingent, matured or unmatured.

(2)AA"Event requiring a winding up" means an event

specified by Section 11.051.

(3)AA"Existing claim" with respect to an entity means:

(A)AAa claim against the entity that existed

before the entity’s termination and is not barred by limitations;

or

(B)AAa contractual obligation incurred after

termination.

(4)AA"Terminated entity" means a domestic entity the

existence of which has been:

(A)AAterminated in a manner authorized or required

by this code, unless the entity has been reinstated in the manner

provided by this code; or

(B)AAforfeited pursuant to the Tax Code, unless

the forfeiture has been set aside.

(5)AA"Terminated filing entity" means a terminated
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entity that is a filing entity.

(6)AA"Voluntary decision to wind up" means the

determination to wind up a domestic entity made by the domestic

entity or the owners, members, or governing authority of the

domestic entity in the manner specified by the title of this code

governing the domestic entity.

(7)AA"Voluntary winding up" means winding up as a

result of a voluntary decision to wind up.

(8)AA"Winding up" means the process of winding up the

business and affairs of a domestic entity as a result of the

occurrence of an event requiring winding up. (TBCA 7.12.F; TNPCA

7.12.H; TLLCA 8.12.A.)

[Sections 11.002-11.050 reserved for expansion]

SUBCHAPTER B. WINDING UP OF DOMESTIC ENTITY

Sec.A11.051.AAEVENT REQUIRING WINDING UP OF DOMESTIC ENTITY.

Winding up of a domestic entity is required on:

(1)AAthe expiration of the domestic entity ’s period of

duration, if not perpetual;

(2)AAa voluntary decision to wind up the domestic

entity;

(3)AAan event specified in the governing documents of

the domestic entity requiring the winding up, dissolution, or

termination of the domestic entity;

(4)AAan event specified in this code requiring the

winding up or termination of the domestic entity; or

(5)AAa decree by a court requiring the winding up or

dissolution of the domestic entity, rendered under this code or
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other law. (TBCA 6.01 (part), 6.02.A, 6.03.A (part), 7.01.A

(part), B (part), F (part), 7.09 (part), 7.12.E (part); TLLCA

6.01.A (part); TNPCA 6.01.A (part), 7.01.A (part), B (part), F

(part), 7.09 (part), 7.12.G (part); TPAA 8(B) (part); TREITA

3.10(A) (part), 19.10 (part); TRLPA 8.01, 8.02 (part); TRPA

8.01(a), (b), (c), (d), (e).)

Sec.A11.052.AAWINDING UP PROCEDURES. (a) Except as provided

by the title of this code governing the domestic entity, on the

occurrence of an event requiring winding up of a domestic entity,

unless the event requiring winding up is revoked under Section

11.151 or canceled under Section 11.152, the owners, members,

managerial officials, or other persons specified in the title of

this code governing the domestic entity shall, as soon as

reasonably practicable, wind up the business and affairs of the

domestic entity. The domestic entity shall:

(1)AAcease to carry on its business, except to the

extent necessary to wind up its business;

(2)AAif the domestic entity is not a partnership, send a

written notice of the winding up to each known claimant against the

domestic entity;

(3)AAcollect and sell its property to the extent the

property is not to be distributed in kind to the domestic entity ’s

owners or members; and

(4)AAperform any other act required to wind up its

business and affairs.

(b)AADuring the winding up process, the domestic entity may

prosecute or defend a civil, criminal, or administrative action.
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(TBCA 6.04 (part); TLLCA 6.03 (part), 6.05 (part); TREITA 19.10

(part); TRLPA 8.04(a) (part), (b) (part); TRPA 8.03(a), (b)

(part).)

Sec.A11.053.AAPROPERTY APPLIED TO DISCHARGE LIABILITIES AND

OBLIGATIONS. (a) Except as provided by Subsection (b) and the title

of this code governing the domestic entity, a domestic entity in the

process of winding up shall apply and distribute its property to

discharge, or make adequate provision for the discharge of, all of

the domestic entity’s liabilities and obligations.

(b)AAExcept as provided by the title of this code governing

the domestic entity, if the property of a domestic entity is not

sufficient to discharge all of the domestic entity ’s liabilities

and obligations, the domestic entity shall:

(1)AAapply its property, to the extent possible, to the

just and equitable discharge of its liabilities and obligations,

including liabilities and obligations owed to owners or members,

other than for distributions; or

(2)AAmake adequate provision for the application of the

property described by Subdivision (1).

(c)AAExcept as provided by the title of this code governing

the domestic entity, after a domestic entity has discharged, or

made adequate provision for the discharge of, all of its

liabilities and obligations, the domestic entity shall distribute

the remainder of its property, in cash or in kind, to the domestic

entity’s owners according to their respective rights and interests.

(d)AAA domestic entity may continue its business wholly or

partly, including delaying the disposition of property of the
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domestic entity, for the limited period necessary to avoid

unreasonable loss of the entity’s property or business. (TBCA 6.04

(part); TLLCA 6.04 (part), 6.05 (part); TNPCA 6.02.A(1); TREITA

19.10 (part); TRLPA 8.04(b) (part), 8.05; TRPA 8.03(b) (part), (c),

8.06(a).)

Sec.A11.054.AACOURT SUPERVISION OF WINDING UP PROCESS.

Subject to the other provisions of this code, on application of a

domestic entity or an owner or member of a domestic entity, a court

may:

(1)AAsupervise the winding up of the domestic entity;

(2)AAappoint a person to carry out the winding up of the

domestic entity; and

(3)AAmake any other order, direction, or inquiry that

the circumstances may require. (TBCA 6.04 (part); TLLCA 6.05

(part); TNPCA 6.02.A(3) (part); TRLPA 8.04(a) (part); TRPA 8.01(e),

8.03(a) (part).)

Sec.A11.055.AACOURT ACTION OR PROCEEDING DURING WINDING UP.

During the winding up process, a domestic entity may continue

prosecuting or defending a court action or proceeding by or against

the domestic entity. (TBCA 7.12.A (part); TLLCA 6.08.B (part);

TNPCA 7.12.A (part); TRLPA 8.04(b) (part).)

Sec.A11.056.AASUPPLEMENTAL EVENT REQUIRING WINDING UP OF

LIMITED LIABILITY COMPANY. In addition to an event listed under

Section 11.051, the termination of the continued membership of the

last remaining member of a limited liability company is an event

requiring a winding up unless, not later than the 90th day after the

date of the termination, the legal representative or successor of
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the last remaining member agrees:

(1)AAto continue the company; and

(2)AAto become a member of the company effective as of

the date of the termination or to designate another person who

agrees to become a member of the company effective as of the date of

the termination. (Del. Limited Liability Company Act 18-801(a)

(part); TLLCA 6.01.A (part).)

Sec.A11.057.AASUPPLEMENTAL EVENTS REQUIRING WINDING UP OF

GENERAL PARTNERSHIP. (a) An event requiring winding up of a general

partnership includes, in addition to any event specified in Section

11.051, the following:

(1)AAin a general partnership that is not for a definite

term or for a particular undertaking or in which the partnership

agreement does not provide for winding up the partnership business

on a specified event, the express will of a majority-in-interest of

the partners who have not assigned their interests;

(2)AAin a general partnership for a definite term or for

a particular undertaking, on:

(A)AAthe express will of all of the partners; or

(B)AAthe expiration of the term or the completion

of the undertaking, unless otherwise continued under Section

152.709;

(3)AAin a general partnership in which the partnership

agreement provides for the winding up of the partnership business

on a specified event, upon:

(A)AAthe express will of all of the partners; or

(B)AAthe occurrence of the specified event, unless
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otherwise continued under Section 152.709;

(4)AAan event that makes it illegal for all or

substantially all of the partnership business to be continued, but

a cure of illegality before the 91st day after the date of notice to

the general partnership of the event is effective retroactively to

the date of the event for purposes of this subsection;

(5)AAthe sale of all or substantially all of the

property of the general partnership outside the ordinary course of

business; and

(6)AAif a general partnership is not for a definite term

or a particular undertaking and its partnership agreement does not

provide for a specified event requiring a winding up of the

partnership business, a request for winding up the partnership

business from a partner, other than a partner who has agreed not to

withdraw.

(b)AAAn event described by Subsection (a)(6) requires the

winding up of a general partnership 60 days after the date on which

the general partnership receives notice of the request or at a later

date as specified by the notice, unless a majority-in-interest of

the partners agree to continue the general partnership. (TRPA

8.01(a), (b), (c), (d), (f), (g) (part).)

Sec.A11.058.AASUPPLEMENTAL EVENTS REQUIRING WINDING UP OF

LIMITED PARTNERSHIP. An event requiring the winding up of a limited

partnership includes, in addition to any event specified in Section

11.051, the following:

(1)AAwritten consent of all partners to the winding up

and termination of the limited partnership; and
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(2)AAan event of withdrawal of a general partner.

(TRLPA 8.01 (part).)

Sec.A11.059.AASUPPLEMENTAL PROVISIONS FOR CORPORATIONS. For

purposes of Section 11.051(3), the event requiring the winding up,

dissolution, or termination of a domestic corporation must be

specific in:

(1)AAthe certificate of formation of the corporation;

or

(2)AAbylaws of the corporation adopted by the owners or

members of the corporation in the same manner as an amendment to the

certificate of formation of the corporation. (New.)

[Sections 11.060-11.100 reserved for expansion]

SUBCHAPTER C. TERMINATION OF DOMESTIC ENTITY

Sec.A11.101.AACERTIFICATE OF TERMINATION FOR FILING ENTITY.

(a) On completion of the winding up process under Subchapter B, a

filing entity must file a certificate of termination in accordance

with Chapter 4.

(b)AAA certificate from the comptroller that all taxes

administered by the comptroller under Title 2, Tax Code, have been

paid must be filed with the certificate of termination in

accordance with Chapter 4 if the filing entity is a professional

corporation, for-profit corporation, or limited liability company.

(c)AAThe certificate of termination must contain:

(1)AAthe name of the filing entity;

(2)AAthe name and address of each of the filing entity ’s

governing persons;

(3)AAthe entity’s file number assigned by the secretary
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of state, unless the entity is a real estate investment trust;

(4)AAthe nature of the event requiring winding up;

(5)AAa statement that the filing entity has complied

with the provisions of this code governing its winding up; and

(6)AAany other information required by this code to be

included in the certificate of termination for the filing entity.

(TBCA 6.06 (part), 6.07 (part); TLLCA 6.07 (part), 6.08.A (part);

TNPCA 6.05 (part); TPAA 18 (part); TREITA 19.20(A), (B); TRLPA

2.03(a) (part), (b).)

Sec.A11.102.AAEFFECTIVENESS OF TERMINATION OF FILING ENTITY.

Except as otherwise provided by this chapter, the existence of a

filing entity terminates on the filing of a certificate of

termination with the filing officer. (TBCA 6.01.A(3) (part),

6.07.B (part); TLLCA 6.08.B (part); TNPCA 6.06.B; TREITA 19.20(C);

TRLPA 2.03(a) (part).)

Sec.A11.103.AAEFFECTIVENESS OF TERMINATION OF NONFILING

ENTITY. Except as otherwise provided by this chapter, the existence

of a nonfiling entity terminates on the completion of the winding up

of its business and affairs. Notice of the termination must be

provided by the nonfiling entity in the manner provided in the

governing documents of the nonfiling entity if notice of

termination is required under the governing documents. (TRPA

8.02.)

Sec.A11.104.AAACTION BY SECRETARY OF STATE. The secretary of

state shall remove from its active records a domestic filing entity

whose period of duration has expired when the secretary of state

determines that:

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

307



(1)AAthe entity has failed to file a certificate of

termination in accordance with Section 11.101; and

(2)AAthe entity has failed to file an amendment to

extend its existence in accordance with Section 11.152. (New.)

Sec.A11.105.AASUPPLEMENTAL INFORMATION REQUIRED BY

CERTIFICATE OF TERMINATION OF NONPROFIT CORPORATION. (a) In

addition to the information required by Section 11.101, the

certificate of termination filed by a nonprofit corporation that

has completed its winding up process must contain a statement that:

(1)AAany property of the nonprofit corporation has been

transferred, conveyed, applied, or distributed in accordance with

this chapter and Chapter 22; and

(2)AAthere is no suit pending against the nonprofit

corporation or adequate provision has been made for the

satisfaction of any judgment, order, or decree that may be entered

against the nonprofit corporation in a pending suit.

(b)AAIn addition to the statements required by Subsection

(a), if the nonprofit corporation received and held property

permitted to be used only for charitable, religious, eleemosynary,

benevolent, educational, or similar purposes, but the nonprofit

corporation did not hold the property on a condition requiring

return, transfer, or conveyance because of the winding up and

termination, the certificate of termination must include a

statement that distribution of that property has been effected in

accordance with a plan of distribution adopted in compliance with

this code for the distribution of that property. (TNPCA 6.05

(part).)
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[Sections 11.106-11.150 reserved for expansion]

SUBCHAPTER D. REVOCATION AND CONTINUATION

Sec.A11.151.AAREVOCATION OF VOLUNTARY WINDING UP. (a)

Before the termination of the existence of a domestic entity takes

effect, the domestic entity may revoke a voluntary decision to wind

up the entity by approval of the revocation in the manner specified

in the title of this code governing the entity.

(b)AAA domestic entity may continue its business following

the revocation of a voluntary decision to wind up under Subsection

(a). (TBCA 6.05.A (part), D (part); TLLCA 6.06; TNPCA 6.04.A

(part), B; TRPA 8.01(g) (part); TRLPA 8.01 (part).)

Sec.A11.152.AACONTINUATION OF BUSINESS WITHOUT WINDING UP.

(a) Subject to Subsections (c) and (d), a domestic entity to which

an event requiring the winding up of the entity occurs as specified

by Section 11.051(3) or (4) may cancel the event requiring winding

up in the manner specified in the title of this code governing the

domestic entity not later than the first anniversary of the date of

the event requiring winding up or an earlier period prescribed by

the title of this code governing the domestic entity.

(b)AAA domestic entity to which an event requiring winding up

as specified in Section 11.051(1) occurs may cancel the event

requiring winding up by amending its governing documents in the

manner provided by this code, not later than the third anniversary

of the date of the event requiring winding up or an earlier date

prescribed by the title of this code governing the domestic entity,

to extend the period of its duration. The expiration of the period

of its duration does not by itself create a vested right on the part
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of an owner, member, or creditor of the entity to prevent the

extension of its existence. An act undertaken or a contract entered

into by a terminated entity during a period in which the entity

could have extended its existence under this section is not

invalidated by the expiration of the period of the entity ’s

duration, regardless of whether the entity has taken any action to

extend its existence.

(c)AAA domestic entity may not cancel an event requiring

winding up specified in Section 11.051(3) and continue its business

if the action is prohibited by the entity ’s governing documents or

the title of this code governing the entity.

(d)AAA domestic entity may cancel an event requiring winding

up specified in Section 11.051(4) and continue its business only if

the action:

(1)AAis not prohibited by the entity’s governing

documents; and

(2)AAis expressly authorized by the title of this code

governing the entity.

(e)AAOn cancellation of an event requiring winding up under

this section, the domestic entity may continue its business. (TBCA

7.12.E; TNPCA 7.12.G; TLLCA 6.01.B, 8.12.A; TRPA 4.07(a); TRLPA

8.01 (part).)

[Sections 11.153-11.200 reserved for expansion]

SUBCHAPTER E. REINSTATEMENT OF TERMINATED ENTITY

Sec.A11.201.AACONDITIONS FOR REINSTATEMENT. (a) A

terminated entity may be reinstated under this subchapter if:

(1)AAthe termination was by mistake or inadvertent;
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(2)AAthe termination occurred without the approval of

the entity’s governing persons when their approval is required by

the title of this code governing the terminated entity;

(3)AAthe process of winding up before termination had

not been completed by the entity; or

(4)AAthe legal existence of the entity is necessary to:

(A)AAconvey or assign property;

(B)AAsettle or release a claim or liability;

(C)AAtake an action; or

(D)AAsign an instrument or agreement.

(b)AAA terminated entity may not be reinstated under this

section if the termination occurred as a result of:

(1)AAan order of a court or the secretary of state;

(2)AAan event requiring winding up that is specified in

the title of this code governing the terminated entity, if that

title prohibits reinstatement; or

(3)AAforfeiture under the Tax Code. (TBCA 6.05.A

(part).)

Sec.A11.202.AAPROCEDURES FOR REINSTATEMENT. (a) To the

extent applicable, a terminated entity, to be reinstated, must

complete the requirements of this section not later than the third

anniversary of the date the termination of the terminated entity ’s

existence took effect.

(b)AAThe owners, members, governing persons, or other

persons must approve the reinstatement of the domestic entity in

the manner provided by the title of this code governing the domestic

entity.
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(c)AAAfter approval of the reinstatement of a filing entity

that was terminated, and not later than the third anniversary of the

date of the filing of the entity’s certificate of termination, the

filing entity shall file a certificate of reinstatement in

accordance with Chapter 4.

(d)AAA certificate of reinstatement filed under Subsection

(c) must contain:

(1)AAthe name of the filing entity;

(2)AAthe filing number the filing officer assigned to

the entity;

(3)AAthe effective date of the entity’s termination;

(4)AAa statement that the reinstatement of the filing

entity has been approved in the manner required by this code; and

(5)AAthe name of the entity’s registered agent and the

address of the entity’s registered office.

(e)AAA letter of eligibility from the comptroller stating

that the filing entity has satisfied all franchise tax liabilities

and may be reinstated must be filed with the certificate of

reinstatement if the filing entity is a professional corporation,

for-profit corporation, or limited liability company. (TBCA

6.05.B.)

Sec.A11.203.AAUSE OF NAME SIMILAR TO PREVIOUSLY REGISTERED

NAME. If the secretary of state determines that a filing entity ’s

name contained in a certificate of reinstatement filed under

Section 11.202 is the same as, deceptively similar to, or similar to

a name of a filing entity or foreign entity on file as provided by or

reserved or registered under this code, the secretary of state may
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not accept for filing the certificate of reinstatement unless the

filing entity contemporaneously amends its certificate of

formation to change its name or obtains consent for the use of the

similar name. (TBCA 6.05.C.)

Sec.A11.204.AAEFFECTIVENESS OF REINSTATEMENT OF NONFILING

ENTITY. The reinstatement of a terminated nonfiling entity takes

effect on the approval required by Section 11.202(b). (New.)

Sec.A11.205.AAEFFECTIVENESS OF REINSTATEMENT OF FILING

ENTITY. The reinstatement of a terminated filing entity that

previously filed a certificate of termination takes effect on the

filing of the entity’s certificate of reinstatement. (TBCA 6.05.D

(part).)

Sec.A11.206.AAEFFECT OF REINSTATEMENT. When the

reinstatement of a terminated entity takes effect:

(1)AAthe existence of the terminated entity is

considered to have continued without interruption from the date of

termination; and

(2)AAthe terminated entity may carry on its business as

if the termination of its existence had not occurred. (TBCA 6.05.D

(part).)

[Sections 11.207-11.250 reserved for expansion]

SUBCHAPTER F. INVOLUNTARY TERMINATION OF FILING ENTITY

BY SECRETARY OF STATE

Sec.A11.251.AATERMINATION OF FILING ENTITY BY SECRETARY OF

STATE. (a) If it appears to the secretary of state that, with

respect to a filing entity, a circumstance described by Subsection

(b) exists, the secretary of state may notify the entity of the
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circumstance by regular or certified mail addressed to the entity

at the entity’s registered office or principal place of business as

shown on the records of the secretary of state.

(b)AAThe secretary of state may terminate a filing entity ’s

existence if the secretary finds that the entity has failed to, and,

before the 91st day after the date notice was mailed has not

corrected the entity’s failure to:

(1)AAfile a report within the period required by law or

to pay a fee or penalty prescribed by law when due and payable;

(2)AAmaintain a registered agent or registered office

in this state as required by law; or

(3)AApay a fee required in connection with a filing, or

payment of the fee was dishonored when presented by the state for

payment.

(c)AAThis subchapter shall not apply to real estate

investment trusts. (TBCA 7.01.B, C(1); TLLCA 8.12.A; TNPCA 7.01.B,

C(1); TRLPA 13.06(a), (b), 13.08(a).)

Sec.A11.252.AACERTIFICATE OF TERMINATION. (a) If

termination of a filing entity’s existence is required, the

secretary of state shall:

(1)AAissue a certificate of termination; and

(2)AAdeliver a certificate of termination by regular or

certified mail to the filing entity at its registered office or

principal place of business.

(b)AAThe certificate of termination must state:

(1)AAthat the filing entity has been involuntarily

terminated; and
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(2)AAthe date and cause of the termination.

(c)AAExcept as otherwise provided by this chapter, the

existence of the filing entity is terminated on the issuance of the

certificate of termination by the secretary of state. (TBCA

7.01.C(2), D; TLLCA 8.12.A; TNPCA 7.01.C(2), D; TRLPA 13.06(b)

(part), 13.08(a) (part).)

Sec.A11.253.AAREINSTATEMENT BY SECRETARY OF STATE AFTER

INVOLUNTARY TERMINATION. (a) The secretary of state shall

reinstate a filing entity that has been involuntarily terminated

under this subchapter if the entity files a certificate of

reinstatement in accordance with Chapter 4 and:

(1)AAthe entity has corrected the circumstances that

led to the involuntary termination and any other circumstances that

may exist of the types described by Section 11.251(b), including

the payment of fees, interest, or penalties; or

(2)AAthe secretary of state finds that the

circumstances that led to the involuntary termination did not exist

at the time of termination.

(b)AAA certificate of reinstatement filed under Subsection

(a) must contain:

(1)AAthe name of the filing entity;

(2)AAthe filing number assigned by the filing officer

to the entity;

(3)AAthe effective date of the involuntary termination;

(4)AAa statement that the circumstances giving rise to

the involuntary termination have been corrected; and

(5)AAthe name of the entity’s registered agent and the
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address of the entity’s registered office.

(c)AAA certificate of reinstatement must be accompanied by

each amendment to the entity’s certificate of formation that is

required by intervening events, including circumstances requiring

an amendment to the filing entity ’s name as described in Section

11.203.

(d)AAIf a filing entity is reinstated before the third

anniversary of the date of its involuntary termination, the entity

is considered to have continued in existence without interruption

from the date of termination. The reinstatement shall have no

effect on any issue of personal liability of the governing persons,

officers, or agents of the filing entity during the period between

termination and reinstatement. (TBCA 7.01.E (part); TLLCA 8.12.A;

TNPCA 7.01.E (part); TRLPA 13.09(a), (b) (part).)

Sec.A11.254.AAREINSTATEMENT OF CERTIFICATE OF FORMATION

FOLLOWING TAX FORFEITURE. A filing entity whose certificate of

formation has been forfeited under the provisions of the Tax Code

must follow the procedures in the Tax Code to reinstate its

certificate of formation. (TBCA 7.12.F(1) (part); TLLCA 8.12.A.)

[Sections 11.255-11.300 reserved for expansion]

SUBCHAPTER G. JUDICIAL WINDING UP AND TERMINATION

Sec.A11.301.AAINVOLUNTARY WINDING UP AND TERMINATION OF

FILING ENTITY BY COURT ACTION. (a) A court may enter a decree

requiring winding up of a filing entity ’s business and termination

of the filing entity’s existence if, as the result of an action

brought under Section 11.303, the court finds that one or more of

the following problems exist:
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(1)AAthe filing entity or its organizers did not comply

with a condition precedent to its formation;

(2)AAthe certificate of formation of the filing entity

or any amendment to the certificate of formation was fraudulently

filed;

(3)AAa misrepresentation of a material matter has been

made in an application, report, affidavit, or other document

submitted by the filing entity under this code;

(4)AAthe filing entity has continued to transact

business beyond the scope of the purpose of the filing entity as

expressed in its certificate of formation; or

(5)AApublic interest requires winding up and

termination of the filing entity because:

(A)AAthe filing entity has been convicted of a

felony or a high managerial agent of the filing entity has been

convicted of a felony committed in the conduct of the filing

entity’s affairs;

(B)AAthe filing entity or high managerial agent

has engaged in a persistent course of felonious conduct; and

(C)AAtermination is necessary to prevent future

felonious conduct of the same character.

(b)AASections 11.302-11.307 do not apply to Subsection

(a)(5). (TBCA 7.01.A, F, G; TLLCA 8.12.A; TNPCA 7.01.A, F, G.)

Sec.A11.302.AANOTIFICATION OF CAUSE BY SECRETARY OF STATE.

(a) The secretary of state shall provide to the attorney general:

(1)AAthe name of a filing entity that has given cause

under Section 11.301 for involuntary winding up of the entity ’s
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business and termination of the entity’s existence; and

(2)AAthe facts relating to the cause for the winding up

and termination.

(b)AAWhen notice is provided under Subsection (a), the

secretary of state shall notify the filing entity of the

circumstances by writing sent to the entity at its registered

office in this state. The notice must state that the secretary of

state has given notice under Subsection (a) and the grounds for the

notification. The secretary of state must record the date a notice

required by this subsection is sent.

(c)AAA court shall accept a certificate issued by the

secretary of state as to the facts relating to the cause for the

winding up and termination and the sending of a notice under

Subsection (b) as prima facie evidence of the facts stated in the

certificate and the sending of the notice. (TBCA 7.02.A, B; TNPCA

7.02.A, B.)

Sec.A11.303.AAFILING OF ACTION BY ATTORNEY GENERAL. The

attorney general shall file an action against a filing entity in the

name of the state seeking termination of the entity ’s existence if:

(1)AAthe filing entity has not cured the problems for

which winding up and termination is sought before the 31st day after

the date the notice under Section 11.302(b) is mailed; and

(2)AAthe attorney general determines that cause exists

for the involuntary winding up of a filing entity ’s business and

termination of the entity’s existence under Section 11.301. (TBCA

7.02.C; TNPCA 7.02.C.)

Sec.A11.304.AACURE BEFORE FINAL JUDGMENT. An action filed by
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the attorney general under Section 11.303 shall be abated if,

before a district court renders judgment on the action, the filing

entity:

(1)AAcures the problems for which winding up and

termination is sought; and

(2)AApays the costs of the action. (TBCA 7.02.D; TNPCA

7.02.D.)

Sec.A11.305.AAJUDGMENT REQUIRING WINDING UP AND TERMINATION.

If a district court finds in an action brought under this subchapter

that proper grounds exist under Section 11.301(a) for a winding up

of a filing entity’s business and termination of the filing entity ’s

existence, the court shall:

(1)AAmake findings to that effect; and

(2)AAsubject to Section 11.306, enter a judgment not

earlier than the fifth day after the date the court makes its

findings. (TBCA 7.02.E (part); TNPCA 7.02.E (part).)

Sec.A11.306.AASTAY OF JUDGMENT. (a) If, in an action brought

under this subchapter, a filing entity has proved by a

preponderance of the evidence and obtained a finding that the

problems for which the filing entity has been found guilty were not

wilful or the result of a failure to take reasonable precautions,

the entity may make a sworn application to the court for a stay of

entry of the judgment to allow the filing entity a reasonable

opportunity to cure the problems for which it has been found guilty.

An application made under this subsection must be made not later

than the fifth day after the date the court makes its findings under

Section 11.305.
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(b)AAAfter a filing entity has made an application under

Subsection (a), a court shall stay the entry of the judgment if the

court is reasonably satisfied after considering the application and

evidence offered with respect to the application that the filing

entity:

(1)AAis able and intends in good faith to cure the

problems for which it has been found guilty; and

(2)AAhas not applied for the stay without just cause.

(c)AAA court shall stay an entry of judgment under Subsection

(b) for the period the court determines is reasonably necessary to

afford the filing entity the opportunity to cure its problems if the

entity acts with reasonable diligence. The court may not stay the

entry of the judgment for longer than 60 days after the date the

court’s findings are made.

(d)AAThe court shall dismiss an action against a filing

entity that, during the period the action is stayed by the court

under this section, cures the problems for which winding up and

termination is sought and pays all costs accrued in the action.

(e)AAIf a court finds that a filing entity has not cured the

problems for which winding up and termination is sought within the

period prescribed by Subsection (c), the court shall enter final

judgment requiring a winding up of the filing entity ’s business.

(TBCA 7.02.E (part); TLLCA 8.12.A; TNPCA 7.02.E (part).)

Sec.A11.307.AAOPPORTUNITY FOR CURE AFTER AFFIRMATION OF

FINDINGS BY APPEALS COURT. (a) An appellate court that affirms a

trial court’s findings against a filing entity under this

subchapter shall remand the case to the trial court with
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instructions to grant the filing entity an opportunity to cure the

problems for which the entity has been found guilty if:

(1)AAthe filing entity did not make an application to

the trial court for stay of the entry of the judgment;

(2)AAthe appellate court is satisfied that the appeal

was taken in good faith and not for purpose of delay or with no

sufficient cause;

(3)AAthe appellate court finds that the problems for

which the filing entity has been found guilty are capable of being

cured; and

(4)AAthe filing entity has prayed for the opportunity

to cure its problems in the appeal.

(b)AAThe appellate court shall determine the period, which

may not be longer than 60 days after the date the case is remanded to

the trial court, to be afforded to a filing entity to enable the

filing entity to cure its problems under Subsection (a).

(c)AAThe trial court to which an action against a filing

entity has been remanded under this section shall dismiss the

action if, during the period prescribed by the appellate court for

that conduct, the filing entity cures the problems for which

winding up and termination is sought and pays all costs accrued in

the action.

(d)AAIf a filing entity has not cured the problems for which

winding up and termination is sought within the period prescribed

by the appellate court under Subsection (b), the judgment requiring

winding up and termination shall become final. (TBCA 7.02.F; TLLCA

8.12.A; TNPCA 7.02.F.)
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Sec.A11.308.AAJURISDICTION AND VENUE. (a) The attorney

general shall bring an action for the involuntary winding up and

termination of a filing entity under this subchapter in:

(1)AAa district court of the county in which the

registered office or principal place of business of the filing

entity in this state is located; or

(2)AAa district court of Travis County.

(b)AAA district court described by Subsection (a) has

jurisdiction of the action for involuntary winding up and

termination. (TBCA 7.03 (part); TLLCA 8.12.A; TNPCA 7.03 (part).)

Sec.A11.309.AAPROCESS IN STATE ACTION. Citation in an action

for the involuntary winding up and termination of a filing entity

under this subchapter shall be issued and served as provided by law.

(TBCA 7.03 (part); TLLCA 8.12.A; TNPCA 7.03 (part).)

Sec.A11.310.AAPUBLICATION OF NOTICE. (a) If process in an

action under this subchapter is returned not found, the attorney

general shall publish notice in a newspaper in the county in which

the registered office of the filing entity in this state is located.

The notice must contain:

(1)AAa statement of the pendency of the action;

(2)AAthe title of the court;

(3)AAthe title of the action; and

(4)AAthe earliest date on which default judgment may be

entered by the court.

(b)AANotice under this section must be published at least

once a week for two consecutive weeks beginning at any time after

the citation has been returned.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

322



(c)AAThe attorney general may include in one published notice

the name of each filing entity against which an action for

involuntary winding up and termination is pending in the same

court.

(d)AANot later than the 10th day after the date notice under

this section is first published, the attorney general shall send a

copy of the notice to the filing entity at the filing entity ’s

registered office in this state. A certificate from the attorney

general regarding the sending of the notice is prima facie evidence

that notice was sent under this section.

(e)AAUnless a filing entity has been served with citation, a

default judgment may not be taken against the entity before the 31st

day after the date the notice is first published. (TBCA 7.03

(part); TLLCA 8.12.A; TNPCA 7.03 (part).)

Sec.A11.311.AAACTION ALLOWED AFTER EXPIRATION OF FILING

ENTITY’S DURATION. The expiration of a filing entity ’s period of

duration does not, by itself, create a vested right on the part of

an owner or creditor of the filing entity to prevent an action by

the attorney general for the involuntary winding up of the filing

entity’s business and termination of the filing entity ’s existence.

(TBCA 7.12.E (part); TLLCA 8.12.A; TNPCA 7.12.G (part).)

Sec.A11.312.AACOMPLIANCE BY TERMINATED ENTITY. On the decree

of a court requiring winding up of a filing entity ’s business, the

filing entity shall comply with:

(1)AAthe requirements of the decree concerning the

winding up process; and

(2)AASubchapter B to the extent it does not conflict
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with the decree. (New.)

Sec.A11.313.AATIMING OF TERMINATION. A court may enter a

decree under Section 11.301 terminating the existence of a filing

entity:

(1)AAwhen the court considers it necessary or

advisable; or

(2)AAon completion of the winding up process. (TBCA

7.09.)

Sec.A11.314.AAINVOLUNTARY WINDING UP AND TERMINATION OF

PARTNERSHIP OR LIMITED LIABILITY COMPANY. A district court in the

county in which the registered office or principal place of a

domestic partnership or limited liability company is located has

jurisdiction to order the winding up and termination of the

domestic partnership or limited liability company on application

by:

(1)AAa partner in the partnership if the court

determines that:

(A)AAthe economic purpose of the partnership is

likely to be unreasonably frustrated; or

(B)AAanother partner has engaged in conduct

relating to the partnership’s business that makes it not reasonably

practicable to carry on the business in partnership with that

partner; or

(2)AAan owner of the partnership or limited liability

company if the court determines that it is not reasonably

practicable to carry on the entity’s business in conformity with

its governing documents. (TLLCA 6.02; TRLPA 8.02; TRPA 8.01(e).)
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Sec.A11.315.AAFILING OF DECREE OF TERMINATION AGAINST FILING

ENTITY. (a) The clerk of a court that enters a decree terminating

the existence of a filing entity shall file a certified copy of the

decree in accordance with Chapter 4.

(b)AAA fee may not be charged for the filing of a decree under

this section. (TBCA 7.10; TLLCA 8.12.A; TNPCA 7.10.)

[Sections 11.316-11.350 reserved for expansion]

SUBCHAPTER H. CLAIMS RESOLUTION ON TERMINATION

Sec.A11.351.AALIABILITY OF TERMINATED FILING ENTITY. A

terminated filing entity is liable only for an existing claim.

(TBCA 7.12.C (part); TLLCA 8.12.A; TNPCA 7.12.C (part).)

Sec.A11.352.AADEPOSIT WITH COMPTROLLER OF AMOUNT DUE OWNERS

AND CREDITORS WHO ARE UNKNOWN OR CANNOT BE LOCATED. (a) On the

voluntary or involuntary termination of a domestic filing entity,

the portion of the entity’s assets distributable to creditors or

owners who are unknown or cannot be found after the exercise of

reasonable diligence by a person responsible for the distribution

in liquidation of the domestic filing entity ’s assets must be

reduced to cash and deposited as provided by Subsection (b).

(b)AAMoney from assets liquidated under Subsection (a) shall

be deposited with the comptroller in a special account to be

maintained by the comptroller. The money must be accompanied by a

statement to the comptroller containing:

(1)AAthe name and last known address of each person who

is known to be entitled to all or part of the account;

(2)AAthe amount of each entitled person ’s distributive

portion of the money; and
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(3)AAother information about each person who is

entitled to all or part of the money as the comptroller may

reasonably require.

(c)AAThe comptroller shall issue a receipt for money received

under this section. (TBCA 7.11.A (part); TLLCA 8.12.A; TNPCA 7.11.A

(part).)

Sec.A11.353.AADISCHARGE OF LIABILITY OF PERSON RESPONSIBLE

FOR LIQUIDATION. A person responsible for the distribution in

liquidation of a filing entity’s assets will be released and

discharged from further liability with respect to money received

from the liquidation when the person deposits the money with the

comptroller under Section 11.352. (TBCA 7.11.A (part); TLLCA

8.12.A; TNPCA 7.11.A (part).)

Sec.A11.354.AAPAYMENT FROM ACCOUNT BY COMPTROLLER. (a) To

claim money deposited in an account under Section 11.352, a person

must submit to the comptroller satisfactory written proof of the

person’s right to the money not later than the seventh anniversary

of the date the money was deposited with the comptroller.

(b)AAThe comptroller shall issue a warrant drawn on the

account created under Section 11.352 in favor of a person who meets

the requirements for making a claim under Subsection (a) and in the

amount to which the person is entitled. (TBCA 7.11.B (part); TLLCA

8.12.A; TNPCA 7.11.B (part).)

Sec.A11.355.AANOTICE OF ESCHEAT; ESCHEAT. (a) If no claimant

has made satisfactory proof of a right to the money within the

period prescribed by Section 11.354(a), the comptroller shall

publish in one issue of a newspaper of general circulation in Travis
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County a notice of the proposed escheat of the money.

(b)AAA notice published under Subsection (a) must contain:

(1)AAthe name and last known address of any known

creditor or owner entitled to the money;

(2)AAthe amount of money deposited with the

comptroller; and

(3)AAthe name of the terminated filing entity from

whose assets the money was derived.

(c)AAIf no claimant makes satisfactory proof to the

comptroller of a right to the money before the 61st day after the

date notice under this section is published, the money

automatically escheats to and becomes the property of the state and

shall be deposited in the general revenue fund. (TBCA 7.11.B

(part); TLLCA 8.12.A; TNPCA 7.11.B (part).)

Sec.A11.356.AALIMITED SURVIVAL AFTER TERMINATION. (a)

Notwithstanding the termination of a domestic filing entity under

this chapter, the terminated filing entity continues in existence

until the third anniversary of the effective date of the entity ’s

termination only for purposes of:

(1)AAprosecuting or defending in the terminated filing

entity’s name an action or proceeding brought by or against the

terminated entity;

(2)AApermitting the survival of an existing claim by or

against the terminated filing entity;

(3)AAholding title to and liquidating property that

remained with the terminated filing entity at the time of

termination or property that is collected by the terminated filing
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entity after termination;

(4)AAapplying or distributing property, or its

proceeds, as provided by Section 11.053; and

(5)AAsettling affairs not completed before

termination.

(b)AAA terminated filing entity may not continue its

existence for the purpose of continuing the business or affairs for

which the terminated filing entity was formed unless the terminated

filing entity is reinstated under Subchapter E.

(c)AAIf an action on an existing claim by or against a

terminated filing entity has been brought before the expiration of

the three-year period after the date of the entity ’s termination

and the claim was not extinguished under Section 11.359, the

terminated filing entity continues to survive for purposes of:

(1)AAthe action until all judgments, orders, and

decrees have been fully executed; and

(2)AAthe application or distribution of any property of

the terminated filing entity as provided by Section 11.053 until

the property has been applied or distributed. (TBCA 7.12.A, C

(part); TLLCA 8.12.A; TNPCA 7.12.A, C (part).)

Sec.A11.357.AAGOVERNING PERSONS OF ENTITY DURING LIMITED

SURVIVAL. (a) Subject to the provisions of the title governing the

terminated filing entity, during the three-year period that a

terminated filing entity’s existence is continued under Section

11.356, the governing persons of the terminated filing entity

serving at the time of termination shall continue to manage the

affairs of the terminated filing entity for the limited purposes
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specified by Section 11.356 and have the powers necessary to

accomplish those purposes. The number of governing persons:

(1)AAmay be reduced because of the death of a governing

person; and

(2)AAmay include successors to governing persons chosen

by the other governing persons.

(b)AAIn exercising powers prescribed under Subsection (a), a

governing person:

(1)AAhas the same duties to the terminated filing

entity that the person had immediately before the termination; and

(2)AAis liable to the terminated filing entity for the

person’s actions taken after the entity ’s termination to the same

extent that the person would have been liable had the person taken

those actions before the termination. (TBCA 7.12.B; TLLCA 8.12.A;

TNPCA 7.12.B.)

Sec.A11.358.AAACCELERATED PROCEDURE FOR EXISTING CLAIM

RESOLUTION. (a) A terminated filing entity may shorten the period

for resolving a person’s existing claim against the entity by

giving notice by registered or certified mail, return receipt

requested, to the claimant at the claimant ’s last known address

that the claim must be resolved under this section.

(b)AAThe notice required under Subsection (a) must:

(1)AAstate the requirements of Subsections (c) and (d)

for presenting a claim;

(2)AAprovide the mailing address to which the person ’s

claim against the terminated filing entity must be sent;

(3)AAstate that the claim will be extinguished if
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written presentation of the claim is not received at the address

given on or before the date specified in the notice, which may not

be earlier than the 120th day after the date the notice is mailed to

the person by the terminated filing entity; and

(4)AAbe accompanied by a copy of this section.

(c)AATo assert a claim, a person who is notified by a

terminated filing entity that the person’s claim must be resolved

under this section must present the claim in writing to the

terminated filing entity at the address given by the entity in the

notice.

(d)AAA claim presented under Subsection (c) must:

(1)AAcontain the:

(A)AAidentity of the claimant; and

(B)AAnature and amount of the claim; and

(2)AAbe received by the terminated filing entity not

later than the date specified in the notice under Subsection

(b)(3).

(e)AAIf a person presents a claim that meets the requirements

of this section, the terminated filing entity to whom the claim is

presented may give written notice to the person that the claim is

rejected by the terminated entity.

(f)AANotice under Subsection (e) must:

(1)AAbe sent by registered or certified mail, return

receipt requested, and addressed to the last known address of the

person presenting the claim;

(2)AAstate that the claim has been rejected by the

terminated entity;

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

330



(3)AAstate that the claim will be extinguished unless

an action on the claim is brought:

(A)AAnot later than the 180th day after the date

the notice of rejection of the claim was mailed to the person; and

(B)AAnot later than the third anniversary of the

effective date of the entity’s termination; and

(4)AAstate the date on which notice of the claim ’s

rejection was mailed and the effective date of the entity ’s

termination. (TBCA 7.12.D (part); TLLCA 8.12.A; TNPCA 7.12.D, E.)

Sec.A11.359.AAEXTINGUISHMENT OF EXISTING CLAIM. (a) Except

as provided by Subsection (b), an existing claim by or against a

terminated filing entity is extinguished unless an action or

proceeding is brought on the claim not later than the third

anniversary of the date of termination of the entity.

(b)AAA person’s claim against a terminated filing entity may

be extinguished before the period prescribed by Subsection (a) if

the person is notified under Section 11.358(a) that the claim will

be resolved under Section 11.358 and the person:

(1)AAfails to properly present the claim in writing

under Sections 11.358(c) and (d); or

(2)AAfails to bring an action on a claim rejected under

Section 11.358(e) before:

(A)AAthe 180th day after the date the notice

rejecting the claim was mailed to the person; and

(B)AAthe third anniversary of the effective date

of the entity’s termination. (TBCA 7.12.C (part), D (part); TLLCA

8.12.A; TNPCA 7.12.C (part), F.)
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[Sections 11.360-11.400 reserved for expansion]

SUBCHAPTER I. RECEIVERSHIP

Sec.A11.401.AACODE GOVERNS. A receiver may be appointed for a

domestic entity or for a domestic entity ’s property or business

only as provided for and on the conditions set forth in this code.

(TBCA 7.07.A (part); TLLCA 8.12.A; TNPCA 7.07.A (part).)

Sec.A11.402.AAJURISDICTION TO APPOINT RECEIVER. (a) A court

that has subject matter jurisdiction over specific property of a

domestic or foreign entity that is located in this state and is

involved in litigation has jurisdiction to appoint a receiver for

that property.

(b)AAA district court in the county in which the registered

office or principal place of business of a domestic entity is

located has jurisdiction to:

(1)AAappoint a receiver for the property and business

of a domestic entity for the purpose of rehabilitating the entity;

or

(2)AAorder the liquidation of the property and business

of a domestic entity and appoint a receiver to effect that

liquidation. (TBCA 7.04.A (part), 7.05.A (part), 7.06.A (part);

TLLCA 8.12.A; TNPCA 7.04.A (part), 7.05.A (part), 7.06.A (part).)

Sec.A11.403.AAAPPOINTMENT OF RECEIVER FOR SPECIFIC PROPERTY.

(a) Subject to Subsection (b), and on the application of a person

whose right to or interest in any property or fund or the proceeds

from the property or fund is probable, a court that has jurisdiction

over specific property of a domestic or foreign entity may appoint a

receiver in an action:
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(1)AAby a vendor to vacate a fraudulent purchase of the

property;

(2)AAby a creditor to subject the property or fund to

the creditor’s claim;

(3)AAbetween partners or others jointly owning or

interested in the property or fund;

(4)AAby a mortgagee of the property for the foreclosure

of the mortgage and sale of the property, when:

(A)AAit appears that the mortgaged property is in

danger of being lost, removed, or materially injured; or

(B)AAit appears that the mortgage is in default

and that the property is probably insufficient to discharge the

mortgage debt; or

(5)AAin which receivers for specific property have been

previously appointed by courts of equity.

(b)AAA court may appoint a receiver for the property or fund

under Subsection (a) only if:

(1)AAwith respect to an action brought under Subsection

(a)(1), (2), or (3), it is shown that the property or fund is in

danger of being lost, removed, or materially injured;

(2)AAcircumstances exist that are considered by the

court to necessitate the appointment of a receiver to conserve the

property or fund and avoid damage to interested parties;

(3)AAall other requirements of law are complied with;

and

(4)AAthe court determines that other available legal

and equitable remedies are inadequate.
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(c)AAThe court appointing a receiver under this section has

and shall retain exclusive jurisdiction over the specific property

placed in receivership. The court shall determine the rights of the

parties in the property or its proceeds.

(d)AAIf the condition necessitating the appointment of a

receiver under this section is remedied, the receivership shall be

terminated immediately, and the receiver shall redeliver to the

domestic entity all of the property remaining in receivership.

(TBCA 7.04; TLLCA 8.12.A; TNPCA 7.04.)

Sec.A11.404.AAAPPOINTMENT OF RECEIVER TO REHABILITATE

DOMESTIC ENTITY. (a) Subject to Subsection (b), a court that has

jurisdiction over the property and business of a domestic entity

under Section 11.402(b) may appoint a receiver for the entity ’s

property and business if:

(1)AAin an action by an owner or member of the domestic

entity, it is established that:

(A)AAthe entity is insolvent or in imminent danger

of insolvency;

(B)AAthe governing persons of the entity are

deadlocked in the management of the entity ’s affairs, the owners or

members of the entity are unable to break the deadlock, and

irreparable injury to the entity is being suffered or is threatened

because of the deadlock;

(C)AAthe actions of the governing persons of the

entity are illegal, oppressive, or fraudulent;

(D)AAthe property of the entity is being

misapplied or wasted; or
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(E)AAwith respect to a for-profit corporation, the

shareholders of the entity are deadlocked in voting power and have

failed, for a period of at least two years, to elect successors to

the governing persons of the entity whose terms have expired or

would have expired on the election and qualification of their

successors;

(2)AAin an action by a creditor of the domestic entity,

it is established that:

(A)AAthe entity is insolvent, the claim of the

creditor has been reduced to judgment, and an execution on the

judgment was returned unsatisfied; or

(B)AAthe entity is insolvent and has admitted in

writing that the claim of the creditor is due and owing; or

(3)AAin an action other than an action described by

Subdivision (1) or (2), courts of equity have traditionally

appointed a receiver.

(b)AAA court may appoint a receiver under Subsection (a) only

if:

(1)AAcircumstances exist that are considered by the

court to necessitate the appointment of a receiver to conserve the

property and business of the domestic entity and avoid damage to

interested parties;

(2)AAall other requirements of law are complied with;

and

(3)AAthe court determines that all other available

legal and equitable remedies, including the appointment of a

receiver for specific property of the domestic entity under Section
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11.402, are inadequate.

(c)AAIf the condition necessitating the appointment of a

receiver under this section is remedied, the receivership shall be

terminated immediately, the management of the domestic entity shall

be restored to its managerial officials, and the receiver shall

redeliver to the domestic entity all of its property remaining in

receivership. (TBCA 7.05; TLLCA 8.12.A; TNPCA 7.05.)

Sec.A11.405.AAAPPOINTMENT OF RECEIVER TO LIQUIDATE DOMESTIC

ENTITY; LIQUIDATION. (a) Subject to Subsection (b), a court that

has jurisdiction over the property and business of a domestic

entity under Section 11.402(b) may order the liquidation of the

property and business of the domestic entity and may appoint a

receiver to effect the liquidation:

(1)AAwhen an action has been filed by the attorney

general under this chapter to terminate the existence of the entity

and it is established that liquidation of the entity ’s business and

affairs should precede the entry of a decree of termination;

(2)AAon application of the entity to have its

liquidation continued under the supervision of the court;

(3)AAif the entity is in receivership and the court does

not find that any plan presented before the first anniversary of the

date the receiver was appointed is feasible for remedying the

condition requiring appointment of the receiver;

(4)AAon application of a creditor of the entity if it is

established that irreparable damage will ensue to the unsecured

creditors of the domestic entity as a class, generally, unless

there is an immediate liquidation of the property of the domestic
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entity; or

(5)AAon application of a member or director of a

nonprofit corporation or cooperative association and it appears the

entity is unable to carry out its purposes.

(b)AAA court may order a liquidation and appoint a receiver

under Subsection (a) only if:

(1)AAthe circumstances demand liquidation to avoid

damage to interested persons;

(2)AAall other requirements of law are complied with;

and

(3)AAthe court determines that all other available

legal and equitable remedies, including the appointment of a

receiver for specific property of the domestic entity and

appointment of a receiver to rehabilitate the domestic entity, are

inadequate.

(c)AAIf the condition necessitating the appointment of a

receiver under this section is remedied, the receivership shall be

terminated immediately, the management of the domestic entity shall

be restored to its managerial officials, and the receiver shall

redeliver to the domestic entity all of its property remaining in

receivership. (TBCA 7.06; TLLCA 8.12.A; TNPCA 7.06.A, C.)

Sec.A11.406.AARECEIVERS: QUALIFICATIONS, POWERS, AND

DUTIES. (a) A receiver appointed under this chapter:

(1)AAmust be an individual citizen of the United States

or an entity authorized to act as receiver;

(2)AAshall give a bond in the amount required by the

court and with any sureties as may be required by the court;
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(3)AAmay sue and be sued in the receiver ’s name in any

court;

(4)AAhas the powers and duties provided by other laws

applicable to receivers; and

(5)AAhas the powers and duties that are stated in the

order appointing the receiver or that the appointing court:

(A)AAconsiders appropriate to accomplish the

objectives for which the receiver was appointed; and

(B)AAmay increase or diminish at any time during

the proceedings.

(b)AATo be appointed a receiver under this chapter, a foreign

entity must be registered to transact business in this state. (TBCA

7.07.A (part), B; TLLCA 8.12.A; TNPCA 7.07.A (part), B.)

Sec.A11.407.AACOURT-ORDERED FILING OF CLAIMS. (a) In a

proceeding involving a receivership of the property or business of

a domestic entity, the court may require all claimants of the

domestic entity to file with the clerk of the court or the receiver,

in the form provided by the court, proof of their respective claims

under oath.

(b)AAA court that orders the filing of claims under

Subsection (a) shall:

(1)AAset a date, which may not be earlier than four

months after the date of the order, as the last day for the filing of

those claims; and

(2)AAprescribe the notice that shall be given to

claimants of the date set under Subdivision (1).

(c)AABefore the expiration of the period under Subsection (b)
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for the filing of claims, a court may extend the period for the

filing of claims to a later date.

(d)AAA court may bar a claimant who fails to file a proof of

claim during the period authorized by the court from participating

in the distribution of the property of the domestic entity unless

the claimant presents to the court a justifiable excuse for its

delay in filing. A court may not order or effect a discharge of a

claim of the claimant described by this subsection. (TBCA 7.07.C;

TLLCA 8.12.A; TNPCA 7.07.C.)

Sec.A11.408.AASUPERVISING COURT; JURISDICTION; AUTHORITY.

(a) A court supervising a receivership under this subchapter may,

from time to time:

(1)AAmake allowances to a receiver or attorney in the

proceeding; and

(2)AAdirect the payment of a receiver or attorney from

the property of the domestic entity that is within the scope of the

receivership or the proceeds of any sale or disposition of that

property.

(b)AAA court that appoints a receiver under this subchapter

for the property or business of a domestic entity has exclusive

jurisdiction over the domestic entity and all of its property,

regardless of where the property is located. (TBCA 7.07.D, E; TLLCA

8.12.A; TNPCA 7.07.D, E.)

Sec.A11.409.AAANCILLARY RECEIVERSHIPS OF FOREIGN ENTITIES.

(a) Notwithstanding any provision of this code to the contrary, a

district court in the county in which the registered office of a

foreign entity doing business in this state is located has
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jurisdiction to appoint an ancillary receiver for the property and

business of that entity when the court determines that

circumstances exist to require the appointment of an ancillary

receiver.

(b)AAA receiver appointed under Subsection (a) serves

ancillary to a receiver acting under orders of an out-of-state

court that has jurisdiction to appoint a receiver for the entity.

(TBCA 7.07.F (part); TLLCA 8.12.A; TNPCA 7.07.F (part).)

Sec.A11.410.AARECEIVERSHIP FOR ALL PROPERTY AND BUSINESS OF

FOREIGN ENTITY. (a) A district court may appoint a receiver for all

of the property, in and outside this state, of a foreign entity

doing business in this state and its business if the court

determines, in accordance with the ordinary usages of equity, that

circumstances exist that necessitate the appointment of a receiver

even if a receiver has not been appointed by another court.

(b)AAThe appointing court shall convert a receivership

created under Subsection (a) into an ancillary receivership if the

appointing court determines an ancillary receivership is

appropriate because a court in another state has ordered a

receivership of all property and business of the entity. (TBCA

7.07.F (part); TLLCA 8.12.A; TNPCA 7.07.F (part).)

Sec.A11.411.AAGOVERNING PERSONS AND OWNERS NOT NECESSARY

PARTIES DEFENDANT. Governing persons and owners or members of a

domestic entity are not necessary parties to an action for a

receivership or liquidation of the property and business of a

domestic entity unless relief is sought against those persons

individually. (TBCA 7.08; TLLCA 8.12.A; TNPCA 7.08.)
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Sec.A11.412.AADECREE OF INVOLUNTARY TERMINATION. In an

action to liquidate the property and business of a domestic entity,

the court shall enter a decree terminating the entity and the

existence of the entity shall cease:

(1)AAwhen the costs and expenses of the action and all

obligations and liabilities of the domestic entity have been paid

and discharged or adequately provided for and all of the entity ’s

remaining property has been distributed to its owners and members;

or

(2)AAif the entity’s property is not sufficient to

discharge the costs and other expenses of the action and all

obligations and liabilities of the entity, when all the property of

the entity has been applied toward their payment. (TBCA 7.09; TLLCA

8.12.A; TNPCA 7.09.)

Sec.A11.413.AASUPPLEMENTAL PROVISIONS FOR APPLICATION OF

PROCEEDS FROM LIQUIDATION OF NONPROFIT CORPORATION. (a) In

proceedings under Section 11.405, the property of a nonprofit

corporation or the proceeds resulting from a sale, conveyance, or

other disposition of its property shall be applied to:

(1)AApay, satisfy, and discharge all costs and expenses

of the court proceedings and all liabilities and obligations of the

nonprofit corporation; or

(2)AAmake adequate provision for the payment,

satisfaction, and discharge of the costs, expenses, liabilities, or

obligations described by Subdivision (1).

(b)AAAny property remaining after application is made under

this section must be applied and distributed in the manner provided
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by Section 22.304. (TNPCA 7.06.B.)

CHAPTER 12. ADMINISTRATIVE POWERS

SUBCHAPTER A. SECRETARY OF STATE

Sec.A12.001.AAAUTHORITY OF SECRETARY OF STATE. (a) The

secretary of state may adopt procedural rules for the filing of

instruments, including the filing of instruments by electronic or

other means, authorized to be filed with the secretary of state

under this code.

(b)AAThe secretary of state has the power and authority

reasonably necessary to enable the secretary to perform the duties

imposed on the secretary under this code. (TBCA 9.03; TLLCA 8.03;

TNPCA 9.04; TRPA 3.08(b)(15), 10.02(n); TMCLA 7.07.A (part).)

Sec.A12.002.AAINTERROGATORIES BY SECRETARY OF STATE. (a) As

necessary and proper for the secretary of state to determine

whether a filing entity or a foreign filing entity has complied with

this code, the secretary of state may serve by mail interrogatories

on the entity or a managerial official.

(b)AAAn entity or individual to whom an interrogatory is sent

by the secretary of state shall answer the interrogatory before the

later of the 31st day after the date the interrogatory is mailed or

a date set by the secretary of state. Each answer to an

interrogatory must be complete, in writing, and under oath. An

interrogatory directed to an individual shall be answered by the

individual, and an interrogatory directed to an entity shall be

answered by a managerial official.

(c)AAThe secretary of state is not required to file any

instrument to which an interrogatory relates until the
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interrogatory is answered as provided by this section and only if

the instrument conforms to the requirements of this code. The

secretary of state shall certify to the attorney general for action

as the attorney general may consider appropriate an interrogatory

and answer to the interrogatory that disclose a violation of this

code.

(d)AAThis section and Sections 12.003 and 12.004 do not apply

to domestic real estate investment trusts. (TBCA 9.01; TLLCA

8.01.)

Sec.A12.003.AAINFORMATION DISCLOSED BY INTERROGATORIES. An

interrogatory sent by the secretary of state and the answer to the

interrogatory are subject to Chapter 552, Government Code. (TBCA

9.02; TLLCA 8.02.)

Sec.A12.004.AAAPPEALS FROM SECRETARY OF STATE. (a) If the

secretary of state does not approve the filing of a filing

instrument, the secretary of state shall, before the 11th day after

the date of the delivery of the filing instrument to the secretary

of state, notify the person delivering the filing instrument of the

disapproval and specifying each reason for the disapproval. The

disapproval of a filing instrument by the secretary of state may be

appealed only to a district court of Travis County by filing with

the court clerk a petition, a copy of the filing instrument sought

to be filed, and a copy of any written disapproval by the secretary

of state of the filing instrument. The court shall try the appeal

de novo and shall sustain the action of the secretary of state or

direct the secretary to take any action the court considers to be

proper.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

343



(b)AAA final order or judgment entered by the district court

under this section in review of any ruling or decision of the

secretary of state may be appealed as in other civil actions. (TBCA

9.04.A; TLLCA 8.04; TNPCA 9.05.)

[Sections 12.005-12.150 reserved for expansion]

SUBCHAPTER B. ATTORNEY GENERAL

Sec.A12.151.AAAUTHORITY OF ATTORNEY GENERAL TO EXAMINE BOOKS

AND RECORDS. Each filing entity and foreign filing entity shall

permit the attorney general to inspect, examine, and make copies,

as the attorney general considers necessary in the performance of a

power or duty of the attorney general, of any record of the entity.

A record of the entity includes minutes and a book, account, letter,

memorandum, document, check, voucher, telegram, constitution, and

bylaw. (TMCLA 5.01.)

Sec.A12.152.AAREQUEST TO EXAMINE. To examine the business of

a filing entity or foreign filing entity, the attorney general

shall make a written request to a managerial official, who shall

immediately permit the attorney general to inspect, examine, and

make copies of the records of the entity. (TMCLA 5.02, 5.03.)

Sec.A12.153.AAAUTHORITY TO EXAMINE MANAGEMENT OF ENTITY. The

attorney general may investigate the organization, conduct, and

management of a filing entity or foreign filing entity and

determine if the entity has been or is engaged in acts or conduct in

violation of:

(1)AAits governing documents; or

(2)AAany law of this state. (TMCLA 5.03.)

Sec.A12.154.AAAUTHORITY TO DISCLOSE INFORMATION.
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Information held by the attorney general and derived in the course

of an examination of an entity ’s records or documents is not public

information, is not subject to Chapter 552, Government Code, and

may not be disclosed except:

(1)AAin the course of an administrative or judicial

proceeding in which the state is a party;

(2)AAin a suit by the state to:

(A)AArevoke the registration of the foreign filing

entity or terminate the certificate of formation of the filing

entity; or

(B)AAcollect penalties for a violation of the law

of this state; or

(3)AAto provide information to any officer of this

state charged with the enforcement of its laws. (TMCLA 5.04.)

Sec.A12.155.AAFORFEITURE OF BUSINESS PRIVILEGES. A foreign

filing entity or a filing entity that fails or refuses to permit the

attorney general to examine or make copies of a record, without

regard to whether the record is located in this or another state,

forfeits the right of the entity to do business in this state, and

the entity’s registration or certificate of formation shall be

revoked or terminated. (TMCLA 5.05.A.)

Sec.A12.156.AACRIMINAL PENALTY. (a) A managerial official

or other individual having the authority to manage the affairs of a

filing entity or foreign filing entity commits an offense if the

official or individual fails or refuses to permit the attorney

general to make an investigation of the entity or to examine or to

make copies of a record of the entity.
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(b)AAAn offense under this section is a Class B misdemeanor.

(TMCLA 5.05.B.)

[Sections 12.157-12.200 reserved for expansion]

SUBCHAPTER C. ENFORCEMENT LIEN

Sec.A12.201.AALIEN FOR LAW VIOLATIONS. (a) If a filing

entity or foreign filing entity violates a law of this state,

including the law against trusts, monopolies, and conspiracies, or

combinations or contracts in restraint of trade, for the violation

of which a fine, penalties, or forfeiture is provided, all of the

entity’s property in this state at the time of the violation or that

after the violation comes into this state is, because of the

violation, liable for any fine or penalty under this chapter and for

costs of suit and costs of collection.

(b)AAThe state has a lien on all property of a filing entity

or foreign filing entity in this state on the date a suit is

instituted by or under the direction of the attorney general in a

court of this state for the purpose of forfeiting the certificate of

formation or revoking the registration of the entity or for the

collection of a fine or penalty due to the state.

(c)AAThe filing of a suit for a fine, penalties, or

forfeiture is notice of the lien.

(d)AAIn addition to the property subjected to the lien under

Subsection (b), the lien applies to any property that comes into the

possession of a receiver appointed under Subchapter D. (TMCLA 5.07,

5.08, 5.11 (part).)

[Sections 12.202-12.250 reserved for expansion]

SUBCHAPTER D. ENFORCEMENT PROCEEDINGS
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Sec.A12.251.AARECEIVER. In a suit filed by this state against

a filing entity or foreign filing entity for the termination of the

entity’s certificate of formation or registration or for a fine or

penalty, the court in this state in which the suit is pending:

(1)AAshall appoint a receiver for the property and

business of the entity in this state or that subsequently comes into

this state during the receivership if the filing entity or foreign

filing entity commences the process of winding up its business in

this or another state or a judgment is rendered against it in this

or another state for the termination of the entity ’s certificate of

formation or registration; and

(2)AAmay appoint a receiver for the entity if the

interest of the state requires the appointment. (TMCLA 5.10.)

Sec.A12.252.AAFORECLOSURE. (a) The attorney general may

bring suit to foreclose a lien created by this chapter.

(b)AAIf a filing entity or a foreign filing entity subject to

this code has commenced the winding up process or has had the

entity’s certificate of formation or registration terminated by a

judgment, citation in a suit for foreclosure may be served on any

person in this state who acted and was acting as agent of the entity

in this state when the entity commenced the winding up process or

the entity’s certificate of formation or registration was

terminated. (TMCLA 5.12.)

Sec.A12.253.AAACTION AGAINST INSOLVENT ENTITY. When the

attorney general is convinced that a filing entity or foreign

filing entity is insolvent, the attorney general shall institute

quo warranto or other appropriate proceedings to terminate the
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certificate of formation or registration of the filing entity or

foreign filing entity that is insolvent. (TMCLA 5.14.)

Sec.A12.254.AASUITS BY DISTRICT OR COUNTY ATTORNEY. A

district or county attorney shall bring and prosecute a proceeding

under Section 12.252 or 12.253 when directed to do so by the

attorney general. (TMCLA 5.12 (part), 5.15.)

Sec.A12.255.AAPERMISSION TO SUE. Before a petition may be

filed by the attorney general or by a district or county attorney in

a suit authorized by Section 12.252 or 12.253, leave must be granted

by the judge of the court in which the proceeding is to be filed.

(TMCLA 5.17.)

Sec.A12.256.AAEXAMINATION AND NOTICE. (a) The judge of a

court in which a proceeding under Section 12.252 or 12.253 is to be

filed shall carefully examine the petition before granting leave to

sue. The judge may also require an examination into the facts. If

it appears with reasonable certainty from the petition or from the

petition and facts that there is a prima facie showing for the

relief sought, the judge may grant leave to file.

(b)AAOn an application for the appointment of a receiver, the

entity proceeded against is entitled to 10 days ’ notice before the

day set for the hearing. (TMCLA 5.18.)

Sec.A12.257.AADISMISSAL OF ACTION. (a) A suit authorized by

Section 12.253 or 12.258 may not be filed or, if filed, shall be

dismissed if the entity, through its owners or members, reduces its

indebtedness so that it is not insolvent.

(b)AAThe respondent shall pay the costs of a dismissed suit

under this section. (TMCLA 5.16.)
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Sec.A12.258.AALIQUIDATION OF INSOLVENT ENTITY. (a) A court

hearing a proceeding under Section 12.253 against an insolvent

entity may, after the entity has been shown to be insolvent, appoint

one or more receivers for the entity and its property. The receiver

may settle the affairs of the entity, collect outstanding debts,

and divide the money and property belonging to the entity among its

owners after paying the debts of the entity and all expenses

incidental to the judicial proceedings and receivership.

(b)AAThe court may continue the existence of the entity for

three years and for additional reasonable time as necessary to

accomplish the purposes of this subchapter. (TMCLA 5.15.)

Sec.A12.259.AAEXTRAORDINARY REMEDIES; BOND. The state has a

right to a writ of attachment, garnishment, sequestration, or

injunction, without bond, to aid in the enforcement of the state ’s

rights created by this chapter. (TMCLA 5.11 (part).)

Sec.A12.260.AAABATEMENT OF SUIT. An action or cause of action

for a fine, penalty, or forfeiture that this state has or may have

against a filing entity or foreign filing entity does not abate

because the entity dissolves, voluntarily or otherwise, or the

entity’s certificate of formation is terminated or the entity ’s

registration is revoked. (TMCLA 5.09.)

Sec.A12.261.AAPROVISIONS CUMULATIVE. Each right or remedy

provided by this chapter is cumulative and does not affect any other

right or remedy for the enforcement, payment, or collection of a

fine, forfeiture, or penalty or any other means provided by law for

securing or preserving testimony or inquiring into the rights or

privileges of an entity. (TMCLA 5.06, 5.13, 5.19.)
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TITLE 2. CORPORATIONS

CHAPTER 20. GENERAL PROVISIONS

Sec.A20.001.AAREQUIREMENT THAT FILING INSTRUMENT BE SIGNED

BY OFFICER. Unless otherwise provided by this title, a filing

instrument of a corporation must be signed by an officer of the

corporation. (TBCA 2.10.B (part), 2.12.C(3) (part), 2.13.E (part),

2.22.E(2) (part), 4.10.B (part), 4.11.B (part), 4.12.B (part);

TNPCA 4.03 (part), 4.06.D (part), 6.05 (part).)

Sec.A20.002.AAULTRA VIRES ACTS. (a) Lack of capacity of a

corporation may not be the basis of any claim or defense at law or in

equity.

(b)AAAn act of a corporation or a transfer of property by or

to a corporation is not invalid because the act or transfer was:

(1)AAbeyond the scope of the purpose or purposes of the

corporation as expressed in the corporation’s certificate of

formation; or

(2)AAinconsistent with a limitation on the authority of

an officer or director to exercise a statutory power of the

corporation, as that limitation is expressed in the corporation ’s

certificate of formation.

(c)AAThe fact that an act or transfer is beyond the scope of

the expressed purpose or purposes of the corporation or is

inconsistent with an expressed limitation on the authority of an

officer or director may be asserted in a proceeding:

(1)AAby a shareholder or member against the corporation

to enjoin the performance of an act or the transfer of property by

or to the corporation;

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

350



(2)AAby the corporation, acting directly or through a

receiver, trustee, or other legal representative, or through

members in a representative suit, against an officer or director or

former officer or director of the corporation for exceeding that

person’s authority; or

(3)AAby the attorney general to:

(A)AAterminate the corporation;

(B)AAenjoin the corporation from performing an

unauthorized act; or

(C)AAenforce divestment of real property acquired

or held contrary to the laws of this state.

(d)AAIf the unauthorized act or transfer sought to be

enjoined under Subsection (c)(1) is being or is to be performed or

made under a contract to which the corporation is a party and if

each party to the contract is a party to the proceeding, the court

may set aside and enjoin the performance of the contract. The court

may award to the corporation or to another party to the contract, as

appropriate, compensation for loss or damage resulting from the

action of the court in setting aside and enjoining the performance

of the contract, excluding loss of anticipated profits. (TBCA

2.04; TNPCA 2.03.)

CHAPTER 21. FOR-PROFIT CORPORATIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A21.001.AAAPPLICABILITY OF CHAPTER. This chapter applies

only to a:

(1)AAdomestic for-profit corporation formed under this

code; and
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(2)AAforeign for-profit corporation that is

transacting business in this state, regardless of whether the

foreign corporation is registered to transact business in this

state. (New.)

Sec.A21.002.AADEFINITIONS. In this chapter:

(1)AA"Authorized share" means a share of any class the

corporation is authorized to issue.

(2)AA"Board of directors" includes each person who is

authorized to perform the functions of the board of directors under

a shareholders’ agreement as authorized by this chapter.

(3)AA"Cancel," with respect to an authorized share of a

corporation, means the restoration of an issued share to the status

of an authorized but unissued share.

(4)AA"Consuming assets corporation" means a

corporation that:

(A)AAis engaged in the business of exploiting

assets subject to depletion or amortization;

(B)AAstates in its certificate of formation that

it is a consuming assets corporation;

(C)AAincludes the phrase "a consuming assets

corporation" as part of its official corporate name and gives the

phrase equal prominence with the rest of the corporate name on the

financial statements and certificates of ownership of the

corporation; and

(D)AAincludes in each of the certificates of

ownership of the corporation the sentence, "This corporation is

permitted by law to pay dividends out of reserves that may impair
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its stated capital."

(5)AA"Corporation" or "domestic corporation" means a

domestic for-profit corporation subject to this chapter.

(6)(A) "Distribution" means a transfer of property,

including cash, or issuance of debt, by a corporation to its

shareholders in the form of:

(i)AAa dividend on any class or series of its

outstanding shares;

(ii)AAa purchase or redemption, directly or

indirectly, of any of its own shares; or

(iii)AAa payment by the corporation in

liquidation of all or a portion of its assets.

(B)AAThe term does not include:

(i)AAa split-up or division of the issued

shares of a class of a corporation into a larger number of shares

within the same class that does not increase the stated capital of

the corporation; or

(ii)AAa transfer of the corporation ’s own

shares or rights to acquire its own shares.

(7)AA"Foreign corporation" means a for-profit

corporation formed under the laws of a jurisdiction other than this

state.

(8)AA"Investment Company Act" means the Investment

Company Act of 1940 (15 U.S.C. Section 80a-1 et seq.), as amended.

(9)AA"Net assets" means the amount by which the total

assets of a corporation exceed the total debts of the corporation.

(10)AA"Share dividend" means a dividend by a
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corporation that is payable in authorized but unissued shares or

treasury shares of the corporation. The term does not include:

(A)AAan amendment to the corporation’s

certificate of formation to change the shares of a class or series,

with or without par value, into the same or a different number of

shares of the same or a different class or series, with or without

par value; or

(B)AAa split-up or division of the issued shares

of a class of a corporation into a larger number of shares within

the same class that does not increase the stated capital of the

corporation.

(11)AA"Stated capital" means the sum of:

(A)AAthe par value of all shares of the

corporation with par value that have been issued;

(B)AAthe consideration, as expressed in terms of

United States dollars, determined by the corporation in the manner

provided by Section 21.160 for all shares of the corporation

without par value that have been issued, except that part, but not

all, of the consideration that:

(i)AAhas been actually received; and

(ii)AAthe board, by resolution adopted not

later than the 60th day after the date of issuance of those shares,

has allocated to surplus; and

(C)AAan amount not included in Paragraphs (A) and

(B) that has been transferred to stated capital of the corporation,

on the payment of a share dividend or on adoption by the board of

directors of a resolution directing that all or part of surplus be
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transferred to stated capital, minus each reduction made as

permitted by law.

(12)AA"Surplus" means the amount by which the net

assets of a corporation exceed the stated capital of the

corporation.

(13)AA"Treasury shares" means shares of a corporation

that have been issued, and subsequently acquired by the

corporation, that belong to the corporation and that have not been

canceled. The term does not include shares held by a corporation in

a fiduciary capacity, whether directly or through a trust or

similar arrangement. (TBCA 1.02.A(3), (4), (7), (11), (13), (14),

(17), (19), (21), (24), (27), (28) (part), 2.38-2.)

[Sections 21.003-21.050 reserved for expansion]

SUBCHAPTER B. FORMATION AND GOVERNING DOCUMENTS

Sec.A21.051.AANO PROPERTY RIGHT IN CERTIFICATE OF FORMATION.

A shareholder of a corporation does not have a vested property right

resulting from the certificate of formation, including a provision

in the certificate of formation relating to the management,

control, capital structure, dividend entitlement, purpose, or

duration of the corporation. (TBCA 4.01.B.)

Sec.A21.052.AAPROCEDURES TO ADOPT AMENDMENT TO CERTIFICATE

OF FORMATION. (a) To adopt an amendment to the certificate of

formation of a corporation as provided by Subchapter B, Chapter 3,

the board of directors of the corporation shall:

(1)AAadopt a resolution stating the proposed amendment;

and

(2)AAfollow the procedures prescribed by Sections
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21.053-21.055.

(b)AAThe resolution may incorporate the proposed amendment

in a restated certificate of formation that complies with Section

3.059.

(c)AAThe certificate of amendment must be filed in accordance

with Chapter 4 and takes effect as provided by Subchapter B, Chapter

3. (TBCA 4.02.A (part).)

Sec.A21.053.AAADOPTION OF AMENDMENT BY BOARD OF DIRECTORS.

If a corporation does not have any issued and outstanding shares,

the board of directors may adopt a proposed amendment to the

corporation’s certificate of formation by resolution without

shareholder approval. (TBCA 4.02.A(1) (part).)

Sec.A21.054.AAADOPTION OF AMENDMENT BY SHAREHOLDERS. If a

corporation has issued and outstanding shares:

(1)AAa resolution described by Section 21.052 must also

direct that the proposed amendment be submitted to a vote of the

shareholders at a meeting; and

(2)AAthe shareholders must approve the proposed

amendment in the manner provided by Section 21.055. (TBCA 4.02.A

(part).)

Sec.A21.055.AANOTICE OF AND MEETING TO CONSIDER PROPOSED

AMENDMENT. (a) Each shareholder of record entitled to vote shall be

given written notice containing the proposed amendment or a summary

of the changes to be effected within the time and in the manner

provided by this code for giving notice of meetings to

shareholders. The proposed amendment or summary may be included in

the notice required to be provided for an annual meeting.
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(b)AAAt the meeting, the proposed amendment shall be adopted

only on receiving the affirmative vote of shareholders entitled to

vote required by Section 21.364.

(c)AAAn unlimited number of amendments may be submitted for

adoption by the shareholders at a meeting. (TBCA 4.02.A (part), B.)

Sec.A21.056.AARESTATED CERTIFICATE OF FORMATION. (a) A

corporation may adopt a restated certificate of formation as

provided by Subchapter B, Chapter 3, by following the same

procedures to amend its certificate of formation under Sections

21.052-21.055, except that shareholder approval is not required if

an amendment is not adopted.

(b)AAThe restated certificate of formation shall be filed in

accordance with Chapter 4 and takes effect as provided by

Subchapter B, Chapter 3. (TBCA 4.07.A (part), D (part).)

Sec.A21.057.AABYLAWS. (a) The board of directors of a

corporation shall adopt initial bylaws.

(b)AAThe bylaws may contain provisions for the regulation and

management of the affairs of the corporation that are consistent

with law and the corporation ’s certificate of formation.

(c)AAA corporation ’s board of directors may amend or repeal

bylaws or adopt new bylaws unless:

(1)AAthe corporation ’s certificate of formation or this

code wholly or partly reserves the power exclusively to the

corporation’s shareholders; or

(2)AAin amending, repealing, or adopting a bylaw, the

shareholders expressly provide that the board of directors may not

amend, repeal, or readopt that bylaw. (TBCA 2.23.A, B.)

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

357



Sec.A21.058.AADUAL AUTHORITY. Unless the certificate of

formation or a bylaw adopted by the shareholders provides otherwise

as to all or a part of a corporation ’s bylaws, a corporation’s

shareholders may amend, repeal, or adopt the corporation ’s bylaws

regardless of whether the bylaws may also be amended, repealed, or

adopted by the corporation ’s board of directors. (TBCA 2.23.C.)

Sec.A21.059.AAORGANIZATION MEETING. (a) This section does

not apply to a corporation created as a result of a conversion or

merger the plan of which states the bylaws and names the officers of

the corporation.

(b)AAAfter the filing of a certificate of formation takes

effect, an organization meeting shall be held at the call of the

majority of the initial board of directors or the persons named in

the certificate of formation under Section 3.007(a)(4) for the

purpose of adopting bylaws, electing officers, and transacting

other business.

(c)AANot later than the third day before the date of the

meeting, the directors or other persons calling the meeting shall

send notice of the time and place of the meeting to each other

director or person named in the certificate of formation. (TBCA

3.06.)

[Sections 21.060-21.100 reserved for expansion]

SUBCHAPTER C. SHAREHOLDERS ’ AGREEMENTS

Sec.A21.101.AASHAREHOLDERS’ AGREEMENT. (a) The shareholders

of a corporation may enter into an agreement that:

(1)AArestricts the discretion or powers of the board of

directors;
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(2)AAeliminates the board of directors and authorizes

the business and affairs of the corporation to be managed, wholly or

partly, by one or more of its shareholders or other persons;

(3)AAestablishes the individuals who shall serve as

directors or officers of the corporation;

(4)AAdetermines the term of office, manner of selection

or removal, or terms or conditions of employment of a director,

officer, or other employee of the corporation, regardless of the

length of employment;

(5)AAgoverns the authorization or making of

distributions whether in proportion to ownership of shares, subject

to Section 21.303;

(6)AAdetermines the manner in which profits and losses

will be apportioned;

(7)AAgoverns, in general or with regard to specific

matters, the exercise or division of voting power by and between the

shareholders, directors, or other persons, including use of

disproportionate voting rights or director proxies;

(8)AAestablishes the terms of an agreement for the

transfer or use of property or for the provision of services between

the corporation and another person, including a shareholder,

director, officer, or employee of the corporation;

(9)AAauthorizes arbitration or grants authority to a

shareholder or other person to resolve any issue about which there

is a deadlock among the directors, shareholders, or other persons

authorized to manage the corporation;

(10)AArequires winding up and termination of the
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corporation at the request of one or more shareholders or on the

occurrence of a specified event or contingency, in which case the

winding up and termination of the corporation will proceed as if all

of the shareholders had consented in writing to the winding up and

termination as provided by Subchapter K; or

(11)AAotherwise governs the exercise of corporate

powers, the management of the business and affairs of the

corporation, or the relationship among the shareholders, the

directors, and the corporation as if the corporation were a

partnership or in a manner that would otherwise be appropriate only

among partners and not contrary to public policy.

(b)AAA shareholders ’ agreement authorized by this section

must be:

(1)AAcontained in:

(A)AAthe certificate of formation or bylaws if

approved by all of the shareholders at the time of the agreement; or

(B)AAa written agreement that is:

(i)AAsigned by all of the shareholders at the

time of the agreement; and

(ii)AAmade known to the corporation; and

(2)AAamended only by all of the shareholders at the time

of the amendment, unless the agreement provides otherwise. (TBCA

2.30-1.A, B (part).)

Sec.A21.102.AATERM OF AGREEMENT. A shareholders ’ agreement

under this subchapter is valid for 10 years, unless the agreement

provides otherwise. (TBCA 2.30-1.B (part).)

Sec.A21.103.AADISCLOSURE OF AGREEMENT; RECALL OF CERTAIN
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CERTIFICATES. (a) The existence of an agreement authorized by this

subchapter shall be noted conspicuously on the front or back of each

certificate for outstanding shares or on the information statement

required for uncertificated shares by Section 3.205.

(b)AAThe disclosure required by this section must include the

sentence, "These shares are subject to the provisions of a

shareholders’ agreement that may provide for management of the

corporation in a manner different than in other corporations and

may subject a shareholder to certain obligations or liabilities not

otherwise imposed on shareholders in other corporations."

(c)AAA corporation that has outstanding shares represented

by certificates at the time the shareholders of the corporation

enter into an agreement under this subchapter shall recall the

outstanding certificates and issue substitute certificates that

comply with this subchapter.

(d)AAThe failure to note the existence of the agreement on

the certificate or information statement does not affect the

validity of the agreement or an action taken pursuant to the

agreement. (TBCA 2.30-1.C.)

Sec.A21.104.AAEFFECT OF SHAREHOLDERS ’ AGREEMENT. A

shareholders’ agreement that complies with this subchapter is

effective among the shareholders and between the shareholders and

the corporation even if the terms of the agreement are inconsistent

with this code. (TBCA 2.30-1.A (part).)

Sec.A21.105.AARIGHT OF RESCISSION; KNOWLEDGE OF PURCHASER OF

SHARES. (a) A purchaser of shares who does not have knowledge at

the time of purchase of the existence of a shareholders ’ agreement
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authorized by this subchapter is entitled to rescind the purchase.

(b)AAA purchaser is considered to have knowledge of the

existence of the shareholders’ agreement for purposes of this

section if:

(1)AAthe existence of the agreement is noted on the

certificate or information statement for the shares as required by

Section 21.103; and

(2)AAwith respect to shares that are not represented by

a certificate, the information statement noting existence of the

agreement is delivered to the purchaser not later than the time the

shares are purchased.

(c)AAAn action to enforce the right of rescission authorized

by this section must be commenced not later than the earlier of:

(1)AAthe 90th day after the date the existence of the

shareholder agreement is discovered; or

(2)AAthe second anniversary of the purchase date of the

shares. (TBCA 2.30-1.D.)

Sec.A21.106.AAAGREEMENT LIMITING AUTHORITY OF AND

SUPPLANTING BOARD OF DIRECTORS; LIABILITY. (a) A shareholders’

agreement authorized by this subchapter that limits the discretion

or powers of the board of directors or supplants the board of

directors relieves the directors of, and imposes on a person in whom

the discretion or powers of the board of directors or the management

of the business and affairs of the corporation is vested, liability

for an act or omission of the person in accordance with Subsection

(b).

(b)AAA person on whom liability for an act or omission is

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

362



imposed under this section is liable in the same manner and to the

same extent as a director on whom liability for an act or omission

is imposed by this code or other law. (TBCA 2.30-1.F.)

Sec.A21.107.AALIABILITY OF SHAREHOLDER. The existence of or

a performance under a shareholders ’ agreement authorized by this

subchapter is not a ground for imposing personal liability on a

shareholder for an act or obligation of the corporation by

disregarding the separate existence of the corporation or

otherwise, even if the agreement or a performance under the

agreement:

(1)AAtreats the corporation as if the corporation were

a partnership or in a manner that otherwise is appropriate only

among partners;

(2)AAresults in the corporation being considered a

partnership for purposes of taxation; or

(3)AAresults in failure to observe the corporate

formalities otherwise applicable to the matters governed by the

agreement. (TBCA 2.30-1.G.)

Sec.A21.108.AAPERSONS ACTING IN PLACE OF SHAREHOLDERS. An

organizer or a subscriber for shares may act as a shareholder with

respect to a shareholders ’ agreement authorized by this subchapter

if no shares have been issued when the agreement is signed. (TBCA

2.30-1.H.)

Sec.A21.109.AAAGREEMENT NOT EFFECTIVE. (a) A shareholders ’

agreement authorized by this subchapter ceases to be effective when

shares of the corporation are:

(1)AAlisted on a national securities exchange or
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similar system;

(2)AAquoted on an interdealer quotation system of a

national securities association or successor system; or

(3)AAregularly traded in a market maintained by one or

more members of a national or affiliated securities association.

(b)AAIf a corporation does not have a board of directors and

an agreement of the shareholders of the corporation entered into

under this subchapter ceases to be effective, a board of directors

shall be instituted or reinstated to govern the corporation in the

manner provided by Section 21.710(c).

(c)AAIf a shareholders ’ agreement that ceases to be effective

is contained in or referred to by the certificate of formation or

bylaws of a corporation, the board of directors of the corporation

may adopt an amendment to the certificate of formation or bylaws,

without shareholder action, to delete the agreement and any

references to the agreement. (TBCA 2.30-1.E.)

[Sections 21.110-21.150 reserved for expansion]

SUBCHAPTER D. SHARES, OPTIONS, AND CONVERTIBLE SECURITIES

Sec.A21.151.AANUMBER OF AUTHORIZED SHARES. A corporation may

issue the number of authorized shares stated in the corporation ’s

certificate of formation. (TBCA 2.12.A (part).)

Sec.A21.152.AACLASSES AND SERIES OF SHARES. (a) A

corporation’s certificate of formation may divide the corporation ’s

authorized shares into one or more classes and may divide one or

more classes into one or more series. The certificate of formation

must designate each class and series of authorized shares to

distinguish that class and series from any other class or series.
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(b)AAShares of the same class must be of the same par value or

be without par value, as stated in the certificate of formation.

(c)AAShares of the same class must be identical in all

respects unless the shares have been divided into one or more

series. If the shares of a class have been divided into one or more

series, the shares may vary between series, but all shares of the

same series will be identical in all respects. (TBCA 2.12.A

(part).)

Sec.A21.153.AADESIGNATIONS, PREFERENCES, LIMITATIONS, AND

RIGHTS OF A CLASS OR SERIES. (a) Each class or series of authorized

shares of a corporation must have the designations, preferences,

limitations, and relative rights, including voting rights, stated

in the corporation ’s certificate of formation.

(b)AAThe certificate of formation may limit or deny the

voting rights of, or provide special voting rights for, the shares

of a class or series or the shares of a class or series held by a

person or class of persons to the extent the limitation, denial, or

provision is not inconsistent with this code.

(c)AAA designation, preference, limitation, or relative

right, including a voting right, of a class or series of shares of a

corporation may be made dependent on facts not contained in the

certificate of formation, including future acts of the corporation,

if the manner in which those facts will operate on the designation,

preference, limitation, or right is clearly and expressly stated

in the certificate of formation. (TBCA 2.12.A (part).)

Sec.A21.154.AACERTAIN OPTIONAL CHARACTERISTICS OF SHARES.

(a) Subject to Section 21.153, if authorized by the corporation ’s
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certificate of formation, a corporation may issue shares that:

(1)AAare redeemable, at the option of the corporation,

shareholder, or other person or on the occurrence of a designated

event, subject to Sections 21.303 and 21.304;

(2)AAentitle the holders of the shares to cumulative,

noncumulative, or partially cumulative distributions;

(3)AAhave preferences over any or all other classes or

series of shares with respect to payment of distributions;

(4)AAhave preferences over any or all other classes or

series of shares with respect to the assets of the corporation on

the voluntary or involuntary winding up and termination of the

corporation;

(5)AAare exchangeable, at the option of the

corporation, shareholder, or other person or on the occurrence of a

designated event, for shares, obligations, indebtedness, evidence

of ownership, rights to purchase securities of the corporation or

one or more other entities, or other property or for a combination

of those rights, assets, or obligations, subject to Section 21.303;

and

(6)AAare convertible into shares of any other class or

series, at the option of the corporation, shareholder, or other

person or on the occurrence of a designated event.

(b)AAShares without par value may not be converted into

shares with par value unless:

(1)AAat the time of conversion, the part of the

corporation’s stated capital represented by the shares without par

value is at least equal to the aggregate par value of the shares to
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be converted; or

(2)AAthe amount of any deficiency computed under

Subdivision (1) is transferred from surplus to stated capital.

(TBCA 2.12.B.)

Sec.A21.155.AASERIES OF SHARES ESTABLISHED BY BOARD OF

DIRECTORS. (a) If expressly authorized by the corporation’s

certificate of formation and subject to the certificate of

formation, the board of directors of a corporation may establish

series of unissued shares of any class by setting and determining

the designations, preferences, limitations, and relative rights,

including voting rights, of the shares of the series to be

established to the same extent that the designations, preferences,

limitations, or relative rights could be stated if fully specified

in the certificate of formation.

(b)AATo establish a series if authorized by the certificate

of formation, the board of directors must adopt a resolution

specifying the designations, preferences, limitations, and

relative rights, including voting rights, of the series to be

established or specifying any designation, preference, limitation,

or relative right that is not set and determined by the certificate

of formation.

(c)AAIf the certificate of formation does not expressly

restrict the board of directors from increasing or decreasing the

number of unissued shares of a series to be established under

Subsection (a), the board of directors may increase or decrease the

number of shares in each series to be established, except that the

board of directors may not decrease the number of shares in a
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particular series to a number that is less than the number of shares

in that series that are issued at the time of the decrease.

(d)AATo increase or decrease the number of shares of a series

under Subsection (c), the board of directors must adopt a

resolution setting and determining the new number of shares of each

series in which the number of shares is increased or decreased. If

the number of shares of a series is decreased, the shares by which

the series is decreased will resume the status of authorized but

unissued shares of the class of shares from which the series was

established, unless otherwise provided by the certificate of

formation or the terms of the class or series.

(e)AAIf no shares of a series established by board resolution

under Subsection (b) are outstanding because no shares of that

series have been issued or no issued shares of that series remain

outstanding, the board of directors by resolution may delete the

series from the certificate of formation and delete any reference

to the series contained in the certificate of formation. Unless

otherwise provided by the certificate of formation, the shares of

any series deleted from the certificate of formation under this

section shall resume the status of authorized but unissued shares

of the class of shares from which the series was established.

(f)AAIf no shares of a series established by resolution of

the board of directors under Subsection (b) are outstanding because

no shares of that series have been issued, the board of directors

may amend the designations, preferences, limitations, and relative

rights, including voting rights, of the series or amend any

designation, preference, limitation, or relative right that is not
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set and determined by the certificate of formation. (TBCA 2.13.A,

B, C; New.)

Sec.A21.156.AAACTIONS WITH RESPECT TO SERIES OF SHARES. (a)

To effect an action authorized under Section 21.155, the

corporation must file with the secretary of state a statement that

contains:

(1)AAthe name of the corporation;

(2)AAif the statement relates to the establishment of a

series of shares, a copy of the resolution establishing and

designating the series and setting and determining the

designations, preferences, limitations, and relative rights of the

series;

(3)AAif the statement relates to an increase or

decrease in the number of shares of a series, a copy of the

resolution setting and determining the new number of shares of each

series in which the number of shares is increased or decreased;

(4)AAif the statement relates to the deletion of a

series of shares and all references to the series from the

certificate of formation, a copy of the resolution deleting the

series and all references to the series from the certificate of

formation;

(5)AAif the statement relates to the amendment of

designations, preferences, limitations, or relative rights of

shares of a series that was previously established by resolution of

the board of directors, a copy of the resolution in which the

amendment is specified;

(6)AAthe date of the adoption of the resolution; and
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(7)AAa statement that the resolution was adopted by all

necessary action on the part of the corporation.

(b)AAOn the filing of a statement described by Subsection

(a), the following resolutions will become an amendment of the

certificate of formation, as appropriate:

(1)AAthe resolution establishing and designating the

series and setting and determining the designations, preferences,

limitations, and relative rights of the series;

(2)AAthe resolution setting the new number of shares of

each series in which the number of shares is increased or decreased;

(3)AAthe resolution deleting a series and all

references to the series from the certificate of formation; or

(4)AAthe resolution amending the designations,

preferences, limitations, and relative rights of a series.

(c)AAAn amendment of the certificate of formation under this

section is not subject to the procedure to amend the certificate of

formation contained in Subchapter B. (TBCA 2.13.D, F; New.)

Sec.A21.157.AAISSUANCE OF SHARES. (a) Except as provided by

Section 21.158, a corporation may issue shares for consideration if

authorized by the board of directors of the corporation.

(b)AAShares may not be issued until the consideration,

determined in accordance with this subchapter, has been paid or

delivered as required in connection with the authorization of the

shares. When the consideration is paid or delivered:

(1)AAthe shares are considered to be issued;

(2)AAthe subscriber or other person entitled to receive

the shares is a shareholder with respect to the shares; and
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(3)AAthe shares are considered fully paid and

nonassessable. (TBCA 2.16.A (part).)

Sec.A21.158.AAISSUANCE OF SHARES UNDER PLAN OF MERGER OR

CONVERSION. (a) A converted corporation under a plan of conversion

or a corporation created by a plan of merger may issue shares for

consideration if authorized by the plan of conversion or plan of

merger, as appropriate.

(b)AAA corporation may issue shares in the manner provided by

and for consideration specified under a plan of merger or plan of

conversion. (TBCA 2.16.A (part).)

Sec.A21.159.AATYPES OF CONSIDERATION FOR SHARES. Shares with

or without par value may be issued for the following types of

consideration:

(1)AAa tangible or intangible benefit to the

corporation;

(2)AAcash;

(3)AAa promissory note;

(4)AAservices performed or a contract for services to

be performed;

(5)AAa security of the corporation or any other

organization; and

(6)AAany other property of any kind or nature. (TBCA

2.16.A (part).)

Sec.A21.160.AADETERMINATION OF CONSIDERATION FOR SHARES. (a)

Subject to Subsection (b), consideration to be received for shares

must be determined:

(1)AAby the board of directors;
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(2)AAby a plan of conversion, if the shares are to be

issued by a converted corporation under the plan; or

(3)AAby a plan of merger, if the shares are to be issued

under the plan by a corporation created under the plan.

(b)AAIf the corporation ’s certificate of formation reserves

to the shareholders the right to determine the consideration to be

received for shares without par value, the shareholders shall

determine the consideration for those shares before the shares are

issued. The board of directors may not determine the consideration

for shares under this subsection.

(c)AAA corporation may dispose of treasury shares for

consideration that may be determined by the board of directors.

(TBCA 2.15.A (part), B (part), C.)

Sec.A21.161.AAAMOUNT OF CONSIDERATION FOR ISSUANCE OF

CERTAIN SHARES. (a) Consideration to be received by a corporation

for the issuance of shares with par value may not be less than the

par value of the shares.

(b)AAThe part of the surplus of a corporation that is

transferred to stated capital on the issuance of shares as a share

distribution is considered to be the consideration for the issuance

of those shares.

(c)AAThe consideration received by a corporation for the

issuance of shares on the conversion or exchange of its

indebtedness or shares is:

(1)AAthe principal of, and accrued interest on, the

indebtedness exchanged or converted, or the stated capital on the

issuance of the shares;
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(2)AAthe part of surplus, if any, transferred to stated

capital on the issuance of the shares; and

(3)AAany additional consideration paid to the

corporation on the issuance of the shares.

(d)AAThe consideration received by a corporation for the

issuance of shares on the exercise of rights or options is:

(1)AAany consideration received by the corporation for

the rights or options; and

(2)AAany consideration received by the corporation for

the issuance of shares on the exercise of the rights or options.

(TBCA 2.15.A (part), D, E, F.)

Sec.A21.162.AAVALUE AND SUFFICIENCY OF CONSIDERATION. In the

absence of fraud in the transaction, the judgment of the board of

directors, the shareholders, or the party approving the plan of

conversion or the plan of merger, as appropriate, is conclusive in

determining the value and sufficiency of the consideration received

for the shares. (TBCA 2.16.B.)

Sec.A21.163.AAISSUANCE AND DISPOSITION OF FRACTIONAL SHARES

OR SCRIP. (a) A corporation may:

(1)AAissue fractions of a share, either certificated or

uncertificated;

(2)AAarrange for the disposition of fractional

interests by persons entitled to the interests;

(3)AApay cash for the fair value of fractions of a share

determined when the shareholders entitled to receive the fractions

are determined; or

(4)AAsubject to Subsection (b), issue scrip in

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

373



registered or bearer form that entitles the holder to receive a

certificate for a full share or an uncertificated full share on the

surrender of the scrip aggregating a full share.

(b)AAThe board of directors may issue scrip:

(1)AAon the condition that the scrip will become void if

not exchanged for certificated or uncertificated full shares before

a specified date;

(2)AAon the condition that the shares for which the

scrip is exchangeable may be sold by the corporation and the

proceeds from the sale of the shares may be distributed to the

holders of scrip; or

(3)AAsubject to any other condition the board of

directors may determine advisable. (TBCA 2.20 (part).)

Sec.A21.164.AARIGHTS OF HOLDERS OF FRACTIONAL SHARES OR

SCRIP. (a) A holder of a certificated or uncertificated fractional

share is entitled to exercise voting rights, receive distributions,

and make a claim with respect to the assets of the corporation in

the event of winding up and termination.

(b)AAA holder of a certificate for scrip is not entitled to

exercise voting rights, receive distributions, or make a claim with

respect to the assets of the corporation in the event of winding up

and termination unless the scrip provides for those rights. (TBCA

2.20 (part).)

Sec.A21.165.AASUBSCRIPTIONS. (a) A corporation may accept a

subscription by notifying the subscriber in writing.

(b)AAA subscription to purchase shares in a corporation in

the process of being formed is irrevocable for six months if the
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subscription is in writing and signed by the subscriber, unless the

subscription provides for a longer or shorter period or all of the

other subscribers agree to the revocation of the subscription.

(c)AAA written subscription entered into after the

corporation is formed is a contract between the subscriber and the

corporation. (TBCA 2.14.)

Sec.A21.166.AAPREFORMATION SUBSCRIPTION. (a) The

corporation may determine the payment terms of a preformation

subscription unless the payment terms are specified by the

subscription. The payment terms may authorize payment in full on

acceptance or by installments.

(b)AAUnless the subscription provides otherwise, a

corporation shall make calls placed to all subscribers of similar

interests for payment on preformation subscriptions uniform as far

as practicable.

(c)AAAfter the corporation is formed, if a subscriber fails

to pay any installment or call when due, a corporation may:

(1)AAcollect in the same manner as any other debt the

amount due on any unpaid preformation subscription; or

(2)AAforfeit the subscription if the installment or

call remains unpaid for 20 days after written notice to the

subscriber.

(d)AAAlthough the forfeiture of a subscription terminates

all the rights and obligations of the subscriber, the corporation

may retain any amount previously paid on the subscription. (TBCA

2.14.D (part).)

Sec.A21.167.AACOMMITMENT TO PURCHASE SHARES. (a) A person
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who contemplates the acquisition of shares in a corporation may

commit to act in a specified manner with respect to the shares after

the acquisition, including the voting of the shares or the

retention or disposition of the shares. To be binding, the

commitment must be in writing and be signed by the person acquiring

the shares.

(b)AAA written commitment entered into under Subsection (a)

is a contract between the shareholder and the corporation. (New.)

Sec.A21.168.AASTOCK RIGHTS, OPTIONS, AND CONVERTIBLE

INDEBTEDNESS. (a) Except as provided by the corporation ’s

certificate of formation and regardless of whether done in

connection with the issuance and sale of any other share or security

of the corporation, a corporation may create and issue:

(1)AArights or options that entitle the holders to

purchase or receive from the corporation shares of any class or

series or other securities; and

(2)AAindebtedness convertible into shares of any class

or series of the corporation or other securities of the

corporation.

(b)AAA right, option, or indebtedness described by this

section shall be evidenced in the manner approved by the board of

directors.

(c)AASubject to the certificate of formation, a right or

option described by this section must state the terms on which, the

time within which, and any consideration for which the shares may be

purchased or received from the corporation on the exercise of the

right or option.
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(d)AASubject to the certificate of formation, convertible

indebtedness described by this section must state the terms and

conditions on which, the time within which, and the conversion

ratio at which the indebtedness may be converted into shares. (TBCA

2.14-1 (part).)

Sec.A21.169.AATERMS AND CONDITIONS OF RIGHTS AND OPTIONS.

(a) The terms and conditions of rights or options may include

restrictions or conditions that:

(1)AAprohibit or limit the exercise, transfer, or

receipt of the rights or options by certain persons or classes of

persons, including:

(A)AAa person who beneficially owns or offers to

acquire a specified number or percentage of the outstanding common

shares, voting power, or other securities of the corporation; or

(B)AAa transferee of a person described by

Paragraph (A); or

(2)AAinvalidate or void the rights or options held by a

person or transferee described by Subdivision (1).

(b)AARights or options created or issued before the effective

date of this code that comply with this section and are not in

conflict with other provisions of this code are ratified.

(c)AAUnless otherwise provided under the terms of rights or

options or the agreement or plan under which the rights or options

are issued, the authority to grant, amend, redeem, extend, or

replace the rights or options on behalf of a corporation is vested

exclusively in the board of directors of the corporation. A bylaw

may not require the board to grant, amend, redeem, extend, or
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replace the rights or options. (New.)

Sec.A21.170.AACONSIDERATION FOR RIGHTS, OPTIONS, AND

CONVERTIBLE INDEBTEDNESS. (a) In the absence of fraud in the

transaction, the judgment of the board of directors of a

corporation as to the adequacy of the consideration received for

rights, options, or convertible indebtedness is conclusive.

(b)AAA corporation may issue rights or options to its

shareholders, officers, consultants, independent contractors,

employees, or directors without consideration if, in the judgment

of the board of directors, the issuance of the rights or options is

in the interests of the corporation.

(c)AAThe consideration for shares having a par value, other

than treasury shares, and issued on the exercise of the rights or

options may not be less than the par value of the shares.

(d)AAA privilege of conversion may not be conferred on, or

altered with respect to, any indebtedness that would result in the

corporation receiving less than the minimum consideration required

to be received on issuance of the shares.

(e)AAThe consideration for shares issued on the exercise of

rights, options, or convertible indebtedness shall be determined as

provided by Section 21.161. (TBCA 2.14-1 (part).)

Sec.A21.171.AATREASURY SHARES. (a) Treasury shares are

considered to be issued shares and not outstanding shares.

(b)AATreasury shares may not be included in the total assets

of a corporation for purposes of determining the net assets of a

corporation. (TBCA 1.02.A(28) (part).)

Sec.A21.172.AAEXPENSES OF ORGANIZATION, REORGANIZATION, AND
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FINANCING OF CORPORATION. A corporation may pay or authorize to be

paid from the consideration received by the corporation as payment

for the corporation ’s shares the reasonable charges and expenses of

the organization or reorganization of the corporation and the sale

or underwriting of the shares without rendering the shares not

fully paid and nonassessable. (TBCA 2.18.)

Sec.A21.173.AASUPPLEMENTAL REQUIRED RECORDS. In addition to

the books and records required to be kept under Section 3.151, a

corporation shall keep at its registered office or principal place

of business, or at the office of its transfer agent or registrar, a

record of:

(1)AAthe original issuance of shares issued by the

corporation;

(2)AAeach transfer of those shares that have been

presented to the corporation for registration of transfer;

(3)AAthe names and addresses of all past shareholders

of the corporation; and

(4)AAthe number and class or series of shares issued by

the corporation held by each current and past shareholder. (TBCA

2.44.A (part).)

[Sections 21.174-21.200 reserved for expansion]

SUBCHAPTER E. SHAREHOLDER RIGHTS AND RESTRICTIONS

Sec.A21.201.AAREGISTERED HOLDERS AS OWNERS. Except as

otherwise provided by this code and subject to Chapter 8, Business &

Commerce Code, a corporation may consider the person registered as

the owner of a share in the share transfer records of the

corporation at a particular time, including a record date set under
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Section 6.101 or 6.102 or Subchapter H, as the owner of that share

at that time for purposes of:

(1)AAvoting the share;

(2)AAreceiving distributions on the share;

(3)AAtransferring the share;

(4)AAreceiving notice, exercising rights of dissent,

exercising or waiving a preemptive right, or giving proxies with

respect to that share;

(5)AAentering into agreements with respect to that

share in accordance with Section 6.251, 6.252, or 21.210; or

(6)AAany other shareholder action. (TBCA 2.26.A

(part).)

Sec.A21.202.AADEFINITION OF SHARES. In Sections

21.203-21.208, "shares" includes a security:

(1)AAthat is convertible into shares; or

(2)AAthat carries a right to subscribe for or acquire

shares. (TBCA 2.22-1.A (part).)

Sec.A21.203.AANO STATUTORY PREEMPTIVE RIGHT UNLESS PROVIDED

BY CERTIFICATE OF FORMATION. (a) Except as provided by Section

21.208, a shareholder of a corporation does not have a preemptive

right under this subchapter to acquire the corporation ’s unissued

or treasury shares except to the extent provided by the

corporation’s certificate of formation.

(b)AAIf the certificate of formation includes a statement

that the corporation "elects to have a preemptive right" or a

similar statement, Section 21.204 applies to a shareholder except

to the extent the certificate of formation expressly provides
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otherwise. (New.)

Sec.A21.204.AASTATUTORY PREEMPTIVE RIGHTS. (a) If the

shareholders of a corporation have a preemptive right under this

subchapter, the shareholders have a preemptive right to acquire

proportional amounts of the corporation ’s unissued or treasury

shares on the decision of the corporation ’s board of directors to

issue the shares. The preemptive right granted under this

subsection is subject to uniform terms and conditions prescribed by

the board of directors to provide a fair and reasonable opportunity

to exercise the preemptive right.

(b)AANo preemptive right exists with respect to:

(1)AAshares issued or granted as compensation to a

director, officer, agent, or employee of the corporation or a

subsidiary or affiliate of the corporation;

(2)AAshares issued or granted to satisfy conversion or

option rights created to provide compensation to a director,

officer, agent, or employee of the corporation or a subsidiary or

affiliate of the corporation;

(3)AAshares authorized in the corporation’s certificate

of formation that are issued not later than the 180th day after the

effective date of the corporation’s formation; or

(4)AAshares sold, issued, or granted by the corporation

for consideration other than money.

(c)AAA holder of a share of a class without general voting

rights but with a preferential right to distributions of profits,

income, or assets does not have a preemptive right with respect to

shares of any class.
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(d)AAA holder of a share of a class with general voting rights

but without preferential rights to distributions of profits,

income, or assets does not have a preemptive right with respect to

shares of any class with preferential rights to distributions of

profits, income, or assets unless the shares with preferential

rights are convertible into or carry a right to subscribe for or

acquire shares without preferential rights.

(e)AAFor a one-year period after the date the shares have

been offered to shareholders, shares subject to preemptive rights

that are not acquired by a shareholder may be issued to a person at a

consideration set by the corporation’s board of directors that is

not lower than the consideration set for the exercise of preemptive

rights. An offer at a lower consideration or after the expiration of

the period prescribed by this subsection is subject to the

shareholder’s preemptive rights. (TBCA 2.22-1.A, B.)

Sec.A21.205.AAWAIVER OF PREEMPTIVE RIGHT. (a) A shareholder

may waive a preemptive right granted to the shareholder.

(b)AAA written waiver of a preemptive right is irrevocable

regardless of whether the waiver is supported by consideration.

(New.)

Sec.A21.206.AALIMITATION ON ACTION TO ENFORCE PREEMPTIVE

RIGHT. (a) An action brought against a corporation, the board of

directors or an officer, shareholder, or agent of the corporation,

or an owner of a beneficial interest in shares of the corporation

for the violation of a preemptive right of a shareholder must be

brought not later than the earlier of:

(1)AAthe first anniversary of the date written notice
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is given to each shareholder whose preemptive right was violated;

or

(2)AAthe fourth anniversary of the latest of:

(A)AAthe date the corporation issued the shares,

securities, or rights;

(B)AAthe date the corporation sold the shares,

securities, or rights; or

(C)AAthe date the corporation otherwise

distributed the shares, securities, or rights.

(b)AAThe notice required by Subsection (a)(1) must:

(1)AAbe sent to the holder at the address for the holder

as shown on the appropriate records of the corporation; and

(2)AAinform the holder that the issuance, sale, or

other distribution of shares, securities, or rights violated the

holder’s preemptive right. (TBCA 2.22-1.C.)

Sec.A21.207.AADISPOSITION OF SHARES HAVING PREEMPTIVE

RIGHTS. The transferee or successor of a share that has been

transferred or otherwise disposed of by a shareholder of a

corporation whose preemptive right to acquire shares in the

corporation has been violated does not acquire the preemptive

right, or any right or claim based on the violation, unless the

previous shareholder has assigned the preemptive right to the

transferee or successor. (TBCA 2.22-1.D.)

Sec.A21.208.AAPREEMPTIVE RIGHT IN EXISTING CORPORATION.

Subject to the certificate of formation, a shareholder of a

corporation incorporated before the effective date of this code has

a preemptive right to acquire unissued or treasury shares of the
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corporation to the extent provided by Sections 21.204, 21.206, and

21.207. After the effective date of this code, a corporation may

limit or deny the preemptive right of the shareholders of the

corporation by amending the corporation ’s certificate of

formation. (New.)

Sec.A21.209.AATRANSFER OF SHARES AND OTHER SECURITIES.

Except as otherwise provided by this code, the shares and other

securities of a corporation are transferable in accordance with

Chapter 8, Business & Commerce Code. (TBCA 2.22.A (part).)

Sec.A21.210.AARESTRICTION ON TRANSFER OF SHARES AND OTHER

SECURITIES. (a) A restriction on the transfer or registration of

transfer of a security may be imposed by:

(1)AAthe corporation ’s certificate of formation;

(2)AAthe corporation ’s bylaws;

(3)AAa written agreement among two or more holders of

the securities; or

(4)AAa written agreement among one or more holders of

the securities and the corporation if:

(A)AAthe corporation files a copy of the agreement

at the principal place of business or registered office of the

corporation; and

(B)AAthe copy of the agreement is subject to the

same right of examination by a shareholder of the corporation, in

person or by agent, attorney, or accountant, as the books and

records of the corporation.

(b)AAA restriction imposed under Subsection (a) is not valid

with respect to a security issued before the restriction has been
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adopted, unless the holder of the security voted in favor of the

restriction or is a party to the agreement imposing the

restriction. (TBCA 2.22.B.)

Sec.A21.211.AAVALID RESTRICTIONS ON TRANSFER.

Notwithstanding Sections 21.210 and 21.213, a restriction placed on

the transfer or registration of transfer of a security of a

corporation is valid if the restriction reasonably:

(1)AAobligates the holder of the restricted security to

offer a person, including the corporation or other holders of

securities of the corporation, an opportunity to acquire the

restricted security within a reasonable time before the transfer;

(2)AAobligates the corporation, to the extent provided

by this code, or another person to purchase securities that are the

subject of an agreement relating to the purchase and sale of the

restricted security;

(3)AArequires the corporation or the holders of a class

of the corporation ’s securities to consent to a proposed transfer

of the restricted security or to approve the proposed transferee of

the restricted security for the purpose of preventing a violation

of law;

(4)AAprohibits the transfer of the restricted security

to a designated person or group of persons and the designation is

not manifestly unreasonable;

(5)AAmaintains the status of the corporation as an

electing small business corporation under Subchapter S of the

Internal Revenue Code;

(6)AAmaintains a tax advantage to the corporation; or
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(7)AAmaintains the status of the corporation as a close

corporation under Subchapter O. (TBCA 2.22.D.)

Sec.A21.212.AABYLAW OR AGREEMENT RESTRICTING TRANSFER OF

SHARES OR OTHER SECURITIES. (a) A corporation that has adopted a

bylaw or is a party to an agreement that restricts the transfer of

the shares or other securities of the corporation may file with the

secretary of state, in accordance with Chapter 4, a copy of the

bylaw or agreement and a statement attached to the copy that:

(1)AAcontains the name of the corporation;

(2)AAstates that the attached copy of the bylaw or

agreement is a true and correct copy of the bylaw or agreement; and

(3)AAstates that the filing has been authorized by the

board of directors or, in the case of a corporation that is managed

in some other manner under a shareholders ’ agreement, by the person

empowered by the agreement to manage the corporation’s business and

affairs.

(b)AAAfter a statement described by Subsection (a) is filed

with the secretary of state, the bylaws or agreement restricting

the transfer of shares or other securities is a public record, and

the fact that the statement has been filed may be stated on a

certificate representing the restricted shares or securities if

required by Section 3.202.

(c)AAA corporation that is a party to an agreement

restricting the transfer of the shares or other securities of the

corporation may make the agreement part of the corporation’s

certificate of formation without restating the provisions of the

agreement in the certificate of formation by amending the
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certificate of formation. If the agreement alters any provision of

the certificate of formation, the certificate of amendment shall

identify the altered provision by reference or description. If the

agreement is an addition to the certificate of formation, the

certificate of amendment must state that fact.

(d)AAThe certificate of amendment must:

(1)AAinclude a copy of the agreement restricting the

transfer of shares or other securities;

(2)AAstate that the attached copy of the agreement is a

true and correct copy of the agreement; and

(3)AAstate that inclusion of the certificate of

amendment as part of the certificate of formation has been

authorized in the manner required by this code to amend the

certificate of formation. (TBCA 2.22.E (part), F.)

Sec.A21.213.AAENFORCEABILITY OF RESTRICTION ON TRANSFER OF

CERTAIN SECURITIES. (a) A restriction placed on the transfer or

registration of the transfer of a security of a corporation is

specifically enforceable against the holder, or a successor or

transferee of the holder, if:

(1)AAthe restriction is reasonable and noted

conspicuously on the certificate or other instrument representing

the security; or

(2)AAwith respect to an uncertificated security, the

restriction is reasonable and a notation of the restriction is

contained in the notice sent with respect to the security under

Section 3.205.

(b)AAUnless noted in the manner specified by Subsection (a)
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with respect to a certificate or other instrument or an

uncertificated security, an otherwise enforceable restriction is

ineffective against a transferee for value without actual knowledge

of the restriction at the time of the transfer or against a

subsequent transferee, regardless of whether the transfer is for

value. A restriction is specifically enforceable against a person

other than a transferee for value from the time the person acquires

actual knowledge of the restriction ’s existence. (TBCA 2.22.C.)

Sec.A21.214.AAJOINT OWNERSHIP OF SHARES. (a) If shares are

registered on the books of a corporation in the names of two or more

persons as joint owners with the right of survivorship and one of

the owners dies, the corporation may record on its books and effect

the transfer of the shares to a person, including the surviving

joint owner, and pay any distributions made with respect to the

shares, as if the surviving joint owner was the absolute owner of

the shares. The recording and distribution authorized by this

subsection must be made after the death of a joint owner and before

the corporation receives actual written notice that a party other

than a surviving joint owner is claiming an interest in the shares

or distribution.

(b)AAThe discharge of a corporation from liability under

Section 21.216 and the transfer of full legal and equitable title of

the shares does not affect, reduce, or limit any cause of action

existing in favor of an owner of an interest in the shares or

distributions against the surviving owner. (TBCA 2.22.G (part).)

Sec.A21.215.AALIABILITY FOR DESIGNATING OWNER OF SHARES. A

corporation or an officer, director, employee, or agent of the
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corporation may not be held liable for considering the person who is

registered as the owner of a share in the share transfer records of

the corporation at a particular time to be the owner of the share at

that time for a purpose described by Section 21.201, regardless of

whether the person possesses a certificate for that share. (TBCA

2.26.A(2).)

Sec.A21.216.AALIABILITY REGARDING JOINT OWNERSHIP OF SHARES.

A corporation that transfers shares or makes a distribution to a

surviving joint owner under Section 21.214 before the corporation

has received a written claim for the shares or distribution from

another person is discharged from liability for the transfer or

payment. (TBCA 2.22.G (part).)

Sec.A21.217.AALIABILITY OF ASSIGNEE OR TRANSFEREE. An

assignee or transferee of certificated shares, uncertificated

shares, or a subscription for shares in good faith and without

knowledge that full consideration for the shares or subscription

has not been paid may not be held personally liable to the

corporation or a creditor of the corporation for an unpaid portion

of the consideration. (TBCA 2.21.C.)

Sec.A21.218.AAEXAMINATION OF RECORDS. (a) In this section, a

holder of a beneficial interest in a voting trust entered into under

Section 6.251 is a holder of the shares represented by the

beneficial interest.

(b)AASubject to the governing documents and on written demand

stating a proper purpose, a holder of shares of a corporation for at

least six months immediately preceding the holder ’s demand, or a

holder of at least five percent of all of the outstanding shares of
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a corporation, is entitled to examine and copy, at a reasonable

time, the corporation ’s relevant books, records of account,

minutes, and share transfer records. The examination may be

conducted in person or through an agent, accountant, or attorney.

(c)AAThis section does not impair the power of a court, on the

presentation of proof of proper purpose by a beneficial or record

holder of shares, to compel the production for examination by the

holder of the books and records of accounts, minutes, and share

transfer records of a corporation, regardless of the period during

which the holder was a beneficial holder or record holder and

regardless of the number of shares held by the person. (TBCA

2.44.C, E, G.)

Sec.A21.219.AAANNUAL AND INTERIM STATEMENTS OF CORPORATION.

(a) On written request of a shareholder of the corporation, a

corporation shall mail to the shareholder:

(1)AAthe annual statements of the corporation for the

last fiscal year that contain in reasonable detail the

corporation’s assets and liabilities and the results of the

corporation’s operations; and

(2)AAthe most recent interim statements, if any, that

have been filed in a public record or other publication.

(b)AAThe corporation shall be allowed a reasonable time to

prepare the annual statements. (TBCA 2.44.F.)

Sec.A21.220.AAPENALTY FOR FAILURE TO PREPARE VOTING LIST. An

officer or agent of a corporation who is in charge of the

corporation’s share transfer records and who does not prepare the

list of owners, keep the list on file for a 10-day period, or
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produce and keep the list available for inspection at the annual

meeting as required by Sections 21.354 and 21.372 is liable to an

owner who suffers damages because of the failure for the damage

caused by the failure. (TBCA 2.27.C (part).)

Sec.A21.221.AAPENALTY FOR FAILURE TO PROVIDE NOTICE OF

MEETING. If an officer or agent of a corporation is unable to comply

with the duties prescribed by Sections 21.354 and 21.372 because

the officer or agent did not receive notice of a meeting of owners

within a sufficient time before the date of the meeting, the

corporation, rather than the officer or agent, is liable to an owner

who suffers damages because of the failure for the extent of the

damage caused by the failure. (TBCA 2.27.C (part).)

Sec.A21.222.AAPENALTY FOR REFUSAL TO PERMIT EXAMINATION OF

CERTAIN RECORDS. (a) A corporation that refuses to allow a person

to examine and make copies of account records, minutes, and share

transfer records under Section 21.218 is liable to the shareholder

for any cost or expense, including attorney’s fees, incurred in

enforcing the shareholder ’s rights under Section 21.218. The

liability imposed on a corporation under this subsection is in

addition to any other damages or remedy afforded to the shareholder

by law.

(b)AAIt is a defense to an action brought under this section

that the person suing:

(1)AAhas, within the two years preceding the date the

action is brought, sold or offered for sale a list of shareholders

or of holders of voting trust certificates in consideration for

shares of the corporation or any other corporation;
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(2)AAhas aided or abetted a person in procuring a list

of shareholders or of holders of voting trust certificates for the

purpose described by Subdivision (1);

(3)AAhas improperly used information obtained through a

prior examination of the books and account records, minutes, or

share transfer records of the corporation or any other corporation;

or

(4)AAwas not acting in good faith or for a proper

purpose in making the person’s request for examination. (TBCA

2.44.D.)

Sec.A21.223.AALIMITATION OF LIABILITY FOR OBLIGATIONS. (a)

A holder of shares, an owner of any beneficial interest in shares,

or a subscriber for shares whose subscription has been accepted, or

any affiliate of such a holder, owner, or subscriber of the

corporation, may not be held liable to the corporation or its

obligees with respect to:

(1)AAthe shares, other than the obligation to pay to the

corporation the full amount of consideration, fixed in compliance

with Sections 21.157-21.162, for which the shares were or are to be

issued;

(2)AAany contractual obligation of the corporation or

any matter relating to or arising from the obligation on the basis

that the holder, beneficial owner, subscriber, or affiliate is or

was the alter ego of the corporation or on the basis of actual or

constructive fraud, a sham to perpetrate a fraud, or other similar

theory; or

(3)AAany obligation of the corporation on the basis of
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the failure of the corporation to observe any corporate formality,

including the failure to:

(A)AAcomply with this code or the articles of

incorporation or bylaws of the corporation; or

(B)AAobserve any requirement prescribed by this

code or the articles of incorporation or bylaws of the corporation

for acts to be taken by the corporation or its directors or

shareholders.

(b)AASubsection (a)(2) does not prevent or limit the

liability of a holder, beneficial owner, subscriber, or affiliate

if the obligee demonstrates that the holder, beneficial owner,

subscriber, or affiliate caused the corporation to be used for the

purpose of perpetrating and did perpetrate an actual fraud on the

obligee primarily for the direct personal benefit of the holder,

beneficial owner, subscriber, or affiliate. (TBCA 2.21.A.)

Sec.A21.224.AAPREEMPTION OF LIABILITY. The liability of a

holder, beneficial owner, or subscriber of shares of a corporation,

or any affiliate of such a holder, owner, or subscriber of the

corporation, for an obligation that is limited by Section 21.223 is

exclusive and preempts any other liability imposed for that

obligation under common law or otherwise. (TBCA 2.21.B (part).)

Sec.A21.225.AAEXCEPTIONS TO LIMITATIONS. Section 21.223 or

21.224 does not limit the obligation of a holder, beneficial owner,

subscriber, or affiliate to the obligee of the corporation if that

person:

(1)AAexpressly assumes, guarantees, or agrees to be

personally liable to the obligee for the obligation; or
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(2)AAis otherwise liable to the obligee for the

obligation under this code or other applicable statute. (TBCA

2.21.B (part).)

Sec.A21.226.AAPLEDGEES AND TRUST ADMINISTRATORS. (a) A

pledgee or other holder of shares as collateral security is not

personally liable as a shareholder.

(b)AAAn executor, administrator, conservator, guardian,

trustee, assignee for the benefit of creditors, or receiver is not

personally liable as a holder of or subscriber to shares of a

corporation.

(c)AAThe estate and funds administered by an executor,

administrator, conservator, guardian, trustee, assignee for the

benefit of creditors, or receiver are liable for the full amount of

the consideration for which the shares were or are to be issued.

(TBCA 2.21.D, E.)

[Sections 21.227-21.250 reserved for expansion]

SUBCHAPTER F. REDUCTIONS IN STATED CAPITAL;

CANCELLATION OF TREASURY SHARES

Sec.A21.251.AAREDUCTION OF STATED CAPITAL BY REDEMPTION OR

PURCHASE OF REDEEMABLE SHARES. (a) At the time a corporation

redeems or purchases the redeemable shares of the corporation, the

redemption or purchase has the effect of:

(1)AAcanceling the shares; and

(2)AArestoring the shares to the status of authorized

but unissued shares, unless the corporation’s certificate of

formation provides that shares may not be reissued after the shares

are redeemed or purchased by the corporation.
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(b)AAIf the corporation is prohibited from reissuing the

shares by the certificate of formation following a redemption or

purchase under Subsection (a), the number of shares of the class

that the corporation is authorized to issue is reduced by the number

of shares canceled.

(c)AAIf shares redeemed or purchased by a corporation under

Subsection (a) constitute all of the outstanding shares of a

particular class of shares and the certificate of formation

provides that the shares of the class, when redeemed and

repurchased, may not be reissued, the corporation may not issue any

additional shares of the class of shares.

(d)AAUpon the redemption or purchase of redeemable shares

under this section, the stated capital of the corporation shall be

reduced by that part of the stated capital that was, at the time of

the redemption or purchase, represented by those redeemable shares.

(TBCA 4.10.A, D.)

Sec.A21.252.AACANCELLATION OF TREASURY SHARES. (a) A

corporation, by resolution of the board of directors of the

corporation, may cancel all or part of the corporation ’s treasury

shares at any time.

(b)AAUpon the cancellation of treasury shares, the stated

capital of the corporation shall be reduced by that part of the

stated capital that was, at the time of the cancellation,

represented by the canceled shares, and the canceled shares shall

be restored to the status of authorized but unissued shares.

(c)AAThis section does not prohibit a cancellation of shares

or a reduction of stated capital in any other manner permitted by
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law. (TBCA 4.11.)

Sec.A21.253.AAPROCEDURES FOR REDUCTION OF STATED CAPITAL BY

BOARD OF DIRECTORS. (a) If all or part of the stated capital of a

corporation is represented by shares without par value, the stated

capital of the corporation may be reduced in the manner provided by

this section.

(b)AAThe board of directors shall adopt a resolution that:

(1)AAstates the amount of the proposed reduction of the

stated capital and the manner in which the reduction will be

effected; and

(2)AAdirects that the proposed reduction be submitted

to a vote of the shareholders at an annual or special meeting.

(c)AAEach shareholder of record entitled to vote on the

reduction of stated capital shall be given written notice stating

that the purpose or one of the purposes of the meeting is to

consider the matter of reducing the stated capital of the

corporation in the amount and manner proposed by the board of

directors. The notice shall be given in the time and manner

provided by this code for giving notice of shareholders ’ meetings.

(d)AAThe affirmative vote of the holders of at least the

majority of the shares entitled to vote on the matter is required

for approval of the resolution proposing the reduction of stated

capital.

(e)AAUpon the approval of the resolution by the shareholders,

the stated capital of the corporation shall be reduced as provided

in the resolution. (TBCA 4.12.A, D.)

Sec.A21.254.AARESTRICTION ON REDUCTION OF STATED CAPITAL.
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The stated capital of a corporation may not be reduced under this

subchapter if the amount of the aggregate stated capital of the

corporation would be reduced to an amount equal to or less than the

sum of the:

(1)AAaggregate preferential amounts payable on all

issued shares with a preferential right to the assets of the

corporation in the event of voluntary winding up and termination;

and

(2)AAaggregate par value of all issued shares with par

value but no preferential right to the assets of the corporation in

the event of voluntary winding up and termination. (TBCA 4.12.E.)

[Sections 21.255-21.300 reserved for expansion]

SUBCHAPTER G. DISTRIBUTIONS AND SHARE DIVIDENDS

Sec.A21.301.AADEFINITIONS. In this subchapter:

(1)AA"Distribution limit," with respect to a

distribution made by a corporation, other than a distribution

described by Subdivision (2), means:

(A)AAthe net assets of the corporation if the

distribution:

(i)AAis a purchase or redemption of its own

shares by a corporation that:

(a)AAis eliminating fractional shares;

(b)AAis collecting or compromising

indebtedness owed by or to the corporation; or

(c)AAis paying dissenting shareholders

entitled to payment for their shares under this code; or

(ii)AAis not the purchase or redemption of
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its own shares by a consuming assets corporation; or

(B)AAthe surplus of the corporation for a

distribution not described by Paragraph (A).

(2)AA"Distribution limit," with respect to a

distribution that is a purchase or redemption of its own shares by

an investment company the certificate of formation of which

provides that the company may purchase the company’s own shares out

of stated capital, means the net assets of the investment company

rather than the surplus of the investment company.

(3)AA"Investment company" means a corporation

registered as an open-end company under the Investment Company Act.

(TBCA 2.38.C.)

Sec.A21.302.AAAUTHORITY FOR DISTRIBUTIONS. The board of

directors of a corporation may authorize a distribution and the

corporation may make a distribution, subject to Section 21.303.

(TBCA 2.38.A.)

Sec.A21.303.AALIMITATIONS ON DISTRIBUTIONS. (a) A

corporation may not make a distribution that violates the

corporation’s certificate of formation.

(b)AAUnless the distribution is made in compliance with

Chapter 11, a corporation may not make a distribution:

(1)AAif the corporation would be insolvent after the

distribution; or

(2)AAthat exceeds the distribution limit. (TBCA

2.38.A, B, D.)

Sec.A21.304.AAREDEMPTIONS. (a) A distribution by a

corporation that involves a redemption of outstanding redeemable
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shares of the corporation subject to redemption may be related to

any or all of those shares.

(b)AAIf less than all of the outstanding redeemable shares of

a corporation subject to redemption are to be redeemed, the shares

to be redeemed shall be selected for redemption:

(1)AAin accordance with the corporation ’s certificate

of formation; or

(2)AAratably or by lot in the manner prescribed by

resolution of the corporation ’s board of directors, if the

certificate of formation does not specify how shares are to be

selected for redemption.

(c)AAA redemption of redeemable shares takes effect by call

and written notice of the redemption of the shares. (TBCA 4.08.A

(part).)

Sec.A21.305.AANOTICE OF REDEMPTION. (a) A notice of

redemption of redeemable shares of a corporation must state:

(1)AAthe class or series of shares or part of the class

or series of shares to be redeemed;

(2)AAthe date set for redemption;

(3)AAthe redemptive price; and

(4)AAthe place at which the shareholders may obtain

payment of the redemptive price.

(b)AAThe notice of redemption shall be sent to each holder of

redeemable shares being called not later than the 21st day or

earlier than the 60th day before the date set for redemption.

(c)AAA notice that is mailed is considered to have been sent

when the notice is deposited in the United States mail, with postage
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prepaid, addressed to the shareholder at the shareholder’s address

as it appears on the share transfer records of the corporation.

(d)AAA corporation may give the transfer agent described by

Section 21.306 irrevocable instructions to send or complete the

notice of redemption. (TBCA 4.08.A (part), B.)

Sec.A21.306.AADEPOSIT OF MONEY FOR REDEMPTION. (a) After the

date the notice of redemption required by Section 21.305 is sent and

before the day after the date set for redemption of redeemable

shares of the corporation, a corporation may deposit with a bank or

trust company in this or another state of the United States

appointed and acting as transfer agent for the corporation an

amount sufficient to redeem the shares called for redemption. The

amount must be deposited as a trust fund.

(b)AAUnless the corporation ’s certificate of formation

provides otherwise, if a corporation deposits money and gives

payment instructions in accordance with Subsection (a) and Section

21.307(b):

(1)AAthe shares called for redemption are considered

redeemed, and distributions on those shares cease to accrue on and

after the date set for redemption; and

(2)AAthe deposit constitutes full payment of the shares

called for redemption to the holders of the shares on and after the

date set for redemption.

(c)AAUnless the certificate of formation provides otherwise,

after the date a deposit is made and instructions are given under

this section and Section 21.307(b), the shares called for

redemption are not considered outstanding, and the holders of the
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shares cease to be shareholders of the shares and have no right with

respect to the shares other than:

(1)AAthe right to receive payment of the redemptive

price of the shares without interest from the bank or trust company;

and

(2)AAany right to convert those shares.

(d)AAUnless the certificate of formation provides otherwise,

a bank or trust company receiving a deposit under this section shall

pay to the corporation on demand the balance of the amount deposited

if one or more holders of the shares called for redemption do not

claim for redemption the amount deposited on or before the sixth

anniversary of the date of the deposit. After making a payment

under this subsection, the bank or trust company is relieved of all

responsibility to the holders with respect to the amount deposited.

(TBCA 4.08.B (part).)

Sec.A21.307.AAPAYMENT OF REDEEMED SHARES. (a) Payment of a

certificated share shall be made only on the surrender of the

respective share certificate.

(b)AAA corporation may give a transfer agent described by

Section 21.306 irrevocable instructions to pay, on or after the

date set for redemption of redeemable shares, the redemptive price

to the respective holders of the shares as evidenced by a list of

shareholders certified by an officer of the corporation. (TBCA

4.08.B (part).)

Sec.A21.308.AAPRIORITY OF DISTRIBUTIONS. (a) Except as

provided by Subsection (b) or (c), a corporation ’s indebtedness

that arises as a result of the declaration of a distribution and a
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corporation’s indebtedness issued in a distribution are at parity

with the corporation ’s indebtedness to its general, unsecured

creditors.

(b)AAThe indebtedness described by Subsection (a) shall be

subordinated to the extent required by an agreement binding on the

corporation on the date the indebtedness arises or if agreed to by

the person to whom the indebtedness is owed or, with respect to

indebtedness issued in a distribution, as provided by the

corporation.

(c)AAThe indebtedness described by Subsection (a) shall be

secured to the extent required by an agreement binding on the

corporation. (TBCA 2.38.E.)

Sec.A21.309.AARESERVES, DESIGNATIONS, AND ALLOCATIONS FROM

SURPLUS. (a) A corporation, by resolution of the board of directors

of the corporation, may:

(1)AAcreate a reserve out of the surplus of the

corporation; or

(2)AAdesignate or allocate in any manner a part or all

of the corporation ’s surplus for a proper purpose.

(b)AAA corporation may increase, decrease, or abolish a

reserve, designation, or allocation in the manner provided by

Subsection (a). (TBCA 4.13.)

Sec.A21.310.AAAUTHORITY FOR SHARE DIVIDENDS. The board of

directors of a corporation may authorize a share dividend and the

corporation may pay a share dividend subject to Section 21.311 and

any restriction in its certificate of formation. (TBCA 2.38-1.A.)

Sec.A21.311.AALIMITATIONS ON SHARE DIVIDENDS. A corporation
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may not pay a share dividend in authorized but unissued shares of

any class if:

(1)AAthe surplus of the corporation is less than the

amount required by Section 21.313 to be transferred to stated

capital at the time the share dividend is made; or

(2)AAthe share dividend will be made to a holder of

shares of any other class or series, unless:

(A)AAthe corporation ’s certificate of formation

provides for the dividend; or

(B)AAthe share dividend is authorized by the

holders of at least a majority of the outstanding shares of the

class or series in which the share dividend is to be made. (TBCA

2.38-1.B, E.)

Sec.A21.312.AAVALUE OF SHARES ISSUED AS SHARE DIVIDENDS. (a)

A share dividend payable in authorized but unissued shares with par

value shall be issued at the par value of the respective share.

(b)AAA share dividend payable in authorized but unissued

shares without par value shall be issued at the value set by the

board of directors when the share dividend is authorized. (TBCA

2.38-1.C (part), D (part).)

Sec.A21.313.AATRANSFER OF SURPLUS FOR SHARE DIVIDENDS. (a)

When a share dividend payable in authorized but unissued shares

with par value is made by a corporation, an amount of surplus

designated by the corporation’s board of directors that is not less

than the aggregate par value of the shares issued as a share

dividend shall be transferred to stated capital.

(b)AAWhen a share dividend payable in authorized but unissued
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shares without par value is made by a corporation, an amount of

surplus equal to the aggregate value set by the corporation ’s board

of directors with respect to shares under Section 21.312(b) shall

be transferred to stated capital. (TBCA 2.38-1.C (part), D (part).)

Sec.A21.314.AADETERMINATION OF SOLVENCY, NET ASSETS, STATED

CAPITAL, AND SURPLUS. (a) For purposes of this subchapter, the

determination of whether a corporation is or would be insolvent and

the determination of the value of a corporation ’s net assets,

stated capital, or surplus and each of the components of net assets,

stated capital, or surplus may be based on:

(1)AAfinancial statements of the corporation,

including financial statements that:

(A)AAinclude subsidiary corporations or other

corporations accounted for on a consolidated basis or on the equity

method of accounting; or

(B)AApresent the financial condition of the

corporation in accordance with generally accepted accounting

principles;

(2)AAfinancial statements prepared using the method of

accounting used to file the corporation ’s federal income tax return

or using any other accounting practices and principles that are

reasonable under the circumstances;

(3)AAfinancial information, including condensed or

summary financial statements, that is prepared on the same basis as

financial statements described by Subdivision (1) or (2);

(4)AAprojection, forecast, or other forward-looking

information relating to the future economic performance, financial

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

404



condition, or liquidity of the corporation that is reasonable under

the circumstances;

(5)AAa fair valuation or information from any other

method that is reasonable under the circumstances; or

(6)AAa combination of a statement, valuation, or

information authorized by this section.

(b)AASubsection (a) does not apply to the computation of the

Texas franchise tax or any other tax imposed on a corporation under

the laws of this state. (TBCA 2.38-3.)

Sec.A21.315.AADATE OF DETERMINATION OF SOLVENCY, NET ASSETS,

STATED CAPITAL, AND SURPLUS. (a) For purposes of this subchapter, a

determination of whether a corporation is or would be insolvent

after a distribution or share dividend or a determination of the

value of a corporation’s net assets, stated capital, or surplus, or

each component of net assets, stated capital, or surplus, shall be

made:

(1)AAon the date the distribution or share dividend is

authorized by the corporation ’s board of directors if the

distribution or share dividend is made not later than the 120th day

after the date of authorization; or

(2)AAif the distribution or share dividend is made more

than 120 days after the date of authorization:

(A)AAon the date designated by the corporation ’s

board of directors if the date so designated is not earlier than 120

days before the date the distribution or share dividend is made; or

(B)AAon the date the distribution or share

dividend is made if the corporation ’s board of directors does not
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designate a date as described in Paragraph (A).

(b)AAFor purposes of this section, a distribution that

involves:

(1)AAthe incurrence by a corporation of indebtedness or

a deferred payment obligation is considered to have been made on the

date the indebtedness or obligation is incurred; or

(2)AAa requirement in the corporation ’s certificate of

formation or other contract of the corporation to redeem, exchange,

or otherwise acquire any of its own shares is considered to have

been made either on the date when the provision or other contract is

made or takes effect or on the date when the shares to be redeemed,

exchanged, or acquired are redeemed, exchanged, or acquired, at the

option of the corporation. (TBCA 2.38-4.)

Sec.A21.316.AALIABILITY OF DIRECTORS FOR WRONGFUL

DISTRIBUTIONS. (a) Subject to Subsection (c), the directors of a

corporation who vote for or assent to a distribution by the

corporation that is prohibited by Section 21.303 are jointly and

severally liable to the corporation for the amount by which the

distribution exceeds the amount permitted by that section to be

distributed.

(b)AAA director is not liable for all or part of the excess

amount if a distribution of that amount would have been permitted by

Section 21.303 after the date the director authorized the

distribution.

(c)AAA director is not jointly and severally liable under

Subsection (a) if, in voting for or assenting to the distribution,

the director:

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

406



(1)AArelies in good faith and with ordinary care on:

(A)AAthe statements, valuations, or information

described by Section 21.314; or

(B)AAother information, opinions, reports, or

statements, including financial statements and other financial

data, concerning the corporation or another person that are

prepared or presented by:

(i)AAone or more officers or employees of the

corporation;

(ii)AAa legal counsel, public accountant,

investment banker, or other person relating to a matter the

director reasonably believes is within the person ’s professional or

expert competence; or

(iii) a committee of the board of directors

of which the director is not a member;

(2)AAacting in good faith and with ordinary care,

considers the assets of the corporation to be valued at least at

their book value; or

(3)AAin determining whether the corporation made

adequate provision for payment, satisfaction, or discharge of all

of the corporation ’s liabilities and obligations, as provided by

Sections 11.053 and 11.356, relies in good faith and with ordinary

care on financial statements of, or other information concerning, a

person who was or became contractually obligated to pay, satisfy,

or discharge some or all of the corporation ’s liabilities or

obligations.

(d)AAThe liability imposed under Subsection (a) is the only
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liability of a director to the corporation or its creditors for

authorizing a distribution that is prohibited by Section 21.303.

(e)AAThis section and Sections 21.317 and 21.318 do not limit

any liability imposed under Chapter 24, Business & Commerce Code,

or the United States Bankruptcy Code. (TBCA 2.41.A(1), C, G

(part).)

Sec.A21.317.AASTATUTE OF LIMITATIONS ON ACTION FOR WRONGFUL

DISTRIBUTION. An action may not be brought against a director of a

corporation under Section 21.316 after the second anniversary of

the date the alleged act giving rise to the liability occurred.

(TBCA 2.41.A(3).)

Sec.A21.318.AACONTRIBUTION FROM CERTAIN SHAREHOLDERS AND

DIRECTORS. (a) A director who is held liable for a claim asserted

under Section 21.316 is entitled to receive contributions from

shareholders who accepted or received the wrongful distribution

knowing that it was prohibited by Section 21.303 in proportion to

the amounts received by the shareholders.

(b)AAA director who is liable for a claim asserted under

Section 21.316 is entitled to receive contributions from each of

the other directors who are liable with respect to that claim in an

amount appropriate to achieve equity.

(c)AAThe liability provided by Subsection (a) is the only

liability of a shareholder to the corporation or a creditor of the

corporation for accepting or receiving a distribution by the

corporation that is prohibited by Section 21.303, except for any

liability under Chapter 24, Business & Commerce Code, or the United

States Bankruptcy Code. (TBCA 2.41.E, F, G (part).)
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[Sections 21.319-21.350 reserved for expansion]

SUBCHAPTER H. SHAREHOLDERS’ MEETINGS; VOTING AND QUORUM

Sec.A21.351.AAANNUAL MEETING. (a) An annual meeting of the

shareholders of a corporation shall be held at a time that is stated

in or set in accordance with the corporation ’s bylaws.

(b)AAOn the application of a shareholder who has previously

submitted a written request to the corporation that an annual

meeting be held, a court in the county in which the principal

executive office of the corporation is located may order a meeting

to be held if the annual meeting is not held or written consent

instead of the annual meeting is not executed within any 13-month

period, unless the meeting is not required to be held under Section

21.655.

(c)AAThe failure to hold an annual meeting at the designated

time does not result in the winding up or termination of the

corporation. (TBCA 2.24.B.)

Sec.A21.352.AASPECIAL MEETINGS. (a) A special meeting of the

shareholders of a corporation may be called by:

(1)AAthe president, the board of directors, or any

other person authorized to call special meetings by the certificate

of formation or bylaws of the corporation; or

(2)AAthe holders of the percentage of shares specified

in the certificate of formation, not to exceed 50 percent of the

shares entitled to vote or, if no percentage is specified, at least

10 percent of all of the shares of the corporation entitled to vote

at the proposed special meeting.

(b)AAUnless stated in or set in accordance with the bylaws,
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the record date for determining which shareholders of the

corporation are entitled to call a special meeting is the date the

first shareholder signs the notice of that meeting.

(c)AAOther than procedural matters, the only business that

may be conducted at a special meeting of the shareholders is

business that is within the purposes described in the notice

required by Section 21.353. (TBCA 2.24.C.)

Sec.A21.353.AANOTICE OF MEETING. (a) Except as provided by

Section 21.456, written notice of a meeting in accordance with

Section 6.051 shall be given to each shareholder entitled to vote at

the meeting not later than the 10th day and not earlier than the

60th day before the date of the meeting. Notice shall be given at

the direction of the president, secretary, or other person calling

the meeting.

(b)AAThe notice of a special meeting must contain a statement

regarding the purpose or purposes of the meeting. (TBCA 2.25.A.)

Sec.A21.354.AAINSPECTION OF VOTING LIST. (a) The list of

shareholders entitled to vote at the meeting prepared under Section

21.372 shall be:

(1)AAsubject to inspection by a shareholder during

regular business hours; and

(2)AAproduced and kept open at the meeting.

(b)AAThe original share transfer records are prima facie

evidence of which shareholders are entitled to inspect the list.

(TBCA 2.27.A (part).)

Sec.A21.355.AACLOSING OF SHARE TRANSFER RECORDS. Share

transfer records that are closed in accordance with Section 6.101
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for the purpose of determining which shareholders are entitled to

receive notice of a meeting of shareholders shall remain closed for

at least 10 days immediately preceding the date of the meeting.

(TBCA 2.26.B (part).)

Sec.A21.356.AARECORD DATE FOR WRITTEN CONSENT TO ACTION. The

record date provided in accordance with Section 6.102(a) may not be

more than 10 days after the date on which the board of directors

adopts the resolution setting the record date. (TBCA 2.26.C

(part).)

Sec.A21.357.AARECORD DATE FOR PURPOSE OTHER THAN WRITTEN

CONSENT TO ACTION. The record date provided by the directors in

accordance with Section 6.101 must be at least 10 days before the

date on which the particular action requiring the determination of

shareholders is to be taken. (TBCA 2.26.B (part).)

Sec.A21.358.AAQUORUM. (a) Subject to Subsection (b), the

holders of the majority of the shares entitled to vote at a meeting

of the shareholders of a corporation that are present or

represented by proxy at the meeting are a quorum for the

consideration of a matter to be presented at that meeting.

(b)AAThe certificate of formation of a corporation may

provide that a quorum is present only if:

(1)AAthe holders of a specified portion of the shares

that is greater than the majority of the shares entitled to vote are

represented at the meeting in person or by proxy; or

(2)AAthe holders of a specified portion of the shares

that is less than the majority but not less than one-third of the

shares entitled to vote are represented at the meeting in person or
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by proxy.

(c)AAUnless provided by the certificate of formation or

bylaws of the corporation, after a quorum is present at a meeting of

shareholders, the shareholders may conduct business properly

brought before the meeting until the meeting is adjourned. The

subsequent withdrawal from the meeting of a shareholder or the

refusal of a shareholder present at or represented by proxy at the

meeting to vote does not negate the presence of a quorum at the

meeting.

(d)AAUnless provided by the certificate of formation or

bylaws, the shareholders of the corporation at a meeting at which a

quorum is not present may adjourn the meeting until the time and to

the place as may be determined by a vote of the holders of the

majority of the shares who are present or represented by proxy at

the meeting. (TBCA 2.28.A.)

Sec.A21.359.AAVOTING IN ELECTION OF DIRECTORS. (a) Subject

to Subsection (b), directors of a corporation shall be elected by a

plurality of the votes cast by the holders of shares entitled to

vote in the election of directors at a meeting of shareholders at

which a quorum is present.

(b)AAThe certificate of formation or bylaws of a corporation

may provide that a director of a corporation shall be elected only

if the director receives:

(1)AAthe vote of the holders of a specified portion, but

not less than the majority, of the shares entitled to vote in the

election of directors;

(2)AAthe vote of the holders of a specified portion, but
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not less than the majority, of the shares entitled to vote in the

election of directors and represented in person or by proxy at a

meeting of shareholders at which a quorum is present; or

(3)AAthe vote of the holders of a specified portion, but

not less than the majority, of the votes cast by the holders of

shares entitled to vote in the election of directors at a meeting of

shareholders at which a quorum is present. (TBCA 2.28.C.)

Sec.A21.360.AANO CUMULATIVE VOTING RIGHT UNLESS AUTHORIZED.

Except as provided by Section 21.361 or 21.362, a shareholder does

not have the right to cumulate the shareholder ’s vote in the

election of directors. (New.)

Sec.A21.361.AACUMULATIVE VOTING IN ELECTION OF DIRECTORS.

(a) If expressly authorized by a corporation’s certificate of

formation in general or with respect to a specified class or series

of shares or group of classes or series of shares and subject to

Subsections (b) and (c), at each election of directors of the

corporation each shareholder entitled to vote at the election is

entitled to:

(1)AAvote the number of shares owned by the shareholder

for as many candidates as there are directors to be elected and for

whose election the shareholder is entitled to vote; or

(2)AAcumulate votes by:

(A)AAgiving one candidate as many votes as the

total of the number of the directors to be elected multiplied by the

shareholder’s shares; or

(B)AAdistributing the votes among one or more

candidates using the same principle.
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(b)AACumulative voting permitted by the certificate of

formation is permitted only in an election of directors in which a

shareholder who intends to cumulate votes has given written notice

of that intention to the secretary of the corporation on or before

the day preceding the date of the election at which the shareholder

intends to cumulate votes.

(c)AAAll shareholders entitled to vote cumulatively may

cumulate their votes if a shareholder gives the notice required by

Subsection (b). (TBCA 2.29.D.)

Sec.A21.362.AACUMULATIVE VOTING RIGHT IN CERTAIN

CORPORATIONS. Except as provided by the corporation ’s certificate

of formation, a shareholder of a corporation incorporated before

the effective date of this code has the right to cumulatively vote

the number of shares the shareholder owns in the election of

directors to the extent permitted and in the manner provided by

Section 21.361. A corporation may limit or deny a shareholder’s

right to cumulatively vote shares at any time after the effective

date of this code by amending its certificate of formation. (New.)

Sec.A21.363.AAVOTING ON MATTERS OTHER THAN ELECTION OF

DIRECTORS. (a) Subject to Subsection (b), with respect to a matter

other than the election of directors or a matter for which the

affirmative vote of the holders of a specified portion of the shares

entitled to vote is required by this code, the affirmative vote of

the holders of the majority of the shares entitled to vote on, and

who voted for, against, or expressly abstained with respect to, the

matter at a shareholders ’ meeting of a corporation at which a quorum

is present is the act of the shareholders.
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(b)AAWith respect to a matter other than the election of

directors or a matter for which the affirmative vote of the holders

of a specified portion of the shares entitled to vote is required by

this code, the certificate of formation or bylaws of a corporation

may provide that the act of the shareholders of the corporation is:

(1)AAthe affirmative vote of the holders of a specified

portion, but not less than the majority, of the shares entitled to

vote on that matter;

(2)AAthe affirmative vote of the holders of a specified

portion, but not less than the majority, of the shares entitled to

vote on that matter and represented in person or by proxy at a

shareholders’ meeting at which a quorum is present;

(3)AAthe affirmative vote of the holders of a specified

portion, but not less than the majority, of the shares entitled to

vote on, and who voted for or against, the matter at a shareholders ’

meeting at which a quorum is present; or

(4)AAthe affirmative vote of the holders of a specified

portion, but not less than the majority, of the shares entitled to

vote on, and who voted for, against, or expressly abstained with

respect to, the matter at a shareholders ’ meeting at which a quorum

is present. (TBCA 2.28.B.)

Sec.A21.364.AAVOTE REQUIRED TO APPROVE FUNDAMENTAL ACTION.

(a) In this section, a "fundamental action" means:

(1)AAan amendment of a certificate of formation;

(2)AAa voluntary winding up under Chapter 11;

(3)AAa revocation of a voluntary decision to wind up

under Section 11.151;
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(4)AAa cancellation of an event requiring winding up

under Section 11.152; or

(5)AAa reinstatement under Section 11.202.

(b)AAExcept as otherwise provided by this code or the

certificate of formation or bylaws of a corporation in accordance

with Section 21.363, the vote required for approval of a

fundamental action by the shareholders is the affirmative vote of

the holders of at least two-thirds of the outstanding shares

entitled to vote on the fundamental action.

(c)AAIf a class or series of shares is entitled to vote as a

class or series on a fundamental action, the vote required for

approval of the action by the shareholders is the affirmative vote

of the holders of at least two-thirds of the outstanding shares in

each class or series of shares entitled to vote on the action as a

class or series and at least two-thirds of the outstanding shares

otherwise entitled to vote on the action. Shares entitled to vote

as a class or series shall be entitled to vote only as a class or

series unless otherwise entitled to vote on each matter submitted

to the shareholders generally or otherwise provided by the

certificate of formation.

(d)AAUnless an amendment to the certificate of formation is

undertaken by the board of directors under Section 21.155, separate

voting by a class or series of shares of a corporation is required

for approval of an amendment to the certificate of formation that

would result in:

(1)AAthe increase or decrease of the aggregate number

of authorized shares of the class or series;
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(2)AAthe increase or decrease of the par value of the

shares of the class or series, including changing shares with par

value into shares without par value or changing shares without par

value into shares with par value;

(3)AAeffecting an exchange, reclassification, or

cancellation of all or part of the shares of the class or series;

(4)AAeffecting an exchange or creating a right of

exchange of all or part of the shares of another class or series

into the shares of the class or series;

(5)AAthe change of the designations, preferences,

limitations, or relative rights of the shares of the class or

series;

(6)AAthe change of the shares of the class or series,

with or without par value, into the same or a different number of

shares, with or without par value, of the same class or series or

another class or series;

(7)AAthe creation of a new class or series of shares

with rights and preferences equal, prior, or superior to the shares

of the class or series;

(8)AAincreasing the rights and preferences of a class

or series with rights and preferences equal, prior, or superior to

the shares of the class or series;

(9)AAincreasing the rights and preferences of a class

or series with rights or preferences later or inferior to the shares

of the class or series in such a manner that the rights or

preferences will be equal, prior, or superior to the shares of the

class or series;

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

417



(10)AAdividing the shares of the class into series and

setting and determining the designation of the series and the

variations in the relative rights and preferences between the

shares of the series;

(11)AAthe limitation or denial of existing preemptive

rights or cumulative voting rights of the shares of the class or

series;

(12)AAcanceling or otherwise affecting the dividends on

the shares of the class or series that have accrued but have not

been declared; or

(13)AAthe inclusion or deletion from the certificate of

formation of provisions required or permitted to be included in the

certificate of formation of a close corporation under Subchapter O.

(e)AAThe vote required under Subsection (d) by a class or

series of shares of a corporation is required notwithstanding that

shares of that class or series do not otherwise have a right to vote

under the certificate of formation.

(f)AAUnless otherwise provided by the certificate of

formation, if the holders of the outstanding shares of a class that

is divided into series are entitled to vote as a class on a proposed

amendment that would affect equally all series of the class, other

than a series in which no shares are outstanding or a series that is

not affected by the amendment, the holders of the separate series

are not entitled to separate class votes.

(g)AAUnless otherwise provided by the certificate of

formation, a proposed amendment to the certificate of formation

that would solely effect changes in the designations, preferences,
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limitations, or relative rights, including voting rights, of one or

more series of shares of the corporation that have been established

under the authority granted to the board of directors in the

certificate of formation in accordance with Section 21.155 does not

require the approval of the holders of the outstanding shares of a

class or series other than the affected series if, after giving

effect to the amendment:

(1)AAthe preferences, limitations, or relative rights

of the affected series may be set and determined by the board of

directors with respect to the establishment of a new series of

shares under the authority granted to the board of directors in the

certificate of formation in accordance with Section 21.155; or

(2)AAany new series established as a result of a

reclassification of the affected series are within the preferences,

limitations, and relative rights that are described by Subdivision

(1). (TBCA 4.02.A (part), 4.03, 6.03.A (part), 6.05.A (part).)

Sec.A21.365.AACHANGES IN VOTE REQUIRED FOR CERTAIN MATTERS.

(a) With respect to a matter for which the affirmative vote of the

holders of a specified portion of the shares entitled to vote is

required by this code, the certificate of formation of a

corporation may provide that the affirmative vote of the holders of

a specified portion, but not less than the majority, of the shares

entitled to vote on that matter is required for shareholder action

on that matter.

(b)AAWith respect to a matter for which the affirmative vote

of the holders of a specified portion of the shares of a class or

series is required by this code, the certificate of formation may
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provide that the affirmative vote of the holders of a specified

portion, but not less than the majority, of the shares of that class

or series is required for action of the holders of shares of that

class or series on that matter.

(c)AAIf a provision of the certificate of formation provides

that the affirmative vote of the holders of a specified portion that

is greater than the majority of the shares entitled to vote on a

matter is required for shareholder action on that matter, the

provision may not be amended, directly or indirectly, without the

same affirmative vote unless otherwise provided by the certificate

of formation.

(d)AAIf a provision of the certificate of formation provides

that the affirmative vote of the holders of a specified portion that

is greater than the majority of the shares of a class or series is

required for shareholder action on a matter, the provision may not

be amended, directly or indirectly, without the same affirmative

vote unless otherwise provided by the certificate of formation.

(TBCA 2.28.D.)

Sec.A21.366.AANUMBER OF VOTES PER SHARE. (a) Except as

provided by the certificate of formation of a corporation or this

code, each outstanding share, regardless of class, shall be

entitled to one vote on each matter submitted to a vote at a

shareholders’ meeting.

(b)AAIf the certificate of formation provides for more or

less than one vote per share on a matter for all of the outstanding

shares or for the shares of a class or series, each reference in

this code or in the certificate of formation or bylaws, unless
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expressly stated otherwise, to a specified portion of the shares

with respect to that matter refers to the portion of the votes

entitled to be cast with respect to those shares under the

certificate of formation. (TBCA 2.29.A.)

Sec.A21.367.AAVOTING IN PERSON OR BY PROXY. (a) A

shareholder may vote in person or by proxy executed in writing by

the shareholder.

(b)AAA telegram, telex, cablegram, or other form of

electronic transmission, including telephonic transmission, by the

shareholder, or a photographic, photostatic, facsimile, or similar

reproduction of a writing executed by the shareholder, is

considered an execution in writing for purposes of this section.

Any electronic transmission must contain or be accompanied by

information from which it can be determined that the transmission

was authorized by the shareholder. (TBCA 2.29.C (part); New.)

Sec.A21.368.AATERM OF PROXY. A proxy is not valid after 11

months after the date the proxy is executed unless otherwise

provided by the proxy. (TBCA 2.29.C (part).)

Sec.A21.369.AAREVOCABILITY OF PROXY. (a) In this section, a

"proxy coupled with an interest" includes the appointment as proxy

of:

(1)AAa pledgee;

(2)AAa person who purchased or agreed to purchase the

shares subject to the proxy;

(3)AAa person who owns or holds an option to purchase

the shares subject to the proxy;

(4)AAa creditor of the corporation who extended the
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corporation credit under terms requiring the appointment;

(5)AAan employee of the corporation whose employment

contract requires the appointment; or

(6)AAa party to a voting agreement created under

Section 6.252 or a shareholders ’ agreement created under Section

21.101.

(b)AAA proxy is revocable unless:

(1)AAthe proxy form conspicuously states that the proxy

is irrevocable; and

(2)AAthe proxy is coupled with an interest. (TBCA

2.29.C (part).)

Sec.A21.370.AAENFORCEABILITY OF PROXY. (a) An irrevocable

proxy is specifically enforceable against the holder of shares or

any successor or transferee of the holder if:

(1)AAthe proxy is noted conspicuously on the

certificate representing the shares subject to the proxy; or

(2)AAin the case of uncertificated shares, notation of

the proxy is contained in the notice sent under Section 3.205 with

respect to the shares subject to the proxy.

(b)AAAn irrevocable proxy that is otherwise enforceable is

ineffective against a transferee for value without actual knowledge

of the existence of the irrevocable proxy at the time of the

transfer or against a subsequent transferee, regardless of whether

the transfer is for value, unless the proxy is:

(1)AAnoted conspicuously on the certificate

representing the shares subject to the proxy; or

(2)AAin the case of uncertificated shares, notation of
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the proxy is contained in the notice sent under Section 3.205 with

respect to the shares subject to the proxy.

(c)AAAn irrevocable proxy shall be specifically enforceable

against a person who is not a transferee for value from the time the

person acquires actual knowledge of the existence of the

irrevocable proxy. (TBCA 2.29.C (part).)

Sec.A21.371.AAPROCEDURES IN BYLAWS RELATING TO PROXIES. A

corporation may establish in the corporation ’s bylaws procedures

consistent with this code for determining the validity of proxies

and determining whether shares that are held of record by a bank,

broker, or other nominee are represented at a meeting of

shareholders. The procedures may incorporate rules of and

determinations made by a stock exchange or self-regulatory

organization regulating the corporation or that bank, broker, or

other nominee. (TBCA 2.28.E.)

Sec.A21.372.AASHAREHOLDER MEETING LIST. (a) Not later than

the 11th day before the date of each meeting of the shareholders of

a corporation, an officer or agent of the corporation who is in

charge of the corporation’s shareholder records shall prepare an

alphabetical list of the shareholders entitled to vote at the

meeting or at any adjournment of the meeting. The list of

shareholders must:

(1)AAstate:

(A)AAthe address of each shareholder;

(B)AAthe type of shares held by each shareholder;

(C)AAthe number of shares held by each

shareholder; and
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(D)AAthe number of votes that each shareholder is

entitled to if the number of votes is different from the number of

shares stated under Paragraph (C); and

(2)AAbe kept on file at the registered office or

principal executive office of the corporation for at least 10 days

before the date of the meeting.

(b)AAThe original share transfer records of the corporation

are prima facie evidence of the shareholders of the corporation

entitled to vote at the meeting.

(c)AAFailure to comply with this section does not affect the

validity of any action taken at a meeting of the shareholders of the

corporation. (TBCA 2.27.A, B.)

[Sections 21.373-21.400 reserved for expansion]

SUBCHAPTER I. BOARD OF DIRECTORS

Sec.A21.401.AAMANAGEMENT BY BOARD OF DIRECTORS. (a) Except

as provided by Section 21.101 or Subchapter O, the board of

directors of a corporation shall:

(1)AAexercise or authorize the exercise of the powers

of the corporation; and

(2)AAdirect the management of the business and affairs

of the corporation.

(b)AAIn discharging the duties of director under this code or

otherwise and in considering the best interests of the corporation,

a director may consider the long-term and short-term interests of

the corporation and the shareholders of the corporation, including

the possibility that those interests may be best served by the

continued independence of the corporation. (TBCA 2.31 (part),
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13.06.)

Sec.A21.402.AABOARD MEMBER ELIGIBILITY REQUIREMENTS. Unless

the certificate of formation or bylaws of a corporation provide

otherwise, a person is not required to be a resident of this state

or a shareholder of the corporation to serve as a director. The

certificate of formation or bylaws may prescribe other

qualifications for directors. (TBCA 2.31 (part).)

Sec.A21.403.AANUMBER OF DIRECTORS. (a) The board of

directors of a corporation may consist of one or more directors.

(b)AAIf the corporation is to be managed by a board of

directors, the number of directors shall be set by, or in the manner

provided by, the certificate of formation or bylaws of the

corporation, except that the number of directors on the initial

board of directors must be set by the certificate of formation.

(c)AAThe number of directors may be increased or decreased by

amendment to, or as provided by, the certificate of formation or

bylaws. A decrease in the number of directors may not shorten the

term of an incumbent director.

(d)AAIf the certificate of formation or bylaws do not set the

number constituting the board of directors or provide for the

manner in which the number of directors must be determined, the

number of directors is the same as the number constituting the

initial board of directors as set by the certificate of formation.

(TBCA 2.32.A (part).)

Sec.A21.404.AADESIGNATION OF INITIAL BOARD OF DIRECTORS. If

the corporation is to be managed by a board of directors, the

certificate of formation of a corporation must state the names and
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addresses of the persons constituting the initial board of

directors of the corporation. (TBCA 2.32.A (part).)

Sec.A21.405.AAELECTION OF BOARD OF DIRECTORS. (a) At the

first annual meeting of shareholders of a corporation and at each

subsequent annual meeting of shareholders, the holders of shares

entitled to vote in the election of directors shall elect directors

for the term provided under Section 21.407, except as provided by

Section 21.408.

(b)AAA corporation ’s certificate of formation may provide

that the holders of a class or series of shares or a group of classes

or series of shares are entitled to elect one or more directors of

the corporation. (TBCA 2.32.A (part), B (part).)

Sec.A21.406.AASPECIAL VOTING RIGHTS OF DIRECTORS. (a) The

certificate of formation of a corporation may provide that

directors elected by the holders of a class or series of shares or

by a group of classes or series of shares entitled to elect one or

more directors, as provided by Section 21.405, are entitled to cast

more or less than one vote on specified matters.

(b)AAUnless expressly stated otherwise, each reference in

this code or in a corporation ’s certificate of formation or bylaws

to a specified portion of the directors means the portion of the

votes entitled to be cast by the directors to which the reference

applies. (TBCA 2.32.B (part).)

Sec.A21.407.AATERM OF OFFICE. Unless otherwise provided by

this subchapter or removed in accordance with Section 21.409, the

term of office of a director extends from the date the director is

elected and qualified or named in the corporation ’s certificate of
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formation until the next annual meeting of shareholders and until

the director ’s successor is elected and qualified. (TBCA 2.32.A

(part), B (part).)

Sec.A21.408.AASPECIAL TERMS OF OFFICE. (a) The certificate

of formation or bylaws of a corporation may provide that all or some

of the board of directors may be divided into two or three classes

that shall include the same or a similar number of directors as each

other class and that have staggered terms of office.

(b)AAThe terms of office of the initial directors

constituting the first class expire at the first annual meeting of

shareholders after the election of those directors. The terms of

office of the initial directors constituting the second class

expire at the second annual meeting of shareholders after election

of those directors. The terms of office of the initial directors

constituting the third class, if any, expire at the third annual

meeting of shareholders after election of those directors.

(c)AAIf the certificate of formation or bylaws provide for

staggered terms of directors, the shareholders, at each annual

meeting, shall elect a number of directors equal to the number of

the class of directors whose terms expire at the time of the

meeting. The directors elected at an annual meeting shall hold

office until the second succeeding annual meeting, if there are two

classes, or until the third succeeding annual meeting, if there are

three classes.

(d)AAUnless provided by the certificate of formation or a

bylaw adopted by the shareholders, staggered terms for directors

must be effected at a meeting of shareholders at which directors are
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elected. Staggered terms for directors may not be effected if any

shareholder has the right to cumulate votes for the election of

directors and the board of directors consists of fewer than nine

members.

(e)AADirectors elected by the holders of a class or series of

shares or a group of classes or series of shares in accordance with

the certificate of formation shall hold office for the terms

specified by the certificate of formation. (TBCA 2.32.B (part),

2.33.)

Sec.A21.409.AAREMOVAL OF DIRECTORS. (a) Except as otherwise

provided by the certificate of formation or bylaws of a corporation

or this subchapter, the shareholders of the corporation may remove

a director or the entire board of directors of the corporation, with

or without cause, at a meeting called for that purpose, by a vote of

the holders of a specified portion, but not less than the majority,

of the shares entitled to vote at an election of directors.

(b)AAIf the certificate of formation entitles the holders of

a class or series of shares or a group of classes or series of shares

to elect one or more directors, only the holders of shares of that

class, series, or group may vote on the removal of a director

elected by the holders of shares of that class, series, or group.

(c)AAIf the certificate of formation permits cumulative

voting and less than the entire board is to be removed, a director

may not be removed if the votes cast against the removal would be

sufficient to elect the director if cumulatively voted at an

election of the entire board of directors, or if there are classes

of directors, at an election of the class of directors of which the
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director is a part.

(d)AAIn the case of a corporation the directors of which

serve staggered terms, a director may not be removed except for

cause unless the certificate of formation provides otherwise.

(TBCA 2.32.C.)

Sec.A21.410.AAVACANCY. (a) A vacancy occurring in the

initial board of directors before the issuance of shares may be

filled by the affirmative vote or written consent of the majority of

the organizers or by the affirmative vote of the majority of the

remaining directors, even if the majority of the remaining

directors constitutes less than a quorum of the board of directors.

(b)AAExcept as provided by Subsection (e), a vacancy

occurring in the board of directors after the issuance of shares may

be filled by election at an annual or special meeting of

shareholders called for that purpose or by the affirmative vote of

the majority of the remaining directors, even if the majority of

directors constitutes less than a quorum of the board of directors.

(c)AAThe term of a director elected to fill a vacancy

occurring in the board of directors, including the initial

directors, is the unexpired term of the director’s predecessor in

office.

(d)AAExcept as provided by Subsection (e), a vacancy to be

filled because of an increase in the number of directors may be

filled by election at an annual or special meeting of shareholders

called for that purpose or by the board of directors for a term of

office continuing only until the next election of one or more

directors by the shareholders. During a period between two
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successive annual meetings of shareholders, the board of directors

may not fill more than two vacancies created by an increase in the

number of directors.

(e)AAUnless otherwise authorized by a corporation’s

certificate of formation, a vacancy or a newly created vacancy in a

director position that the certificate of formation entitles the

holders of a class or series of shares or group of classes or series

of shares to elect may be filled only:

(1)AAby the affirmative vote of the majority of the

directors then in office elected by the class, series, or group;

(2)AAby the sole remaining director elected in that

manner; or

(3)AAby the affirmative vote of the holders of the

outstanding shares of the class, series, or group. (TBCA 2.34.)

Sec.A21.411.AANOTICE OF MEETING. (a) Regular meetings of the

board of directors of a corporation may be held with or without

notice as prescribed by the corporation ’s bylaws.

(b)AASpecial meetings of the board of directors shall be held

with notice as prescribed by the bylaws.

(c)AAA notice of a board meeting is not required to specify

the business to be transacted at the meeting or the purpose of the

meeting, unless required by the bylaws. (TBCA 2.37.B (part).)

Sec.A21.412.AAWAIVER OF NOTICE. (a) If the bylaws of a

corporation require notice of a meeting to be given to a director, a

written waiver of the notice signed by the director entitled to the

notice, before or after the meeting, is equivalent to the giving of

the notice.
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(b)AAThe attendance of a director at a board meeting

constitutes a waiver of notice of the meeting, unless the director

attends the meeting for the express purpose of objecting to the

transaction of business at the meeting because the meeting has not

been lawfully called or convened.

(c)AAA waiver of notice of a board meeting is not required to

specify the business to be transacted at the meeting or the purpose

of the meeting, unless required by the bylaws. (TBCA 2.37.B

(part).)

Sec.A21.413.AAQUORUM. (a) A quorum of the board of directors

is the majority of the number of directors set or established in the

manner provided by the certificate of formation or bylaws of a

corporation unless the laws of this state, the certificate of

formation, or the bylaws require a different number or portion.

(b)AANeither the certificate of formation nor the bylaws may

provide that less than one-third of the number of directors

constitutes a quorum. (TBCA 2.35 (part).)

Sec.A21.414.AADISSENT TO ACTION. (a) A director of a

corporation who is present at a meeting of the board of directors at

which action has been taken is presumed to have assented to the

action taken unless:

(1)AAthe director’s dissent has been entered in the

minutes of the meeting;

(2)AAthe director has filed a written dissent to the

action with the person acting as the secretary of the meeting before

the meeting is adjourned; or

(3)AAthe director has sent a written dissent by
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registered mail to the secretary of the corporation immediately

after the meeting has been adjourned.

(b)AAA director who voted in favor of an action may not

dissent to the action. (TBCA 2.41.B.)

Sec.A21.415.AAACTION BY DIRECTORS. (a) The act of a majority

of the directors present at a meeting at which a quorum is present

is the act of the board of directors of a corporation, unless the

act of a greater number is required by the certificate of formation

or bylaws of the corporation or by this code.

(b)AAUnless otherwise provided by the certificate of

formation or bylaws, a written consent stating the action taken and

signed by all members of the board of directors is also an act of the

board of directors. (TBCA 2.35 (part), 9.10.B (part).)

Sec.A21.416.AACOMMITTEES OF BOARD OF DIRECTORS. (a) If

authorized by the certificate of formation or bylaws of a

corporation, the board of directors of the corporation, by

resolution adopted by the majority of the entire board of

directors, may designate:

(1)AAcommittees composed of one or more directors; or

(2)AAdirectors as alternate members of committees to

replace absent or disqualified committee members at a committee

meeting, subject to any limitations imposed by the board of

directors.

(b)AATo the extent provided by the resolution designating a

committee or the certificate of formation or bylaws and subject to

Subsection (c), the committee has the authority of the board of

directors.
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(c)AAA committee of the board of directors may not:

(1)AAamend the certificate of formation, except to:

(A)AAestablish series of shares;

(B)AAincrease or decrease the number of shares in

a series; or

(C)AAeliminate a series of shares as authorized by

Section 21.155;

(2)AApropose a reduction of stated capital under

Sections 21.253 and 21.254;

(3)AAapprove a plan of merger, share exchange, or

conversion of the corporation;

(4)AArecommend to shareholders the sale, lease, or

exchange of all or substantially all of the property and assets of

the corporation not made in the usual and regular course of its

business;

(5)AArecommend to the shareholders a voluntary winding

up and termination or a revocation of a voluntary winding up and

termination;

(6)AAamend, alter, or repeal the bylaws or adopt new

bylaws;

(7)AAfill vacancies on the board of directors;

(8)AAfill vacancies on or designate alternate members

of a committee of the board of directors;

(9)AAfill a vacancy to be filled because of an increase

in the number of directors;

(10)AAelect or remove officers of the corporation or

members or alternate members of a committee of the board of
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directors;

(11)AAset the compensation of the members or alternate

members of a committee of the board of directors; or

(12)AAalter or repeal a resolution of the board of

directors that states that it may not be amended or repealed by a

committee of the board of directors.

(d)AAA committee of the board of directors may authorize a

distribution or the issuance of shares if authorized by the

resolution designating the committee or the certificate of

formation or bylaws.

(e)AAThe board of directors may remove a member of a

committee appointed by the board if the board determines the

removal is in the best interests of the corporation. The removal of

the member is without prejudice to any contract rights of the person

removed. Appointment of a member of a committee does not create

contract rights.

(f)AAThe designation and delegation of authority to a

committee of the board of directors does not relieve the board of

directors or a director of responsibility imposed by law. (TBCA

2.36, 9.10.B.)

Sec.A21.417.AAELECTION OF OFFICERS. The board of directors

of a corporation shall elect a president and a secretary at the time

and in the manner prescribed by the corporation’s bylaws. Other

officers, including assistant officers and agents as deemed

necessary, may be elected in accordance with Section 3.103. (TBCA

2.42.A (part).)

Sec.A21.418.AACONTRACTS OR TRANSACTIONS INVOLVING
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INTERESTED DIRECTORS AND OFFICERS. (a) This section applies only

to a contract or transaction between a corporation and:

(1)AAone or more of the corporation’s directors or

officers; or

(2)AAan entity or other organization in which one or

more of the corporation’s directors or officers:

(A)AAis a managerial official; or

(B)AAhas a financial interest.

(b)AAAn otherwise valid contract or transaction is valid

notwithstanding that a director or officer of the corporation is

present at or participates in the meeting of the board of directors,

or of a committee of the board that authorizes the contract or

transaction, or votes to authorize the contract or transaction, if:

(1)AAthe material facts as to the relationship or

interest and as to the contract or transaction are disclosed to or

known by:

(A)AAthe corporation’s board of directors or a

committee of the board of directors and the board of directors or

committee in good faith authorizes the contract or transaction by

the affirmative vote of the majority of the disinterested directors

or committee members, regardless of whether the disinterested

directors or committee members constitute a quorum; or

(B)AAthe shareholders entitled to vote on the

authorization of the contract or transaction, and the contract or

transaction is specifically approved in good faith by a vote of the

shareholders; or

(2)AAthe contract or transaction is fair to the
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corporation when the contract or transaction is authorized,

approved, or ratified by the board of directors, a committee of the

board of directors, or the shareholders.

(c)AACommon or interested directors of a corporation may be

included in determining the presence of a quorum at a meeting of the

corporation’s board of directors, or a committee of the board of

directors, that authorizes the contract or transaction. (TBCA

2.35-1.)

[Sections 21.419-21.450 reserved for expansion]

SUBCHAPTER J. FUNDAMENTAL BUSINESS TRANSACTIONS

Sec.A21.451.AADEFINITIONS. In this subchapter:

(1)AA"Participating shares" means shares that entitle

the holders of the shares to participate without limitation in

distributions.

(2)AA"Sale of all or substantially all of the assets"

means the sale, lease, exchange, or other disposition, other than a

pledge, mortgage, deed of trust, or trust indenture unless

otherwise provided by the certificate of formation, of all or

substantially all of the property and assets of a domestic

corporation that is not made in the usual and regular course of the

corporation’s business without regard to whether the disposition is

made with the goodwill of the business. The term does not include a

transaction that results in the corporation directly or indirectly:

(A)AAcontinuing to engage in one or more

businesses; or

(B)AAapplying a portion of the consideration

received in connection with the transaction to the conduct of a
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business that the corporation engages in after the transaction.

(3)AA"Shares" includes a receipt or other instrument

issued by a depository representing an interest in one or more

shares or fractions of shares of a domestic or foreign corporation

that are deposited with the depository.

(4)AA"Voting shares" means shares that entitle the

holders of the shares to vote unconditionally in elections of

directors. (TBCA 5.03.I(3), (5), (6), 5.09.A (part), B.)

Sec.A21.452.AAAPPROVAL OF MERGER. (a) A corporation that is

a party to the merger under Chapter 10 must approve the merger by

complying with this section.

(b)AAThe board of directors of the corporation shall adopt a

resolution that:

(1)AAapproves the plan of merger; and

(2)AAif shareholder approval of the merger is required

by this subchapter:

(A)AArecommends that the plan of merger be

approved by the shareholders of the corporation; or

(B)AAdirects that the plan of merger be submitted

to the shareholders for approval without recommendation if the

board of directors determines for any reason not to recommend

approval of the plan of merger.

(c)AAExcept as otherwise provided by this subchapter or

Chapter 10, the plan of merger shall be submitted to the

shareholders of the corporation for approval as provided by this

subchapter. The board of directors may place conditions on the

submission of the plan of merger to the shareholders.
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(d)AAIf the board of directors approves a plan of merger

required to be approved by the shareholders of the corporation but

does not adopt a resolution recommending that the plan of merger be

approved by the shareholders, the board of directors shall

communicate to the shareholders the reason for the board ’s

determination to submit the plan of merger without a

recommendation.

(e)AAExcept as provided by Chapter 10 or Sections

21.457-21.459, the shareholders of the corporation shall approve

the plan of merger as provided by this subchapter. (TBCA 5.03.A

(part), B (part), C.)

Sec.A21.453.AAAPPROVAL OF CONVERSION. (a) A corporation

must approve a conversion under Chapter 10 by complying with this

section.

(b)AAThe board of directors of the corporation shall adopt a

resolution that approves the plan of conversion and:

(1)AArecommends that the plan of conversion be approved

by the shareholders of the corporation; or

(2)AAdirects that the plan of conversion be submitted

to the shareholders for approval without recommendation if the

board of directors determines for any reason not to recommend

approval of the plan of conversion.

(c)AAThe plan of conversion shall be submitted to the

shareholders of the corporation for approval as provided by this

subchapter. The board of directors may place conditions on the

submission of the plan of conversion to the shareholders.

(d)AAIf the board of directors approves a plan of conversion
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but does not adopt a resolution recommending that the plan of

conversion be approved by the shareholders of the corporation, the

board of directors shall communicate to the shareholders the reason

for the board’s determination to submit the plan of conversion

without a recommendation.

(e)AAExcept as provided by Sections 21.457-21.459, the

shareholders of the corporation shall approve the plan of

conversion as provided by this subchapter. (TBCA 5.03.B, C, 5.17.A

(part).)

Sec.A21.454.AAAPPROVAL OF EXCHANGE. (a) A corporation the

shares of which are to be acquired in an exchange under Chapter 10

must approve the exchange by complying with this section.

(b)AAThe board of directors shall adopt a resolution that

approves the plan of exchange and:

(1)AArecommends that the plan of exchange be approved

by the shareholders of the corporation; or

(2)AAdirects that the plan of exchange be submitted to

the shareholders for approval without recommendation if the board

of directors determines for any reason not to recommend approval of

the plan of exchange.

(c)AAThe plan of exchange shall be submitted to the

shareholders of the corporation for approval as provided by this

subchapter. The board of directors may place conditions on the

submission of the plan of exchange to the shareholders.

(d)AAIf the board of directors approves a plan of exchange

but does not adopt a resolution recommending that the plan of

exchange be approved by the shareholders of the corporation, the
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board of directors shall communicate to the shareholders the reason

for the board’s determination to submit the plan of exchange to

shareholders without a recommendation.

(e)AAExcept as provided by Sections 21.457-21.459, the

shareholders of the corporation shall approve the plan of exchange

as provided by this subchapter. (TBCA 5.02.A (part), 5.03.B (part),

C (part).)

Sec.A21.455.AAAPPROVAL OF SALE OF ALL OR SUBSTANTIALLY ALL OF

ASSETS. (a) Except as provided by the certificate of formation of a

domestic corporation, a sale, lease, pledge, mortgage, assignment,

transfer, or other conveyance of an interest in real property or

other assets of the corporation does not require the approval or

consent of the shareholders of the corporation unless the

transaction constitutes a sale of all or substantially all of the

assets of the corporation.

(b)AAA corporation must approve the sale of all or

substantially all of its assets by complying with this section.

(c)AAThe board of directors of the corporation shall adopt a

resolution that approves the sale of all or substantially all of the

assets of the corporation and:

(1)AArecommends that the sale of all or substantially

all of the assets of the corporation be approved by the shareholders

of the corporation; or

(2)AAdirects that the sale of all or substantially all

of the assets of the corporation be submitted to the shareholders

for approval without recommendation if the board of directors

determines for any reason not to recommend approval of the sale.
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(d)AAThe resolution proposing the sale of all or

substantially all of the assets of the corporation shall be

submitted to the shareholders of the corporation for approval as

provided by this subchapter. The board of directors may place

conditions on the submission of the proposed sale to the

shareholders.

(e)AAIf the board of directors approves the sale of all or

substantially all of the assets of the corporation but does not

adopt a resolution recommending that the proposed sale be approved

by the shareholders of the corporation, the board of directors

shall communicate to the shareholders the reason for the board ’s

determination to submit the proposed sale to shareholders without a

recommendation.

(f)AAThe shareholders of the corporation shall approve the

sale of all or substantially all of the assets of the corporation as

provided by this subchapter. After the approval of the sale by the

shareholders, the board of directors may abandon the sale of all or

substantially all of the assets of the corporation, subject to the

rights of a third party under a contract relating to the assets,

without further action or approval by the shareholders. (TBCA

5.09.A (part), 5.10.A (part).)

Sec.A21.456.AAGENERAL PROCEDURE FOR SUBMISSION TO

SHAREHOLDERS OF FUNDAMENTAL BUSINESS TRANSACTION. (a) If a

fundamental business transaction involving a corporation is

required to be submitted to the shareholders of the corporation

under this subchapter, the corporation shall notify each

shareholder of the corporation that the fundamental business
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transaction is being submitted to the shareholders for approval at

a meeting of shareholders as required by this subchapter,

regardless of whether the shareholder is entitled to vote on the

matter.

(b)AAIf the fundamental business transaction is a merger,

conversion, or interest exchange, the notice required by Subsection

(a) shall contain or be accompanied by a copy or summary of the plan

of merger, conversion, or interest exchange, as appropriate, and

the notice required by Section 10.355.

(c)AAThe notice of the meeting must:

(1)AAbe given not later than the 21st day before the

date of the meeting; and

(2)AAstate that the purpose, or one of the purposes, of

the meeting is to consider the fundamental business transaction.

(TBCA 5.03.D, 5.10.A(3).)

Sec.A21.457.AAGENERAL VOTE REQUIREMENT FOR APPROVAL OF

FUNDAMENTAL BUSINESS TRANSACTION. (a) Except as provided by this

code or the certificate of formation of a corporation in accordance

with Section 21.365, the affirmative vote of the holders of at least

two-thirds of the outstanding shares of the corporation entitled to

vote on a fundamental business transaction is required to approve

the transaction.

(b)AAUnless provided by the certificate of formation or

Section 21.458, shares of a class or series that are not otherwise

entitled to vote on matters submitted to shareholders generally are

not entitled to vote for the approval of a fundamental business

transaction.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

442



(c)AAExcept as provided by this code, if a class or series of

shares of a corporation is entitled to vote on a fundamental

business transaction as a class or series, in addition to the vote

required under Subsection (a), the affirmative vote of the holders

of at least two-thirds of the outstanding shares in each class or

series of shares entitled to vote on the fundamental business

transaction as a class or series is required to approve the

transaction. Shares entitled to vote as a class or series shall only

be entitled to vote as a class or series on the fundamental business

transaction unless that class or series is otherwise entitled to

vote on each matter submitted to the shareholders generally or is

otherwise entitled to vote under the certificate of formation.

(d)AAUnless required by the certificate of formation,

approval of a merger by shareholders is not required under this code

for a corporation that is a party to the plan of merger unless that

corporation is also a party to the merger. (TBCA 5.01.A (part),

5.03.E, 5.10.A(4).)

Sec.A21.458.AACLASS VOTING REQUIREMENTS FOR CERTAIN

FUNDAMENTAL BUSINESS TRANSACTIONS. (a) Separate voting by a class

or series of shares of a corporation is required for approval of a

plan of merger or conversion if:

(1)AAthe plan of merger or conversion contains a

provision that would require approval by that class or series of

shares under Section 21.364 if the provision was contained in a

proposed amendment to the corporation ’s certificate of formation;

or

(2)AAthat class or series of shares is entitled under
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the certificate of formation to vote as a class or series on the

plan of merger or conversion.

(b)AASeparate voting by a class or series of shares of a

corporation is required for approval of a plan of exchange if:

(1)AAshares of that class or series are to be exchanged

under the terms of the plan of exchange; or

(2)AAthat class or series is entitled under the

certificate of formation to vote as a class or series on the plan of

exchange.

(c)AASeparate voting by a class or series of shares of a

corporation is required for approval of a sale of all or

substantially all of the assets of a corporation if that class or

series of shares is entitled under the certificate of formation to

vote as a class or series on the sale of the corporation ’s assets.

(TBCA 5.03.F, 5.10.A(4) (part).)

Sec.A21.459.AANO SHAREHOLDER VOTE REQUIREMENT FOR CERTAIN

FUNDAMENTAL BUSINESS TRANSACTIONS. (a) Unless required by the

corporation’s certificate of formation, a plan of merger is not

required to be approved by the shareholders of a corporation if:

(1)AAthe corporation is the sole surviving corporation

in the merger;

(2)AAthe certificate of formation of the corporation

following the merger will not differ from the corporation ’s

certificate of formation before the merger;

(3)AAimmediately after the effective date of the

merger, each shareholder of the corporation whose shares were

outstanding immediately before the effective date of the merger
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will hold the same number of shares, with identical designations,

preferences, limitations, and relative rights;

(4)AAthe sum of the voting power of the number of voting

shares outstanding immediately after the merger and the voting

power of securities that may be acquired on the conversion or

exercise of securities issued under the merger does not exceed by

more than 20 percent the voting power of the total number of voting

shares of the corporation that are outstanding immediately before

the merger; and

(5)AAthe sum of the number of participating shares that

are outstanding immediately after the merger and the number of

participating shares that may be acquired on the conversion or

exercise of securities issued under the merger does not exceed by

more than 20 percent the total number of participating shares of the

corporation that are outstanding immediately before the merger.

(b)AAUnless required by the certificate of formation, a plan

of merger effected under Section 10.005 or 10.006 does not require

the approval of the shareholders of the corporation. (TBCA

5.03.G.)

Sec.A21.460.AARIGHTS OF DISSENT AND APPRAISAL. A shareholder

of a domestic corporation has the rights of dissent and appraisal

under Subchapter H, Chapter 10, with respect to a fundamental

business transaction. (TBCA 5.11.A.)

Sec.A21.461.AAPLEDGE, MORTGAGE, DEED OF TRUST, OR TRUST

INDENTURE. Except as provided by the corporation ’s certificate of

formation:

(1)AAthe board of directors of a corporation may
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authorize a pledge, mortgage, deed of trust, or trust indenture;

and

(2)AAan authorization or consent of shareholders is not

required for the validity of the transaction or for any sale under

the terms of the transaction. (TBCA 5.09.A (part).)

Sec.A21.462.AACONVEYANCE BY CORPORATION. A corporation may

convey real property of the corporation when authorized by

appropriate resolution of the board of directors. (TBCA 5.09.A

(part).)

[Sections 21.463-21.500 reserved for expansion]

SUBCHAPTER K. WINDING UP AND TERMINATION

Sec.A21.501.AAAPPROVAL OF VOLUNTARY WINDING UP,

REINSTATEMENT, OR REVOCATION OF VOLUNTARY WINDING UP. A corporation

must approve a voluntary winding up in accordance with Chapter 11, a

reinstatement in accordance with Section 11.202, a cancellation of

an event requiring winding up under Section 11.152, or revocation

of a voluntary decision to wind up in accordance with Section 11.151

by complying with one of the procedures prescribed by this

subchapter. (TBCA 6.01 (part), 6.03.A (part), 6.05.A (part).)

Sec.A21.502.AACERTAIN PROCEDURES RELATING TO WINDING UP. To

approve a voluntary winding up, a reinstatement, a cancellation of

an event requiring winding up, or a revocation of a voluntary

decision to wind up, a corporation must follow one of the following

procedures:

(1)AAall shareholders of the corporation must consent

in writing to the winding up, the reinstatement, the cancellation

of an event requiring winding up, or the revocation of a voluntary
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decision to wind up the corporation;

(2)AAif the corporation has not commenced business and

has not issued any shares, a majority of the organizers or the board

of directors of the corporation must adopt a resolution to wind up,

to reinstate, to cancel an event requiring winding up, or to revoke

a voluntary decision to wind up; or

(3)(A) the board of directors of the corporation must

adopt a resolution:

(i)AArecommending the winding up,

reinstatement, cancellation of an event requiring winding up, or

revocation of a voluntary decision to wind up the corporation; and

(ii)AAdirecting that the winding up,

reinstatement, cancellation of an event requiring winding up, or

revocation of a voluntary decision to wind up the corporation be

submitted to the shareholders for approval at an annual or special

meeting of shareholders; and

(B)AAthe shareholders must approve the action

described by Paragraph (A) in accordance with Section 21.503. (TBCA

6.01 (part), 6.02.A, 6.03.A (part), 6.05.A (part).)

Sec.A21.503.AAMEETING OF SHAREHOLDERS; NOTICE. (a) Each

shareholder of record entitled to vote at a meeting described by

Section 21.502(3)(A)(ii) must be given written notice stating that

the purpose or one of the purposes of the meeting is to consider the

winding up, reinstatement, cancellation of the event requiring

winding up, or revocation of the voluntary decision to wind up the

corporation. The notice must be given in the time and manner

provided by Chapter 6 and this chapter for the giving of notice of
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shareholders’ meetings.

(b)AAA vote of shareholders entitled to vote at the meeting

shall be taken on the resolution to wind up, reinstate, cancel the

event requiring winding up, or revoke the voluntary decision to

wind up the corporation. The shareholders must approve the

resolution by the affirmative vote required by Section 21.364.

(TBCA 6.03.A (part), 6.05.A (part).)

Sec.A21.504.AARESPONSIBILITY FOR WINDING UP. If a

corporation determines or is required to wind up, the directors of

the corporation shall manage the process of winding up the business

or affairs of the corporation. (New.)

[Sections 21.505-21.550 reserved for expansion]

SUBCHAPTER L. DERIVATIVE PROCEEDINGS

Sec.A21.551.AADEFINITIONS. In this subchapter:

(1)AA"Derivative proceeding" means a civil suit in the

right of a domestic corporation or, to the extent provided by

Section 21.562, in the right of a foreign corporation.

(2)AA"Shareholder" includes a beneficial owner whose

shares are held in a voting trust or by a nominee on the beneficial

owner’s behalf. (TBCA 5.14.A.)

Sec.A21.552.AASTANDING TO BRING PROCEEDING. A shareholder

may not institute or maintain a derivative proceeding unless:

(1)AAthe shareholder:

(A)AAwas a shareholder of the corporation at the

time of the act or omission complained of; or

(B)AAbecame a shareholder by operation of law from

a person that was a shareholder at the time of the act or omission
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complained of; and

(2)AAthe shareholder fairly and adequately represents

the interests of the corporation in enforcing the right of the

corporation. (TBCA 5.14.B.)

Sec.A21.553.AADEMAND. (a) A shareholder may not institute a

derivative proceeding until the 91st day after the date a written

demand is filed with the corporation stating with particularity the

act, omission, or other matter that is the subject of the claim or

challenge and requesting that the corporation take suitable action.

(b)AAThe waiting period required by Subsection (a) before a

derivative proceeding may be instituted is not required if:

(1)AAthe shareholder has been previously notified that

the demand has been rejected by the corporation;

(2)AAthe corporation is suffering irreparable injury;

or

(3)AAirreparable injury to the corporation would result

by waiting for the expiration of the 90-day period. (TBCA 5.14.C.)

Sec.A21.554.AADETERMINATION BY DIRECTORS OR INDEPENDENT

PERSONS. (a) A determination of how to proceed on allegations made

in a demand or petition relating to a derivative proceeding must be

made by an affirmative vote of the majority of:

(1)AAthe independent and disinterested directors of the

corporation present at a meeting of the board of directors of the

corporation at which interested directors are not present at the

time of the vote if the independent and disinterested directors

constitute a quorum of the board of directors;

(2)AAa committee consisting of two or more independent
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and disinterested directors appointed by an affirmative vote of the

majority of one or more independent and disinterested directors

present at a meeting of the board of directors, regardless of

whether the independent and disinterested directors constitute a

quorum of the board of directors; or

(3)AAa panel of one or more independent and

disinterested persons appointed by the court on a motion by the

corporation listing the names of the persons to be appointed and

stating that, to the best of the corporation ’s knowledge, the

persons to be appointed are disinterested and qualified to make the

determinations contemplated by Section 21.558.

(b)AAThe court shall appoint a panel under Subsection (a)(3)

if the court finds that the persons recommended by the corporation

are independent and disinterested and are otherwise qualified with

respect to expertise, experience, independent judgment, and other

factors considered appropriate by the court under the circumstances

to make the determinations. A person appointed by the court to a

panel under this section may not be held liable to the corporation

or the corporation ’s shareholders for an action taken or omission

made by the person in that capacity, except for an act or omission

constituting fraud or wilful misconduct. (TBCA 5.14.H.)

Sec.A21.555.AASTAY OF PROCEEDING. (a) If the domestic or

foreign corporation that is the subject of a derivative proceeding

commences an inquiry into the allegations made in a demand or

petition and the person or group of persons described by Section

21.554 is conducting an active review of the allegations in good

faith, the court shall stay a derivative proceeding until the
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review is completed and a determination is made by the person or

group regarding what further action, if any, should be taken.

(b)AATo obtain a stay, the domestic or foreign corporation

shall provide the court with a written statement agreeing to advise

the court and the shareholder making the demand of the

determination promptly on the completion of the review of the

matter. A stay, on application, may be reviewed every 60 days for

the continued necessity of the stay.

(c)AAIf the review and determination made by the person or

group is not completed before the 61st day after the stay is ordered

by the court, the stay may be renewed for one or more additional

60-day periods if the domestic or foreign corporation provides the

court and the shareholder with a written statement of the status of

the review and the reasons why a continued extension of the stay is

necessary. (TBCA 5.14.D(1).)

Sec.A21.556.AADISCOVERY. (a) If a domestic or foreign

corporation proposes to dismiss a derivative proceeding under

Section 21.558, discovery by a shareholder after the filing of the

derivative proceeding in accordance with this subchapter shall be

limited to:

(1)AAfacts relating to whether the person or group of

persons described by Section 21.558 is independent and

disinterested;

(2)AAthe good faith of the inquiry and review by the

person or group; and

(3)AAthe reasonableness of the procedures followed by

the person or group in conducting the review.
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(b)AADiscovery described by Subsection (a) may not be

expanded to include a fact or substantive matter regarding the act,

omission, or other matter that is the subject matter of the

derivative proceeding. The scope of discovery may be expanded if

the court determines after notice and hearing that a good faith

review of the allegations for purposes of Section 21.558 has not

been made by an independent and disinterested person or group in

accordance with that section. (TBCA 5.14.D(2).)

Sec.A21.557.AATOLLING OF STATUTE OF LIMITATIONS. A written

demand filed with the corporation under Section 21.553 tolls the

statute of limitations on the claim on which demand is made until

the earlier of:

(1)AAthe 91st day after the date of the demand; or

(2)AAthe 31st day after the date the corporation

advises the shareholder that the demand has been rejected or the

review has been completed. (TBCA 5.14.E.)

Sec.A21.558.AADISMISSAL OF DERIVATIVE PROCEEDING. (a) A

court shall dismiss a derivative proceeding on a motion by the

corporation if the person or group of persons described by Section

21.554 determines in good faith, after conducting a reasonable

inquiry and based on factors the person or group considers

appropriate under the circumstances, that continuation of the

derivative proceeding is not in the best interests of the

corporation.

(b)AAIn determining whether the requirements of Subsection

(a) have been met, the burden of proof shall be on:

(1)AAthe plaintiff shareholder if:
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(A)AAthe majority of the board of directors

consists of independent and disinterested directors at the time the

determination is made;

(B)AAthe determination is made by a panel of one or

more independent and disinterested persons appointed under Section

21.554(a)(3); or

(C)AAthe corporation presents prima facie

evidence that demonstrates that the directors appointed under

Section 21.554(a)(2) are independent and disinterested; or

(2)AAthe corporation in any other circumstance. (TBCA

5.14.F.)

Sec.A21.559.AAPROCEEDING INSTITUTED AFTER DEMAND REJECTED.

If a derivative proceeding is instituted after a demand is

rejected, the petition must allege with particularity facts that

establish that the rejection was not made in accordance with the

requirements of Sections 21.554 and 21.558. (TBCA 5.14.G.)

Sec.A21.560.AADISCONTINUANCE OR SETTLEMENT. (a) A

derivative proceeding may not be discontinued or settled without

court approval.

(b)AAThe court shall direct that notice be given to the

affected shareholders if the court determines that a proposed

discontinuance or settlement may substantially affect the

interests of other shareholders. (TBCA 5.14.I.)

Sec.A21.561.AAPAYMENT OF EXPENSES. (a) In this section,

"expenses" means reasonable expenses incurred by a party in a

derivative proceeding, including:

(1)AAattorney’s fees;
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(2)AAcosts in pursuing an investigation of the matter

that was the subject of the derivative proceeding; or

(3)AAexpenses for which the domestic or foreign

corporation or a corporate defendant may be required to indemnify

another person.

(b)AAOn termination of a derivative proceeding, the court may

order:

(1)AAthe domestic or foreign corporation to pay the

expenses the plaintiff incurred in the proceeding if the court

finds the proceeding has resulted in a substantial benefit to the

domestic or foreign corporation;

(2)AAthe plaintiff to pay the expenses the domestic or

foreign corporation or other defendant incurred in investigating

and defending the proceeding if the court finds the proceeding has

been instituted or maintained without reasonable cause or for an

improper purpose; or

(3)AAa party to pay the expenses incurred by another

party relating to the filing of a pleading, motion, or other paper

if the court finds the pleading, motion, or other paper:

(A)AAwas not well grounded in fact after

reasonable inquiry;

(B)AAwas not warranted by existing law or a good

faith argument for the extension, modification, or reversal of

existing law; or

(C)AAwas interposed for an improper purpose, such

as to harass, cause unnecessary delay, or cause a needless increase

in the cost of litigation. (TBCA 5.14.J.)
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Sec.A21.562.AAAPPLICATION TO FOREIGN CORPORATIONS. (a) In a

derivative proceeding brought in the right of a foreign

corporation, the matters covered by this subchapter are governed by

the laws of the jurisdiction of incorporation of the foreign

corporation, except for Sections 21.555, 21.560, and 21.561, which

are procedural provisions and do not relate to the internal affairs

of the foreign corporation.

(b)AAIn the case of matters relating to a foreign corporation

under Section 21.554, a reference to a person or group of persons

described by that section refers to a person or group entitled under

the laws of the jurisdiction of incorporation of the foreign

corporation to review and dispose of a derivative proceeding. The

standard of review of a decision made by the person or group to

dismiss the derivative proceeding shall be governed by the laws of

the jurisdiction of incorporation of the foreign corporation. (TBCA

5.14.K.)

Sec.A21.563.AACLOSELY HELD CORPORATION. (a) In this

section, "closely held corporation" means a corporation that has:

(1)AAfewer than 35 shareholders; and

(2)AAno shares listed on a national securities exchange

or regularly quoted in an over-the-counter market by one or more

members of a national securities association.

(b)AASubject to Subsection (c), Sections 21.552-21.559 do

not apply to a closely held corporation.

(c)AAIf justice requires:

(1)AAa derivative proceeding brought by a shareholder

of a closely held corporation may be treated by a court as a direct
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action brought by the shareholder for the shareholder’s own

benefit; and

(2)AAa recovery in a direct or derivative proceeding by

a shareholder may be paid directly to the plaintiff or to the

corporation if necessary to protect the interests of creditors or

other shareholders of the corporation. (TBCA 5.14.L.)

[Sections 21.564-21.600 reserved for expansion]

SUBCHAPTER M. AFFILIATED BUSINESS COMBINATIONS

Sec.A21.601.AADEFINITIONS. In this subchapter:

(1)AA"Issuing public corporation" means a domestic

corporation that has:

(A)AA100 or more shareholders of record as shown

by the share transfer records of the corporation;

(B)AAa class or series of the corporation ’s voting

shares registered under the Securities Exchange Act of 1934 (15

U.S.C. Section 77b et seq.), as amended; or

(C)AAa class or series of the corporation ’s voting

shares qualified for trading in a national market system.

(2)AA"Person" includes two or more persons acting as a

partnership, limited partnership, syndicate, or other group under

an agreement, arrangement, or understanding, regardless of whether

in writing, to acquire, hold, vote, or dispose of a corporation ’s

shares.

(3)AA"Share acquisition date" means the date a person

initially becomes an affiliated shareholder of an issuing public

corporation.

(4)AA"Subsidiary" means a domestic or foreign
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corporation or other entity of which a majority of the outstanding

voting shares are owned, directly or indirectly, by an issuing

public corporation.

(5)AA"Voting share" means a share of capital stock of a

corporation that entitles the holder of the share to vote generally

in the election of directors. (TBCA 13.02.A(6), (7), (8), (9),

(10).)

Sec.A21.602.AAAFFILIATED SHAREHOLDER. (a) For purposes of

this subchapter, a person, other than the issuing public

corporation or a wholly owned subsidiary of the issuing public

corporation, is an affiliated shareholder if the person:

(1)AAis the beneficial owner of 20 percent or more of

the outstanding voting shares of the issuing public corporation; or

(2)AAduring the preceding three-year period, was the

beneficial owner of 20 percent or more of the outstanding voting

shares of the issuing public corporation.

(b)AATo determine whether a person is an affiliated

shareholder, the number of voting shares of the issuing public

corporation considered outstanding includes shares considered

beneficially owned by that person under Section 21.603, but does

not include other unissued voting shares of the issuing public

corporation that may be issuable under an agreement, arrangement,

or understanding, or on exercise of conversion rights, warrants, or

options. (TBCA 13.02.A(2).)

Sec.A21.603.AABENEFICIAL OWNER OF SHARES OR SIMILAR

SECURITIES. (a) For purposes of this chapter, a person is a

beneficial owner of shares or similar securities if the person
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individually, or through an affiliate or associate, beneficially

owns, directly or indirectly, shares or similar securities.

(b)AAA beneficial owner of shares or similar securities is

entitled, individually or through an affiliate or associate, to:

(1)AAacquire shares or similar securities that may be

exercised immediately or after the passage of a certain amount of

time according to an oral or written agreement, arrangement, or

understanding, or on the exercise of conversion rights, exchange

rights, warrants, or options;

(2)AAvote the shares or similar securities according to

an oral or written agreement, arrangement, or understanding; or

(3)AAsubject to Subsection (c), acquire, hold or

dispose of, or vote shares or similar securities with another

person who individually, or through an affiliate or associate,

beneficially owns, directly or indirectly, the shares or similar

securities.

(c)AAA person is not considered a beneficial owner of shares

or similar securities if:

(1)AAthe shares or similar securities are:

(A)AAtendered under a tender or exchange offer

made by the person or an affiliate or associate of the person before

the tendered shares or securities are accepted for purchase or

exchange; or

(B)AAsubject to an agreement, arrangement, or

understanding that expressly conditions the acquisition or

purchase of shares or securities on the approval of the acquisition

or purchase under Section 21.606 if the person has no direct or
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indirect rights of ownership or voting with respect to the shares or

securities until the time the approval is obtained; or

(2)AAthe agreement, arrangement, or understanding to

vote the shares:

(A)AAarises solely from an immediately revocable

proxy that authorizes the person named in the proxy to vote at a

meeting of the shareholders that has been called when the proxy is

delivered or at an adjournment of the meeting; and

(B)AAis not reportable on a Schedule 13D under the

Securities Exchange Act of 1934 (15 U.S.C. Section 77b et seq.), as

amended, or a comparable or successor report. (TBCA 13.02.A(3).)

Sec.A21.604.AABUSINESS COMBINATION. A business combination

is:

(1)AAa merger, share exchange, or conversion of an

issuing public corporation or a subsidiary with:

(A)AAan affiliated shareholder;

(B)AAa foreign or domestic corporation or other

entity that is, or after the merger, share exchange, or conversion

would be, an affiliate or associate of the affiliated shareholder;

or

(C)AAanother domestic or foreign corporation or

other entity, if the merger, share exchange, or conversion is

caused by an affiliated shareholder, or an affiliate or associate

of an affiliated shareholder, and as a result of the merger, share

exchange, or conversion this subchapter does not apply to the

surviving corporation or other entity;

(2)AAa sale, lease, exchange, mortgage, pledge,
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transfer, or other disposition, in one transaction or a series of

transactions, including an allocation of assets under a merger, to

or with the affiliated shareholder, or an affiliate or associate of

the affiliated shareholder, of assets of the issuing public

corporation or a subsidiary that:

(A)AAhas an aggregate market value equal to 10

percent or more of the aggregate market value of all of the assets,

determined on a consolidated basis, of the issuing public

corporation;

(B)AAhas an aggregate market value equal to 10

percent or more of the aggregate market value of all of the

outstanding common stock of the issuing public corporation; or

(C)AArepresents 10 percent or more of the earning

power or net income, determined on a consolidated basis, of the

issuing public corporation;

(3)AAthe issuance or transfer by an issuing public

corporation or a subsidiary to an affiliated shareholder or an

affiliate or associate of the affiliated shareholder, in one

transaction or a series of transactions, of shares of the issuing

public corporation or a subsidiary, except by the exercise of

warrants or rights to purchase shares of the issuing public

corporation offered, or a share dividend paid, pro rata to all

shareholders of the issuing public corporation after the affiliated

shareholder’s share acquisition date;

(4)AAthe adoption of a plan or proposal for the

liquidation or dissolution of an issuing public corporation

proposed by or under any agreement, arrangement, or understanding,
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regardless of whether in writing, with an affiliated shareholder or

an affiliate or associate of the affiliated shareholder;

(5)AAa reclassification of securities, including a

reverse share split or a share split-up, share dividend, or other

distribution of shares, a recapitalization of the issuing public

corporation, a merger of the issuing public corporation with a

subsidiary or pursuant to which the assets and liabilities of the

issuing public corporation are allocated among two or more

surviving or new domestic or foreign corporations or other

entities, or any other transaction proposed by or under an

agreement, arrangement, or understanding, regardless of whether in

writing, with an affiliated shareholder or an affiliate or

associate of the affiliated shareholder that has the effect,

directly or indirectly, of increasing the proportionate ownership

percentage of the outstanding shares of a class or series of voting

shares or securities convertible into voting shares of the issuing

public corporation that is beneficially owned by the affiliated

shareholder or an affiliate or associate of the affiliated

shareholder, except as a result of immaterial changes due to

fractional share adjustments; or

(6)AAthe direct or indirect receipt by an affiliated

shareholder or an affiliate or associate of the affiliated

shareholder of the benefit of a loan, advance, guarantee, pledge,

or other financial assistance or a tax credit or other tax advantage

provided by or through the issuing public corporation, except

proportionately as a shareholder of the issuing public corporation.

(TBCA 13.02.A(4).)
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Sec.A21.605.AACONTROL. (a) For purposes of this subchapter,

a person has control of another person if the person has possession,

directly or indirectly, of the power to direct or cause the

direction of the management and policies of the other person,

through the ownership of equity securities, by contract, or in

another manner.

(b)AAA person’s beneficial ownership of 10 percent or more of

a person’s outstanding voting shares or similar interests creates a

presumption that the person has control of the other person, but a

person is not considered to have control of another person who holds

the voting shares or similar interests in good faith and not to

circumvent this part, as an agent, bank, broker, nominee,

custodian, or trustee for one or more beneficial owners who do not

individually or as a group have control of the person. (TBCA

13.02.A(5).)

Sec.A21.606.AATHREE-YEAR MORATORIUM ON CERTAIN BUSINESS

COMBINATIONS. An issuing public corporation may not, directly or

indirectly, enter into or engage in a business combination with an

affiliated shareholder, or any affiliate or associate of the

affiliated shareholder, during the three-year period immediately

following the affiliated shareholder ’s share acquisition date

unless:

(1)AAthe business combination or the purchase or

acquisition of shares made by the affiliated shareholder on the

affiliated shareholder ’s share acquisition date is approved by the

board of directors of the issuing public corporation before the

affiliated shareholder ’s share acquisition date; or
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(2)AAthe business combination is approved, by the

affirmative vote of the holders of at least two-thirds of the

outstanding voting shares of the issuing public corporation not

beneficially owned by the affiliated shareholder or an affiliate or

associate of the affiliated shareholder, at a meeting of

shareholders called for that purpose not less than six months after

the affiliated shareholder ’s share acquisition date. Approval may

not be by written consent. (TBCA 13.03.)

Sec.A21.607.AAAPPLICATION OF MORATORIUM. Section 21.606 does

not apply to:

(1)AAa business combination of an issuing public

corporation if:

(A)AAthe original articles of incorporation or

original bylaws of the corporation contain a provision expressly

electing not to be governed by this subchapter;

(B)AAbefore December 31, 1997, the corporation

adopted an amendment to the articles of incorporation or bylaws of

the corporation expressly electing not to be governed by this

subchapter; or

(C)AAafter December 31, 1997, the corporation

adopts an amendment to the articles of incorporation or bylaws of

the corporation, approved by the affirmative vote of the holders,

other than an affiliated shareholder or an affiliate or associate

of the affiliated shareholder, of at least two-thirds of the

outstanding voting shares of the issuing public corporation,

expressly electing not to be governed by this subchapter, except

that the amendment to the articles of incorporation or bylaws takes
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effect 18 months after the date of the vote and does not apply to a

business combination of the issuing public corporation with an

affiliated shareholder whose share acquisition date is on or before

the effective date of the amendment;

(2)AAa business combination of an issuing public

corporation with an affiliated shareholder who became an affiliated

shareholder inadvertently, if the affiliated shareholder:

(A)AAas soon as practicable divests itself of a

sufficient number of the voting shares of the issuing public

corporation so that the affiliated shareholder no longer is the

beneficial owner, directly or indirectly, of 20 percent or more of

the outstanding voting shares of the issuing public corporation;

and

(B)AAwould not at any time within the three-year

period preceding the announcement date of the business combination

have been an affiliated shareholder except for the inadvertent

acquisition;

(3)AAa business combination with an affiliated

shareholder who was the beneficial owner of 20 percent or more of

the outstanding voting shares of the issuing public corporation on

December 31, 1996, and continuously until the announcement date of

the business combination;

(4)AAa business combination with an affiliated

shareholder who became an affiliated shareholder through a transfer

of shares of the issuing public corporation by will or intestate

succession and continuously was an affiliated shareholder until the

announcement date of the business combination; or
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(5)AAa business combination of an issuing public

corporation with a domestic wholly owned subsidiary if the domestic

subsidiary is not an affiliate or associate of the affiliated

shareholder for a reason other than the affiliated shareholder’s

beneficial ownership of voting shares in the issuing public

corporation. (TBCA 13.04.)

Sec.A21.608.AAEFFECT ON OTHER ACTIONS. (a) This subchapter

does not affect, directly or indirectly, the validity of another

action by the board of directors of an issuing public corporation.

(b)AAThis subchapter does not preclude the board of directors

of an issuing public corporation from taking other action in

accordance with law.

(c)AAThe board of directors of an issuing public corporation

does not incur liability for an election made or not made under this

subchapter. (TBCA 13.05.)

Sec.A21.609.AACONFLICTING PROVISIONS. If this subchapter

conflicts with another provision of this code, this subchapter

controls. (TBCA 13.07.A.)

Sec.A21.610.AACHANGE IN VOTING REQUIREMENTS. The affirmative

vote or concurrence of shareholders required for approval of an

action that is required to be submitted to a vote of the

shareholders under this subchapter may be increased but not

decreased under Section 21.365. (TBCA 13.07.B.)

[Sections 21.611-21.650 reserved for expansion]

SUBCHAPTER N. PROVISIONS RELATING TO INVESTMENT COMPANIES

Sec.A21.651.AADEFINITION. In this subchapter, "investment

company" means a corporation registered as an open-end company
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under the Investment Company Act. (TBCA 2.12.C(1) (part).)

Sec.A21.652.AAESTABLISHING CLASS OR SERIES OF SHARES; CHANGE

IN NUMBER OF SHARES. (a) In addition to the actions the board may

undertake under Subchapters D, E, and F, the board of directors of

an investment company may:

(1)AAestablish classes of shares and series of unissued

shares of a class by setting and determining the designations,

preferences, limitations, and relative rights, including voting

rights, of the shares of the class or series established under this

subdivision to the same extent that the designations, preferences,

limitations, and relative rights could be stated if fully stated in

the certificate of formation; and

(2)AAincrease or decrease the aggregate number of

shares or the number of shares of, or delete from the investment

company’s certificate of formation, a class or series of shares the

corporation has authority to issue, unless a provision has been

included in the certificate of formation of the corporation after

September 1, 1993, expressly prohibiting those actions by the board

of directors.

(b)AAThe board of directors of an investment company may not:

(1)AAdecrease the number of shares in a class or series

to a number that is less than the number of shares of that class or

series that are outstanding at the time; or

(2)AAdelete from the certificate of formation a

reference to a class or series that has shares outstanding at the

time.

(c)AATo establish a class or series under this section, the
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board of directors must adopt a resolution stating the designation

of the class or series and setting and determining the

designations, preferences, limitations, and relative rights,

including voting rights, of the class or series.

(d)AATo increase or decrease the number of shares of a class

or series of shares or to delete from the certificate of formation a

reference to a class or series of shares, the board of directors of

an investment company must adopt a resolution setting and

determining the new number of shares of each class or series in

which the number of shares is increased or decreased or deleting the

class or series and any reference to the class or series from the

certificate of formation. The shares of a series removed from the

certificate of formation shall resume the status of authorized but

unissued shares of the class of shares from which the series was

established unless otherwise provided by the resolution or the

certificate of formation of the investment company. (TBCA

2.12.C(1).)

Sec.A21.653.AAREQUIRED STATEMENT RELATING TO SHARES. (a)

Before the first issuance of shares of a class or series established

or increased or decreased by resolution adopted by the board of

directors of an investment company under Section 21.652, and to

delete from the investment company’s certificate of formation a

class or series of shares and all references to the class or series

contained in the certificate of formation, the investment company

shall file with the secretary of state a statement that contains:

(1)AAthe name of the investment company;

(2)AAif the statement relates to the establishment of a
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class or series of shares, a copy of the resolution establishing and

designating the class or series or establishing and designating the

class or series and setting and determining the preferences,

limitations, and relative rights of the class or series;

(3)AAif the statement relates to an increase or

decrease in the number of shares of a class or series, a copy of the

resolution setting and determining the new number of shares of each

class or series in which the number of shares is increased or

decreased;

(4)AAif the statement relates to the deletion of a class

or series of shares and all references to the class or series from

the certificate of formation, a copy of the resolution deleting the

class or series and all references to the class or series from the

certificate of formation;

(5)AAthe date of adoption of the resolution; and

(6)AAa statement that the resolution was adopted by all

necessary action on the part of the investment company.

(b)AAAfter the statement described by Subsection (a) is

filed, a resolution adopted under Section 21.652 becomes an

amendment of the certificate of formation. An amendment of the

certificate of formation described under this section is not

subject to the procedure to amend the certificate of formation

contained in Subchapter B. (TBCA 2.12.C(2), (4).)

Sec.A21.654.AATERM OF OFFICE OF DIRECTORS. Unless removed in

accordance with the certificate of formation or bylaws of the

investment company, a director of an investment company shall serve

as director for the term for which the director is elected and holds
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office until a successor is elected and qualifies. (TBCA 2.32.D.)

Sec.A21.655.AAMEETINGS OF SHAREHOLDERS. (a) If provided by

the certificate of formation or bylaws of an investment company,

the investment company is not required to hold an annual meeting of

shareholders or elect directors in a year in which an election of

directors is not required under the Investment Company Act.

(b)AAIf an investment company is required to hold a meeting

of shareholders to elect directors under the Investment Company

Act, the meeting shall be designated as the annual meeting of

shareholders for that year. (TBCA 2.24.D.)

[Sections 21.656-21.700 reserved for expansion]

SUBCHAPTER O. CLOSE CORPORATION

Sec.A21.701.AADEFINITIONS. In this subchapter:

(1)AA"Close corporation" means a domestic corporation

formed under this subchapter.

(2)AA"Close corporation provision" means a provision in

the certificate of formation of a close corporation or in a

shareholders’ agreement of a close corporation.

(3)AA"Ordinary corporation" means a domestic

corporation that is not a close corporation.

(4)AA"Shareholders’ agreement" means a written

agreement regulating an aspect of the business and affairs of or the

relationship among the shareholders of a close corporation that has

been executed under this subchapter. (TBCA 12.02.A.)

Sec.A21.702.AAAPPLICABILITY OF SUBCHAPTER. (a) This

subchapter applies only to a close corporation.

(b)AAThis chapter applies to a close corporation to the
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extent not inconsistent with this subchapter. (TBCA 12.03.)

Sec.A21.703.AAFORMATION OF CLOSE CORPORATION. A close

corporation shall be formed in accordance with Chapter 3. (TBCA

12.12.)

Sec.A21.704.AABYLAWS OF CLOSE CORPORATION. (a) A close

corporation does not need to adopt bylaws if provisions required by

law to be contained in the bylaws are contained in the certificate

of formation or a shareholders ’ agreement.

(b)AAA close corporation that does not have bylaws when it

terminates its status as a close corporation under Section 21.708

shall immediately adopt bylaws that comply with Section 21.057.

(TBCA 12.15.)

Sec.A21.705.AAADOPTION OF AMENDMENT FOR CLOSE CORPORATION

STATUS. (a) An ordinary corporation may become a close corporation

by amending its certificate of formation in accordance with Chapter

3 to conform with Section 3.008.

(b)AAAn amendment adopting close corporation status must be

approved by the affirmative vote of the holders of all of the

outstanding shares of each class established by the close

corporation, regardless of whether a class is entitled to vote on

the amendment by the certificate of formation of the ordinary

corporation. (TBCA 12.13.A.)

Sec.A21.706.AAADOPTION OF CLOSE CORPORATION STATUS THROUGH

MERGER, EXCHANGE, OR CONVERSION. (a) A surviving or new

corporation resulting from a merger or conversion or a corporation

that acquires a corporation under an exchange under Chapter 10 may

become a close corporation if, as part of the plan of merger,
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exchange, or conversion, the certificate of formation conforms with

Section 3.008.

(b)AAA plan of merger, exchange, or conversion adopting close

corporation status must be approved by the affirmative vote of the

holders of all of the outstanding ownership or membership

interests, and of each class or series of ownership or membership

interests, of each entity or non-code organization that is party to

the merger, exchange, or conversion, regardless of whether a class

or series of ownership or membership interests is entitled to vote

on the plan by the certificate of formation of the corporation.

(TBCA 12.13.B.)

Sec.A21.707.AAEXISTING CLOSE CORPORATION. (a) This section

applies to an existing corporation that elected to become a close

corporation before the effective date of this code and has not

terminated that status.

(b)AAA close corporation existing before the effective date

of this code is considered to be a close corporation under this

code.

(c)AAA provision in the articles of incorporation of a close

corporation authorized under former law is valid and enforceable if

the corporation’s status as a close corporation has not been

terminated.

(d)AAAn agreement among the shareholders of a close

corporation in conformance with former law and Sections

21.714-21.725 before the effective date of this code is considered

to be a shareholders ’ agreement.

(e)AAA certificate representing the shares issued or
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delivered by the close corporation after the effective date of this

code, whether in connection with the original issue of shares or a

transfer of shares, must conform with Section 21.732. (TBCA

12.14.)

Sec.A21.708.AATERMINATION OF CLOSE CORPORATION STATUS. A

close corporation may terminate its status as a close corporation

by:

(1)AAfiling a statement terminating close corporation

status under Section 21.709;

(2)AAamending the close corporation ’s certificate of

formation under Chapter 3 by deleting from the certificate of

formation the statement that it is a close corporation;

(3)AAengaging in a merger, interest exchange, or

conversion under Chapter 10, unless the plan of merger, exchange,

or conversion provides that the surviving or new corporation will

continue as or become a close corporation and the plan has been

approved by the affirmative vote or consent of the holders of all of

the outstanding shares, and of each class and series of shares, of

the close corporation, regardless of whether a class or series of

shares is entitled to vote on the plan by the certificate of

formation; or

(4)AAinstituting a judicial proceeding to enforce a

close corporation provision providing for the termination. (TBCA

12.21.)

Sec.A21.709.AASTATEMENT TERMINATING CLOSE CORPORATION

STATUS; FILING; NOTICE. (a) If a close corporation provision

specifies a time or event requiring the termination of close
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corporation status, regardless of whether the provision is

identifiable by a person dealing with the close corporation, the

termination of the close corporation status takes effect on the

occurrence of the specified time or event and the filing of a

statement terminating close corporation status under this section.

(b)AAPromptly after the time or occurrence of an event

requiring termination of close corporation status, a statement

terminating close corporation status shall be signed by an officer

on behalf of the close corporation. A copy of the applicable close

corporation provision must be included in or attached to the

statement. The statement and any attachment shall be filed with the

secretary of state in accordance with Chapter 4.

(c)AAThe statement terminating close corporation status must

contain:

(1)AAthe name of the corporation;

(2)AAa statement that the corporation has terminated

its status as a close corporation in accordance with the included or

attached close corporation provision; and

(3)AAthe time or event that caused the termination and,

in the case of an event, the approximate date of the event.

(d)AAAfter a statement terminating close corporation status

has been filed under this section, the certificate of formation of

the close corporation is considered to be amended to delete from the

certificate the statement that the corporation is a close

corporation, and the corporation ’s status as a close corporation is

terminated.

(e)AAThe corporation shall personally deliver or mail a copy
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of the statement to each shareholder of the corporation. A copy of

the statement is considered to have been delivered by mail under

this section when the copy is deposited in the United States mail,

with postage prepaid, addressed to the shareholder at the

shareholder’s address as it appears on the share transfer records

of the corporation. The failure to deliver the copy of the

statement does not affect the validity of the termination. (TBCA

12.22.A, B, D, E.)

Sec.A21.710.AAEFFECT OF TERMINATION OF CLOSE CORPORATION

STATUS. (a) A close corporation that terminates its status as a

close corporation and becomes an ordinary corporation is subject to

this chapter as if the corporation had not elected close

corporation status under this subchapter.

(b)AAThe effect of termination of close corporation status on

a shareholders’ agreement is governed by Section 21.724.

(c)AAWhen the termination of close corporation status takes

effect, if the close corporation ’s business and affairs have been

managed by an entity other than a board of directors as provided by

Section 21.725, governance by a board of directors is instituted or

reinstated:

(1)AAif provided by a shareholders ’ agreement, in the

manner stated in the agreement or by the persons named in the

agreement to serve as the interim board of directors; or

(2)AAif each party to a shareholders ’ agreement agrees

to elect a board of directors at a shareholders ’ meeting. (TBCA

12.23.A, B, C.)

Sec.A21.711.AASHAREHOLDERS’ MEETING TO ELECT DIRECTORS. A
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shareholders’ meeting required by Section 21.710(c)(2) shall be

promptly called after the termination of close corporation status

takes effect. If a meeting is not called before the 31st day after

the date the termination takes effect, a shareholder may call a

shareholders’ meeting on the provision of notice required by

Section 21.353, regardless of whether the shareholder is entitled

to call a shareholders ’ meeting or vote at the meeting. At the

meeting, the shareholders shall elect the number of directors

specified in the certificate of formation or bylaws of the

corporation or, in the absence of any specification, three

directors. (TBCA 12.23.D.)

Sec.A21.712.AATERM OF OFFICE OF DIRECTORS. A director

succeeding to the management of the corporation under Section

21.710(c) shall have a term of office as set forth in Section

21.408. Until a board of directors is elected, the shareholders of

the corporation shall act as the corporation ’s board of directors,

and the business and affairs of the corporation shall be conducted

under Section 21.726. (TBCA 12.23.E.)

Sec.A21.713.AAMANAGEMENT. A close corporation shall be

managed:

(1)AAby a board of directors in the same manner an

ordinary corporation would be managed under this chapter; or

(2)AAin the manner provided by the close corporation ’s

certificate of formation or by a shareholders ’ agreement of the

close corporation. (TBCA 12.31.)

Sec.A21.714.AASHAREHOLDERS’ AGREEMENT. (a) The shareholders

of a close corporation may enter into one or more shareholders ’
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agreements.

(b)AAThe business and affairs of a close corporation or the

relationships among the shareholders that may be regulated by a

shareholders’ agreement include:

(1)AAthe management of the business and affairs of the

close corporation by its shareholders, with or without a board of

directors;

(2)AAthe management of the business and affairs of the

close corporation wholly or partly by one or more of its

shareholders or other persons;

(3)AAbuy-sell, first option, first refusal, or similar

arrangements with respect to the close corporation’s shares or

other securities, and restrictions on the transfer of the shares or

other securities, including more restrictions than those permitted

by Section 21.211;

(4)AAthe declaration and payment of dividends or other

distributions in amounts authorized by Subchapter G, regardless of

whether the distribution is in proportion to ownership of shares;

(5)AAthe manner in which profits or losses shall be

apportioned;

(6)AArestrictions placed on the rights of a transferee

or assignee of shares to participate in the management or

administration of the close corporation ’s business and affairs

during the term of the shareholders ’ agreement;

(7)AAthe right of one or more shareholders to cause the

winding up and termination of the close corporation at will or on

the occurrence of a specified event or contingency, in which case
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the winding up and termination of the close corporation shall

proceed as if all of the shareholders of the close corporation had

consented in writing to winding up and termination as provided by

Chapter 11;

(8)AAthe exercise or division of voting power either in

general or with regard to specified matters by or among the

shareholders of the close corporation or other persons, including:

(A)AAvoting agreements and voting trusts that do

not conform with Section 6.251 or 6.252;

(B)AArequiring the vote or consent of the holders

of a larger or smaller number of shares than is otherwise required

by this chapter or other law, including an action for termination of

close corporation status;

(C)AAgranting one or some other specified number

of votes for each shareholder; and

(D)AApermitting an action for which this chapter

requires approval by the vote of the board of directors or the

shareholders of an ordinary corporation, or both, to be taken

without a vote, in the manner provided by the shareholders ’

agreement;

(9)AAthe terms and conditions of employment of a

shareholder, director, officer, or other employee of the close

corporation, regardless of the length of the period of employment;

(10)AAthe individuals who will serve as directors, if

any, and officers of the close corporation;

(11)AAthe arbitration or mediation of issues about

which the shareholders may become deadlocked in voting or about
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which the directors or those empowered to manage the close

corporation may become deadlocked and the shareholders are unable

to break the deadlock;

(12)AAthe termination of close corporation status,

including a right of dissent or other rights that may be granted to

shareholders who object to the termination;

(13)AAqualifications of persons who are or are not

entitled to be shareholders of the close corporation;

(14)AAamendments to or termination of the shareholders ’

agreement; and

(15)AAany provision required or permitted to be

contained in the bylaws by this chapter. (TBCA 12.32.)

Sec.A21.715.AAEXECUTION OF SHAREHOLDERS’ AGREEMENT. A

shareholders’ agreement shall be executed:

(1)AAin the case of an existing close corporation, by

each shareholder at the time of execution, regardless of whether

the shareholder has voting power;

(2)AAin the case of an existing ordinary corporation

that will adopt close corporation status under Section 21.705, by

each shareholder at the time of execution, regardless of whether

the shareholder has voting power; or

(3)AAin the case of a close corporation that is being

formed under Section 21.703, by each person who is a subscriber to

the corporation’s shares or agrees to become a holder of the

corporation’s shares under the shareholders ’ agreement of the close

corporation. (TBCA 12.33.A.)

Sec.A21.716.AAADOPTION OF AMENDMENT OF SHAREHOLDERS ’
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AGREEMENT. Unless otherwise provided by a shareholders’ agreement,

an amendment to the shareholders ’ agreement of a close corporation

may be adopted only by the written consent of each person who would

be required to execute the shareholders ’ agreement if it were being

executed originally at the time of adoption of the amendment,

regardless of whether the person has voting power in the close

corporation. (TBCA 12.33.B.)

Sec.A21.717.AADELIVERY OF SHAREHOLDERS’ AGREEMENT. (a) The

close corporation shall deliver a complete copy of a shareholders’

agreement to:

(1)AAeach person who is bound by the shareholders’

agreement;

(2)AAeach person who is or will become a shareholder in

the close corporation as provided by Section 21.715 when a

certificate representing shares in the close corporation is

delivered to the person; and

(3)AAeach person to whom a certificate representing

shares is issued and who has not received a complete copy of the

agreement.

(b)AAThe failure to deliver a complete copy of a

shareholders’ agreement as required by this section does not affect

the validity or enforceability of the shareholders ’ agreement.

(TBCA 12.33.C.)

Sec.A21.718.AASTATEMENT OF OPERATION AS CLOSE CORPORATION.

(a) On or after the formation of a close corporation or adoption of

close corporation status, a close corporation that begins to

conduct its business and affairs under a shareholders ’ agreement
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that has become effective shall promptly execute and file with the

secretary of state a statement of operation as a close corporation

in accordance with Chapter 4.

(b)AAThe statement required by Subsection (a) must:

(1)AAcontain the name of the close corporation;

(2)AAstate that the close corporation is being operated

and its business and affairs are being conducted under the terms of

a shareholders’ agreement under this subchapter; and

(3)AAcontain the date the operation of the corporation

began.

(c)AAA statement of operation as a close corporation shall be

executed by an officer on behalf of the corporation.

(d)AAOn the filing of the statement of operation as a close

corporation, the fact that the close corporation is being operated

and its business and affairs are being conducted under the terms of

a shareholders’ agreement becomes a matter of public record. (TBCA

12.34.A, B, D.)

Sec.A21.719.AAVALIDITY AND ENFORCEABILITY OF SHAREHOLDERS ’

AGREEMENT. (a) A shareholders ’ agreement executed in accordance

with Section 21.715 is valid and enforceable notwithstanding:

(1)AAthe elimination of a board of directors;

(2)AAany restriction imposed on the discretion or

powers of the board of directors or other person empowered to manage

the close corporation; and

(3)AAthat the effect of the shareholders ’ agreement is

to treat the business and affairs of the close corporation as if the

close corporation were a partnership or in a manner that would
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otherwise be appropriate only among partners.

(b)AAA close corporation, a shareholder of the close

corporation, or a party to a shareholders ’ agreement may initiate a

proceeding to enforce the shareholders ’ agreement in accordance

with Section 21.756. (TBCA 12.35.)

Sec.A21.720.AAPERSONS BOUND BY SHAREHOLDERS ’ AGREEMENT. (a)

A shareholders’ agreement executed in accordance with Section

21.715 is:

(1)AAconsidered to be an agreement among all of the

shareholders of the close corporation; and

(2)AAbinding on and enforceable against each

shareholder of the close corporation, regardless of whether:

(A)AAa particular shareholder acquired shares in

the close corporation by purchase, gift, bequest, or otherwise; or

(B)AAthe shareholder had actual knowledge of the

existence of the shareholders ’ agreement at the time of acquiring

shares.

(b)AAA transferee or assignee of shares of a close

corporation in which there is a shareholders ’ agreement is bound by

the agreement for all purposes, regardless of whether the

transferee or assignee executed or was aware of the agreement.

(TBCA 12.36.A.)

Sec.A21.721.AADELIVERY OF COPY OF SHAREHOLDERS ’ AGREEMENT TO

TRANSFEREE. (a) Before the transfer of shares of a close

corporation in which there is a shareholders ’ agreement, the

transferor shall deliver a complete copy of the shareholders ’

agreement to the transferee.
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(b)AAIf the transferor fails to deliver a complete copy of

the shareholders’ agreement:

(1)AAthe validity and enforceability of the

shareholders’ agreement against each shareholder of the

corporation, including the transferee, is not affected;

(2)AAthe right, title, or interest of the transferee in

the transferred shares is not adversely affected; and

(3)AAthe transferee is entitled to obtain on demand

from the transferor or from the close corporation a complete copy of

the shareholders’ agreement at the transferor ’s expense. (TBCA

12.36.B.)

Sec.A21.722.AAEFFECT OF REQUIRED STATEMENT ON SHARE

CERTIFICATE AND DELIVERY OF SHAREHOLDERS ’ AGREEMENT. If a

certificate representing shares of a close corporation contains the

statement required by Section 21.732, and a complete copy of each

shareholders’ agreement has been delivered as required by Section

21.717, each holder, transferee, or other person claiming an

interest in the shares of the close corporation is conclusively

presumed to have knowledge of a close corporation provision in

effect at the time of the transfer. (TBCA 12.36.C.)

Sec.A21.723.AAPARTY NOT BOUND BY SHAREHOLDERS ’ AGREEMENT ON

CESSATION; LIABILITY. (a) Notwithstanding the person’s signature,

a person ceases to be a party to, and bound by, a shareholders ’

agreement when the person ceases to be a shareholder of the close

corporation unless:

(1)AAthe person’s attempted cessation was in violation

of Section 21.721 or the shareholders’ agreement; or
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(2)AAthe shareholders’ agreement provides to the

contrary.

(b)AACessation as a party to a shareholders ’ agreement or as

a shareholder does not relieve a person of liability the person may

have incurred for breach of the shareholders ’ agreement. (TBCA

12.36.D.)

Sec.A21.724.AATERMINATION OF SHAREHOLDERS’ AGREEMENT. (a)

Except as provided by Subsection (b), a shareholders ’ agreement

terminates when the close corporation terminates its status as a

close corporation.

(b)AAIf provided by the shareholders ’ agreement, all or part

of the agreement is valid and enforceable to the extent permitted

for an ordinary corporation by this chapter or other law. (TBCA

12.36.E.)

Sec.A21.725.AACONSEQUENCES OF MANAGEMENT BY PERSONS OTHER

THAN BOARD OF DIRECTORS. Sections 21.726-21.729 apply only to a

close corporation the business and affairs of which are managed

wholly or partly by the shareholders of the close corporation or any

other person as provided by a shareholders ’ agreement rather than

solely by a board of directors. (TBCA 12.37.A.)

Sec.A21.726.AASHAREHOLDERS CONSIDERED DIRECTORS. (a) When

required by the context of this chapter, the shareholders of a close

corporation described by Section 21.725 are considered to be

directors of the close corporation for purposes of applying a

provision of this chapter, other than a provision relating to the

election and removal of directors.

(b)AAA requirement that an instrument filed with a
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governmental agency contain a statement that a specified action has

been taken by the board of directors is satisfied by a statement

that:

(1)AAthe corporation is a close corporation with no

board of directors; and

(2)AAthe action was approved by the shareholders of the

close corporation or the persons empowered to manage the business

and affairs of the close corporation under a shareholders ’

agreement. (TBCA 12.37.B.)

Sec.A21.727.AALIABILITY OF SHAREHOLDERS. The shareholders of

a close corporation described by Section 21.725 are subject to any

liability imposed on a director of a corporation by this chapter or

other law for a managerial act of or omission made by the

shareholders or any other person empowered to manage the business

and affairs of the close corporation under a shareholders ’

agreement and relating to the business and affairs of the close

corporation, if the action is required by law to be undertaken by

the board of directors. (TBCA 12.37.C.)

Sec.A21.728.AAMODE AND EFFECT OF TAKING ACTION BY

SHAREHOLDERS AND OTHERS. (a) An action that shall or may be taken

by the board of directors of an ordinary corporation as required or

authorized by this chapter shall or may be taken by action of the

shareholders of a close corporation described by Section 21.725 at

a meeting of the shareholders or, in the manner permitted by a

shareholders’ agreement, this subchapter, or this chapter, without

a meeting.

(b)AAUnless otherwise provided by the certificate of

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

484



formation of the close corporation or a shareholders ’ agreement of

the close corporation, an action is binding on a close corporation

if the action is taken after:

(1)AAthe affirmative vote of the holders of the

majority of all outstanding shares entitled to vote on the action;

or

(2)AAthe consent of all of the shareholders of the close

corporation, which may be proven by:

(A)AAthe full knowledge of the action by all of the

shareholders and the shareholders ’ failure to object to the action

in a timely manner;

(B)AAwritten consent to the action in accordance

with Section 6.201 or this chapter or any other writing executed by

or on behalf of all of the shareholders reasonably evidencing the

consent; or

(C)AAany other means reasonably evidencing the

consent. (TBCA 12.37.D.)

Sec.A21.729.AALIMITATION OF SHAREHOLDER ’S LIABILITY. (a) A

shareholder of a close corporation described by Section 21.725 is

not liable because of a shareholders ’ vote or shareholder action

without a vote unless the shareholder had the right to vote or

consent to the action.

(b)AAA shareholder of a close corporation, without regard to

the right to vote or consent, may not be held liable for an action

taken by the shareholders or a person empowered to manage the

business and affairs of the close corporation under a shareholders ’

agreement if the shareholder dissents from and has not voted for or
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consented to the action.

(c)AAThe dissent of a shareholder may be proven by:

(1)AAan entry in the minutes of the meeting of

shareholders;

(2)AAa written dissent filed with the secretary of the

meeting before the adjournment of the meeting;

(3)AAa written dissent sent by registered mail to the

secretary of the close corporation promptly after the meeting or

after a written consent was obtained from the other shareholders;

or

(4)AAany other means reasonably evidencing the dissent.

(TBCA 12.37.E.)

Sec.A21.730.AALACK OF FORMALITIES; TREATMENT AS PARTNERSHIP.

The failure of a close corporation under this subchapter to observe

a usual formality or requirement prescribed for an ordinary

corporation by this chapter relating to the exercise of corporate

powers or the management of a corporation ’s business and affairs

and the performance of a shareholders’ agreement that treats the

close corporation as if the corporation were a partnership or in a

manner that otherwise is appropriate only among partners may not:

(1)AAbe a factor in determining whether to impose

personal liability on the shareholders for the close corporation ’s

obligations by disregarding the separate entity of the close

corporation or otherwise;

(2)AAbe grounds for invalidating an otherwise valid

shareholders’ agreement; or

(3)AAaffect the status of the close corporation as a
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corporation under this chapter or other law. (TBCA 12.37.F.)

Sec.A21.731.AAOTHER AGREEMENTS AMONG SHAREHOLDERS

PERMITTED. Sections 21.713-21.730 do not prohibit or impair any

other agreement between two or more shareholders of an ordinary

corporation permitted by this chapter or other law. (TBCA 12.38.)

Sec.A21.732.AACLOSE CORPORATION SHARE CERTIFICATES. (a) In

addition to a matter required or authorized by law to be stated on a

certificate representing shares, each certificate representing

shares issued by a close corporation must conspicuously state on

the front or back of the certificate: "These shares are issued by a

close corporation as defined by the Texas Business Organizations

Code. Under Chapter 21 of that code, a shareholders’ agreement may

provide for management of a close corporation by the shareholders

or in other ways different from an ordinary corporation. This may

subject the holder of this certificate to certain obligations and

liabilities not otherwise imposed on shareholders of an ordinary

corporation. On a sale or transfer of these shares, the transferor

is required to deliver to the transferee a complete copy of any

shareholders’ agreement."

(b)AANotwithstanding this chapter and Section 3.202, the

status of a corporation as a close corporation is not affected by

the failure of a share certificate to contain the statement

required by Subsection (a). (TBCA 12.39.)

[Sections 21.733-21.750 reserved for expansion]

SUBCHAPTER P. JUDICIAL PROCEEDINGS RELATING TO

CLOSE CORPORATION

Sec.A21.751.AADEFINITIONS. In this subchapter:
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(1)AA"Court" means a district court in the county in

which the principal office of the close corporation is located.

(2)AA"Custodian" means a person appointed by a court

under Section 21.761.

(3)AA"Provisional director" means a person appointed by

a court under Section 21.758.

(4)AA"Shareholder" means a record or beneficial owner

of shares in a close corporation, including:

(A)AAa person holding a beneficial interest in the

shares under an inter vivos, testamentary, or voting trust; or

(B)AAthe personal representative, as defined by

the Texas Probate Code, of a record or beneficial owner. (TBCA

12.51.A.)

Sec.A21.752.AAPROCEEDINGS AUTHORIZED. In addition to any

other judicial proceeding pertaining to an ordinary corporation

provided for by this chapter or other law, a close corporation or

shareholder may institute a proceeding in a district court in the

county in which the principal office of the close corporation is

located to:

(1)AAenforce a close corporation provision;

(2)AAappoint a provisional director; or

(3)AAappoint a custodian. (TBCA 12.51.B.)

Sec.A21.753.AANOTICE; INTERVENTION. (a) Notice of the

institution of a proceeding shall be given to the close

corporation, if the corporation is not a plaintiff, and to each

shareholder who is not a plaintiff in the manner prescribed by law

and consistent with due process of law as directed by the court.
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(b)AAThe close corporation or a shareholder of the close

corporation may intervene in the proceeding. (TBCA 12.51.C.)

Sec.A21.754.AAPROCEEDING NONEXCLUSIVE. Except as provided by

Section 21.755, the right of a close corporation or a shareholder to

institute a proceeding under Section 21.752 is in addition to

another right or remedy the plaintiff is entitled to under law.

(TBCA 12.51.D.)

Sec.A21.755.AAUNAVAILABILITY OF JUDICIAL PROCEEDING. (a) A

shareholder may not institute a proceeding before exhausting any

nonjudicial remedy contained in a close corporation provision for

resolution of an issue that is in dispute unless the shareholder

proves that the close corporation, the shareholders as a whole, or

the shareholder will suffer irreparable harm before the nonjudicial

remedy is exhausted.

(b)AAA shareholder may not institute a proceeding to seek

damages or other monetary relief if the shareholder is entitled to

dissent from a proposed action and receive the fair value of the

shareholder’s shares under this code or a shareholders ’ agreement.

(TBCA 12.51.E.)

Sec.A21.756.AAJUDICIAL PROCEEDING TO ENFORCE CLOSE

CORPORATION PROVISION. (a) In a judicial proceeding under this

section, a court shall enforce a close corporation provision

without regard to whether there is an adequate remedy at law.

(b)AAThe court may enforce a close corporation provision by

injunction, specific performance, or other relief the court

determines to be fair and equitable under the circumstances,

including:
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(1)AAdamages instead of or in addition to specific

enforcement;

(2)AAthe appointment of a provisional director or

custodian;

(3)AAthe appointment of a receiver for specific assets

of the close corporation in accordance with Section 11.403;

(4)AAthe appointment of a receiver to rehabilitate the

close corporation in accordance with Section 11.404;

(5)AAsubject to Section 21.757, the liquidation of the

assets and business and involuntary termination of the close

corporation and appointment of a receiver to effect the liquidation

in accordance with Section 11.405; and

(6)AAthe termination of close corporation status.

(c)AAThe court may not order termination of close corporation

status under Subsection (b)(6) unless the court determines that:

(1)AAany other remedy in law or equity, including

appointment of a provisional director, custodian, or other type of

receiver, is inadequate; and

(2)AAthe size, the nature of the business, or the number

of shareholders of the close corporation, or their relationship to

one another or other similar factors, make it wholly impractical to

continue close corporation status. (TBCA 12.52.A.)

Sec.A21.757.AALIQUIDATION; INVOLUNTARY WINDING UP AND

TERMINATION; RECEIVERSHIP. Except as provided by Section 21.756, in

a case in which a shareholder is entitled to wind up and terminate a

close corporation under a shareholders’ agreement, a court may not

order liquidation, involuntary termination, or receivership under
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that section unless the court determines that any other remedy in

law or equity, including appointment of a provisional director,

custodian, or other type of receiver, is inadequate. (TBCA

12.52.B.)

Sec.A21.758.AAAPPOINTMENT OF PROVISIONAL DIRECTOR. (a) In a

judicial proceeding under this section, a court shall appoint a

provisional director for a close corporation on presentation of

proof that the directors or the persons empowered to manage the

business and affairs of the close corporation under a shareholders ’

agreement are so divided with respect to the management of the

business and affairs of the close corporation that the required

votes or consent to take action on behalf of the close corporation

cannot be obtained, resulting in the business and affairs being

conducted in a manner that is not to the general advantage of the

shareholders.

(b)AAThe provisional director must be an impartial person who

is not a shareholder, a party to a shareholders ’ agreement, a person

empowered to manage the close corporation under a shareholders’

agreement, or a creditor of the close corporation or of a subsidiary

or affiliate of the close corporation. The court shall determine

any further qualifications.

(c)AAA provisional director shall serve until removed by

court order or by a vote of the majority of the directors or the

holders of the majority of the shares with voting power, or by a

vote of a different number, not fewer than the majority, of

shareholders or directors if a close corporation provision requires

the concurrence of a larger or different majority for action by the
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directors or shareholders. (TBCA 12.53.A, B (part).)

Sec.A21.759.AARIGHTS AND POWERS OF PROVISIONAL DIRECTOR. A

provisional director has all the rights and powers of an elected

director of the close corporation, or the rights of vote or consent

of a shareholder and other rights and powers of shareholders or

other persons who have been empowered to manage the business and

affairs of the close corporation under a shareholders ’ agreement

with the voting power provided by court order, including the right

to notice of, and to vote at, meetings of directors or shareholders.

(TBCA 12.53.B (part).)

Sec.A21.760.AACOMPENSATION OF PROVISIONAL DIRECTOR. (a) The

compensation of a provisional director shall be determined by an

agreement between the provisional director and the close

corporation, subject to court approval.

(b)AAThe court may set the compensation in the absence of an

agreement or in the event of a disagreement between the provisional

director and the close corporation. (TBCA 12.53.B (part).)

Sec.A21.761.AAAPPOINTMENT OF CUSTODIAN. (a) In a judicial

proceeding under this section, a court shall appoint a custodian

for a close corporation on presentation of proof that:

(1)AAat a meeting held for the election of directors,

the shareholders are so divided that the shareholders have failed

to elect successors to directors whose terms have expired or would

have expired on qualification of a successor;

(2)AAthe business of the close corporation is suffering

or is threatened with irreparable injury because the directors, or

the shareholders or the persons empowered to manage the business
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and affairs of the close corporation under a shareholders ’

agreement, are so divided with respect to the management of the

business and affairs of the close corporation that the required

vote or consent to take action on behalf of the close corporation

cannot be obtained and a remedy with respect to the deadlock in a

close corporation provision has failed; or

(3)AAthe plaintiff or intervenor has the right to wind

up and terminate the close corporation under a shareholders’

agreement as provided by Section 21.714.

(b)AATo be eligible to serve as a custodian, a person must

comply with all the qualifications required to serve as a receiver

under Section 11.406. (TBCA 12.54.A, B (part).)

Sec.A21.762.AAPOWERS AND DUTIES OF CUSTODIAN. A person who

qualifies as a custodian has all of the powers and duties and the

title of a receiver appointed under Sections 11.404-11.406. The

custodian shall continue the business of the close corporation and

may not liquidate the affairs or distribute the assets of the close

corporation, except as provided by court order or Section

21.761(a)(3). (TBCA 12.54.B (part).)

Sec.A21.763.AATERMINATION OF CUSTODIANSHIP. If the condition

requiring the appointment of a custodian is remedied other than by

liquidation or winding up and termination, the court shall

terminate the custodianship immediately and management of the close

corporation shall be restored to the directors or shareholders of

the close corporation or to the persons empowered to manage the

business and affairs of the close corporation under a shareholders ’

agreement. (TBCA 12.54.B (part).)
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[Sections 21.764-21.800 reserved for expansion]

SUBCHAPTER Q. MISCELLANEOUS PROVISIONS

Sec.A21.801.AASHARES AND OTHER SECURITIES ARE PERSONAL

PROPERTY. Except as otherwise provided by this code, the shares and

other securities of a corporation are personal property. (TBCA

2.22.A (part).)

Sec.A21.802.AAPENALTIES FOR LATE FILING OF CERTAIN

INSTRUMENTS. (a) A person required under Title 1 or this title to

file a change of registered office or agent, a certificate of

voluntary withdrawal, or a certificate of termination for a

corporation commits an offense if the person does not file the

required filing with the secretary of state before the earlier of:

(1)AAthe 30th day after the date of the change,

withdrawal, or termination; or

(2)AAthe date the filing is otherwise required by law.

(b)AAA person who violates Subsection (a) is liable to the

state for a civil penalty in an amount not to exceed $2,500 for each

violation. In determining the amount of a penalty under this

subsection, the court shall consider all the circumstances giving

rise to the offense. The attorney general or the prosecuting

attorney in the county in which the violation occurs may bring suit

to recover the civil penalty imposed under this section.

(c)AAThe attorney general may bring an action in the name of

the state to restrain or enjoin a person from violating this

section.

(d)AAIn an action or proceeding brought against a person who

has not complied with this section, the plaintiff or other party
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bringing the suit or proceeding may recover, at the court ’s

discretion, reasonable costs and attorney ’s fees incurred by

locating and effecting service of process on the person. Any

damages recovered must be in conjunction with a pending action or

proceeding and shall be awarded as costs under the Texas Rules of

Civil Procedure. This section does not create a private

independent cause of action for failure to comply with this

section.

(e)AAA person who is entitled to recover damages under

Subsection (d) may request from the attorney general

nonconfidential information on the other person for the purpose of

effecting service of process. The attorney general shall comply

with a request made under this subsection to the extent

practicable. (TBCA 9.07.B, C, D, E, F.)

CHAPTER 22. NONPROFIT CORPORATIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A22.001.AADEFINITIONS. In this chapter:

(1)AA"Board of directors" means the group of persons

vested with the management of the affairs of the corporation,

regardless of the name used to designate the group.

(2)AA"Bylaws" means the rules adopted to regulate or

manage the corporation, regardless of the name used to designate

the rules.

(3)AA"Corporation" or "domestic corporation" means a

domestic nonprofit corporation subject to this chapter.

(4)AA"Foreign corporation" means a foreign nonprofit

corporation.
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(5)AA"Nonprofit corporation" means a corporation no

part of the income of which is distributable to a member, director,

or officer of the corporation.

(6)AA"Ordinary care" means the care that an ordinarily

prudent person in a similar position would exercise under similar

circumstances. (TNPCA 1.02.A(1), (2), (3), (5), (7), (15).)

Sec.A22.002.AAMEETINGS BY REMOTE COMMUNICATIONS TECHNOLOGY.

Subject to the provisions of this code and the certificate of

formation and bylaws of a corporation, a meeting of the members of a

corporation, the board of directors of a corporation, or any

committee designated by the board of directors of a corporation may

be held by means of a remote electronic communications system,

including videoconferencing technology or the Internet, only if:

(1)AAeach person entitled to participate in the meeting

consents to the meeting being held by means of that system; and

(2)AAthe system provides access to the meeting in a

manner or using a method by which each person participating in the

meeting can communicate concurrently with each other participant.

(TNPCA 9.11.A.)

[Sections 22.003-22.050 reserved for expansion]

SUBCHAPTER B. PURPOSES AND POWERS

Sec.A22.051.AAGENERAL PURPOSES. A nonprofit corporation may

be formed for any lawful purpose or purposes not expressly

prohibited under this chapter or Chapter 2, including any purpose

described by Section 2.002. (TNPCA 2.01.A (part).)

Sec.A22.052.AADENTAL HEALTH SERVICE CORPORATION. (a) A

charitable corporation may be formed to operate a dental health
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service corporation that manages and coordinates the relationship

between a dentist who contracts to perform dental services and a

patient who will receive the services as a member of a group that

contracted with the dental health service corporation to provide

dental care to group members.

(b)AAThe certificate of formation for a charitable

corporation formed under this section must have attached as an

exhibit:

(1)AAan affidavit of the organizer or organizers

stating:

(A)AAthat not less than 30 percent of the dentists

legally engaged in the practice of dentistry in this state have

signed a contract to perform the required dental services for a

period of at least one year after incorporation; and

(B)AAthe names and addresses of those dentists;

and

(2)AAa certification by the State Board of Dental

Examiners that:

(A)AAthe applicants are reputable residents of

this state of good moral character; and

(B)AAthe corporation will be in the best interest

of the public health.

(c)AAA corporation formed under this section must have at

least 12 directors, including 9 directors who are licensed to

practice dentistry in this state and are actively engaged in the

practice of dentistry in this state.

(d)AAA corporation formed under this section shall maintain
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as participating or contracting dentists at least 30 percent of the

number of dentists actually engaged in the practice of dentistry in

this state. The corporation shall file annually in September with

the State Board of Dental Examiners the name and address of each

participating or contracting dentist.

(e)AAA corporation formed under this section may not:

(1)AAprevent a patient from selecting the licensed

dentist of the patient’s choice to provide dental services to the

patient;

(2)AAdeny a licensed dentist the right to participate

as a contracting dentist to perform the dental services contracted

for by the patient;

(3)AAdiscriminate among patients or licensed dentists

regarding payment or reimbursement for the cost of performing

dental services; or

(4)AAauthorize any person to regulate, interfere with,

or intervene in any manner in the diagnosis or treatment provided by

a licensed dentist to a patient.

(f)AAA corporation formed under this section may require the

attending dentist to provide a narrative oral or written

description of the dental services provided to determine benefits

or provide proof of treatment. The corporation may request but may

not require diagnostic aids used in the course of treatment. (TNPCA

2.01.A (part).)

Sec.A22.053.AADIVIDENDS PROHIBITED. A dividend may not be

paid to, and no part of the income of a corporation may be

distributed to, the corporation’s members, directors, or officers.
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(TNPCA 2.24 (part).)

Sec.A22.054.AAAUTHORIZED BENEFITS AND DISTRIBUTIONS. A

corporation may:

(1)AApay compensation in a reasonable amount to the

members, directors, or officers of the corporation for services

provided;

(2)AAconfer benefits on the corporation ’s members in

conformity with the corporation’s purposes; and

(3)AAmake distributions to the corporation ’s members on

winding up and termination to the extent authorized by this

chapter. (TNPCA 2.24 (part).)

Sec.A22.055.AAPOWER TO ASSIST EMPLOYEE OR OFFICER. (a) A

corporation may lend money to or otherwise assist an employee or

officer of the corporation, but not a director, if the loan or

assistance may reasonably be expected to directly or indirectly

benefit the corporation.

(b)AAA loan made to an officer must be:

(1)AAmade for the purpose of financing the officer ’s

principal residence; or

(2)AAset in an original principal amount that does not

exceed:

(A)AA100 percent of the officer’s annual salary,

if the loan is made before the first anniversary of the officer ’s

employment; or

(B)AA50 percent of the officer’s annual salary, if

the loan is made in any subsequent year. (TNPCA 2.02.A (part).)

Sec.A22.056.AAHEALTH ORGANIZATION CORPORATION. (a) Doctors
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of medicine and osteopathy licensed by the Texas State Board of

Medical Examiners and podiatrists licensed by the Texas State Board

of Podiatric Medical Examiners may form a corporation that is

jointly owned, managed, and controlled by those practitioners to

perform a professional service that falls within the scope of

practice of those practitioners and consists of:

(1)AAcarrying out research in the public interest in

medical science, medical economics, public health, sociology, or a

related field;

(2)AAsupporting medical education in medical schools

through grants or scholarships;

(3)AAdeveloping the capabilities of individuals or

institutions studying, teaching, or practicing medicine, including

podiatric medicine;

(4)AAdelivering health care to the public; or

(5)AAinstructing the public regarding medical science,

public health, hygiene, or a related matter.

(b)AAWhen doctors of medicine, osteopathy, and podiatry form

a corporation that is jointly owned by those practitioners, the

authority of each of the practitioners is limited by the scope of

practice of the respective practitioners and none can exercise

control over the other’s clinical authority granted by their

respective licenses, either through agreements, the certificate of

formation or bylaws of the corporation, directives, financial

incentives, or other arrangements that would assert control over

treatment decisions made by the practitioner. The Texas State

Board of Medical Examiners and the Texas State Board of Podiatric
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Medical Examiners continue to exercise regulatory authority over

their respective licenses. (TNPCA 2.01.C, D.)

[Sections 22.057-22.100 reserved for expansion]

SUBCHAPTER C. FORMATION AND GOVERNING DOCUMENTS

Sec.A22.101.AAINCORPORATION OF CERTAIN ORGANIZATIONS. A

religious society, a charitable, benevolent, literary, or social

association, or a church may incorporate as a corporation governed

by this chapter with the consent of a majority of its members. Those

members shall authorize the organizers to execute the certificate

of formation. (TNPCA 3.01.B.)

Sec.A22.102.AABYLAWS. (a) The initial bylaws of a

corporation shall be adopted by the corporation’s board of

directors or, if the management of the corporation is vested in the

corporation’s members, by the members.

(b)AAThe bylaws may contain provisions for the regulation and

management of the affairs of the corporation that are consistent

with law and the certificate of formation.

(c)AAThe board of directors may amend or repeal the bylaws,

or adopt new bylaws, unless:

(1)AAthis chapter or the corporation ’s certificate of

formation wholly or partly reserves the power exclusively to the

corporation’s members;

(2)AAthe management of the corporation is vested in the

corporation’s members; or

(3)AAin amending, repealing, or adopting a bylaw, the

members expressly provide that the board of directors may not amend

or repeal the bylaw. (TNPCA 2.09.)
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Sec.A22.103.AAINCONSISTENCY BETWEEN CERTIFICATE OF

FORMATION AND BYLAW. (a) A provision of a certificate of formation

of a corporation that is inconsistent with a bylaw controls over the

bylaw, except as provided by Subsection (b).

(b)AAA change in the number of directors by amendment to the

bylaws controls over the number stated in the certificate of

formation, unless the certificate of formation provides that a

change in the number of directors may be made only by amendment to

the certificate. (TNPCA 3.02.D.)

Sec.A22.104.AAORGANIZATION MEETING. (a) After the

certificate of formation is filed, the board of directors named in

the certificate of formation of a corporation shall hold an

organization meeting of the board, either in or out of this state,

at the call of the incorporators or a majority of the directors to

adopt bylaws and elect officers and for other purposes determined

by the board at the meeting. The incorporators or directors calling

the meeting shall send notice of the time and place of the meeting

to each director named in the certificate of formation not later

than the third day before the date of the meeting.

(b)AAA first meeting of the members may be held at the call of

the majority of the directors on notice provided not later than the

third day before the date of the meeting. The notice must state the

purposes of the meeting.

(c)AAIf the management of a corporation is vested in the

corporation’s members, the members shall hold the organization

meeting on the call of an incorporator. An incorporator who calls

the meeting shall:
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(1)AAsend notice of the time and place of the meeting to

each member not later than the third day before the date of the

meeting;

(2)AAif the corporation is a church, make an oral

announcement of the time and place of the meeting at a regularly

scheduled worship service before the meeting; or

(3)AAsend notice of the meeting in the manner provided

by the certificate of formation. (TNPCA 3.05.)

Sec.A22.105.AAPROCEDURES TO ADOPT AMENDMENT TO CERTIFICATE

OF FORMATION BY MEMBERS HAVING VOTING RIGHTS. (a) Except as

provided by Section 22.107(b), to amend the certificate of

formation of a corporation with members having voting rights, the

board of directors of the corporation must adopt a resolution

specifying the proposed amendment and directing that the amendment

be submitted to a vote at an annual or special meeting of the

members having voting rights.

(b)AAWritten notice containing the proposed amendment or a

summary of the changes to be effected by the amendment shall be

given to each member entitled to vote at the meeting within the time

and in the manner provided by this chapter for giving notice of a

meeting of members.

(c)AAThe proposed amendment shall be adopted on receiving the

vote required by Section 22.164. (TNPCA 4.02.A(1) (part).)

Sec.A22.106.AAPROCEDURES TO ADOPT AMENDMENT TO CERTIFICATE

OF FORMATION BY MANAGING MEMBERS. (a) To be approved, a proposed

amendment to the certificate of formation of a corporation the

management of the affairs of which is vested in the corporation ’s
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members under Section 22.202 must be submitted to a vote at an

annual, regular, or special meeting of the members.

(b)AAExcept as otherwise provided by the certificate of

formation or bylaws, notice containing the proposed amendment or a

summary of the changes to be effected by the amendment shall be

given to the members within the time and in the manner provided by

this chapter for giving notice of a meeting of members.

(c)AAThe proposed amendment shall be adopted on receiving the

vote required by Section 22.164. (TNPCA 4.02.A(3) (part).)

Sec.A22.107.AAPROCEDURES TO ADOPT AMENDMENT TO CERTIFICATE

OF FORMATION BY BOARD OF DIRECTORS. (a) If a corporation has no

members or has no members with voting rights, or in the case of an

amendment under Subsection (b), an amendment to the corporation ’s

certificate of formation shall be adopted at a meeting of the board

of directors on receiving the vote of directors required by Section

22.164.

(b)AAExcept as otherwise provided by the certificate of

formation, the board of directors of a corporation with members

having voting rights may, without member approval, adopt amendments

to the certificate of formation to:

(1)AAextend the duration of the corporation if the

corporation was incorporated when limited duration was required by

law;

(2)AAdelete the names and addresses of the initial

directors;

(3)AAdelete the name and address of the initial

registered agent or registered office, if a statement of change is
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on file with the secretary of state; or

(4)AAchange the corporate name by:

(A)AAsubstituting the word "corporation,"

"incorporated," "company," or "limited," or the abbreviation

"corp.," "inc.," "co.," or "ltd.," for a similar word or

abbreviation in the name; or

(B)AAadding, deleting, or changing a geographical

attribution to the name. (TNPCA 4.02.A(2), (4).)

Sec.A22.108.AANUMBER OF AMENDMENTS SUBJECT TO VOTE AT

MEETING. Any number of amendments to the corporation ’s certificate

of formation may be submitted to and voted on by a corporation’s

members at any one meeting of the members. (TNPCA 4.02.B.)

[Sections 22.109-22.150 reserved for expansion]

SUBCHAPTER D. MEMBERS

Sec.A22.151.AAMEMBERS. (a) A corporation may have one or

more classes of members or may have no members.

(b)AAIf the corporation has one or more classes of members,

the corporation ’s certificate of formation or bylaws must include:

(1)AAa designation of each class;

(2)AAthe manner of the election or appointment of the

members of each class; and

(3)AAthe qualifications and rights of the members of

each class.

(c)AAA corporation may issue a certificate, card, or other

instrument evidencing membership rights, voting rights, or

ownership rights as authorized by the certificate of formation or

bylaws. (TNPCA 2.08.A, B, D.)
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Sec.A22.152.AAIMMUNITY FROM LIABILITY. The members of a

corporation are not personally liable for a debt, liability, or

obligation of the corporation. (TNPCA 2.08.E.)

Sec.A22.153.AAANNUAL MEETING. (a) Except as provided by

Subsection (b), a corporation shall hold an annual meeting of the

members at a time that is stated in or determined in accordance with

the corporation ’s bylaws.

(b)AAIf the bylaws provide for more than one regular meeting

of members each year, an annual meeting is not required. If an

annual meeting is not required, directors may be elected at a

meeting as provided by the bylaws. (TNPCA 2.10.A(2) (part).)

Sec.A22.154.AAFAILURE TO CALL ANNUAL MEETING. (a) If the

board of directors of a corporation fails to call the annual meeting

of members at the designated time, a member of the corporation may

demand that the meeting be held within a reasonable time. The

demand must be made in writing and sent to an officer of the

corporation by registered mail.

(b)AAIf the annual meeting is not called before the 61st day

after the date of demand, a member of the corporation may compel the

holding of the meeting by legal action directed against the board of

directors, and each of the extraordinary writs of common law and of

courts of equity are available to the member to compel the holding

of the meeting. Each member has a justiciable interest sufficient

to enable the member to institute and prosecute the legal

proceedings.

(c)AAFailure to hold the annual meeting at the designated

time does not result in the winding up and termination of the
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corporation. (TNPCA 2.10.A(2) (part).)

Sec.A22.155.AASPECIAL MEETINGS OF MEMBERS. A special meeting

of the members of a corporation may be called by:

(1)AAthe president;

(2)AAthe board of directors;

(3)AAmembers having not less than one-tenth of the

votes entitled to be cast at the meeting; or

(4)AAother officers or persons as provided by the

certificate of formation or bylaws of the corporation. (TNPCA

2.10.A(3).)

Sec.A22.156.AANOTICE OF MEETING. (a) A corporation other

than a church shall provide written notice of the place, date, and

time of a meeting of the members of the corporation and, if the

meeting is a special meeting, the purpose or purposes for which the

meeting is called. The notice shall be delivered to each member

entitled to vote at the meeting not later than the 10th day and not

earlier than the 60th day before the date of the meeting. Notice

may be delivered personally or in accordance with Section 6.051(b).

(b)AANotice of a meeting of the members of a corporation that

is a church is sufficient if given by oral announcement at a

regularly scheduled worship service before the meeting or as

otherwise provided by the certificate of formation or bylaws of the

corporation. (TNPCA 2.11.A (part), B.)

Sec.A22.157.AASPECIAL BYLAWS AFFECTING NOTICE. (a) A

corporation may provide in the corporation’s bylaws that notice of

an annual or regular meeting is not required.

(b)AAA corporation having more than 1,000 members at the time
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a meeting is scheduled or called may provide notice of a meeting by

publication in a newspaper of general circulation in the community

in which the principal office of the corporation is located, if the

corporation provides for that notice in its bylaws. (TNPCA 2.11.C,

D.)

Sec.A22.158.AAPREPARATION AND INSPECTION OF LIST OF VOTING

MEMBERS. (a) After setting a record date for the notice of a

meeting, a corporation shall prepare an alphabetical list of the

names of all its voting members. The list must identify:

(1)AAthe members who are entitled to notice and the

members who are not entitled to notice of the meeting;

(2)AAthe address of each voting member; and

(3)AAthe number of votes each voting member is entitled

to cast at the meeting.

(b)AANot later than the second business day after the date

notice is given of a meeting for which a list was prepared in

accordance with Subsection (a), and continuing through the meeting,

the list of voting members must be available at the corporation’s

principal office or at a reasonable place in the municipality in

which the meeting will be held, as identified in the notice of the

meeting, for inspection by members entitled to vote at the meeting

for the purpose of communication with other members concerning the

meeting.

(c)AAA voting member or voting member ’s agent or attorney is

entitled on written demand to inspect and, at the member ’s expense

and subject to Section 22.351, copy the list at a reasonable time

during the period the list is available for inspection.
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(d)AAThe corporation shall make the list of voting members

available at the meeting. A voting member or voting member ’s agent

or attorney is entitled to inspect the list at any time during the

meeting or an adjournment of the meeting. (TNPCA 2.11B.)

Sec.A22.159.AAQUORUM OF MEMBERS. (a) Unless otherwise

provided by the certificate of formation or bylaws of a

corporation, members of the corporation holding one-tenth of the

votes entitled to be cast, in person or by proxy, constitute a

quorum.

(b)AAThe vote of the majority of the votes entitled to be cast

by the members present or represented by proxy at a meeting at which

a quorum is present is the act of the members meeting, unless the

vote of a greater number is required by law or the certificate of

formation or bylaws.

(c)AAUnless otherwise provided by the certificate of

formation or bylaws, a church incorporated before May 12, 1959, is

considered to have provided in the certificate of formation or

bylaws that members present at a meeting for which notice has been

given constitute a quorum. (TNPCA 2.12.)

Sec.A22.160.AAVOTING OF MEMBERS. (a) Each member of a

corporation, regardless of class, is entitled to one vote on each

matter submitted to a vote of the corporation ’s members, except to

the extent that the voting rights of members of a class are limited,

enlarged, or denied by the certificate of formation or bylaws of the

corporation.

(b)AAA member may vote in person or, unless otherwise

provided by the certificate of formation or bylaws, by proxy
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executed in writing by the member or the member ’s attorney-in-fact.

(c)AAUnless otherwise provided by the proxy, a proxy is

revocable and expires 11 months after the date of its execution. A

proxy may not be irrevocable for longer than 11 months.

(d)AAIf authorized by the certificate of formation or bylaws

of the corporation, a member vote on any matter may be conducted by

mail, by facsimile transmission, by electronic message, or by any

combination of those methods. (TNPCA 2.13.A, B.)

Sec.A22.161.AAELECTION OF DIRECTORS. (a) A member entitled

to vote at an election of directors is entitled to vote, in person

or by proxy, for as many persons as there are directors to be

elected and for whose election the member has a right to vote.

(b)AAIf expressly authorized by the corporation ’s

certificate of formation, the member may cumulate the member ’s vote

by:

(1)AAgiving one candidate a number of votes equal to the

number of the directors to be elected multiplied by the member ’s

vote; or

(2)AAdistributing the votes on the same principle among

any number of the candidates.

(c)AAA member who intends to cumulate votes under Subsection

(b) shall give written notice of the member ’s intention to the

secretary of the corporation not later than the day preceding the

date of the election. (TNPCA 2.13.C.)

Sec.A22.162.AAGREATER VOTING REQUIREMENTS UNDER CERTIFICATE

OF FORMATION. If the corporation’s certificate of formation

requires the vote or concurrence of a greater proportion of the
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members of a corporation than is required by this chapter with

respect to an action to be taken by the members, the certificate of

formation controls. (TNPCA 9.08.)

Sec.A22.163.AARECORD DATE FOR DETERMINATION OF MEMBERS. (a)

The record date for determining members of a corporation may be set

as provided by Section 6.101.

(b)AAIf a record date is not set under Section 6.101:

(1)AAmembers on the date of the meeting who are

otherwise eligible to vote are entitled to vote at the meeting;

(2)AAmembers at the close of business on the business

day preceding the date notice is given, or if notice is waived, at

the close of business on the business day preceding the date of the

meeting, are entitled to notice of a meeting of members; and

(3)AAmembers at the close of business on the later of

the day the board of directors adopts the resolution relating to the

action or the 60th day before the date of the action are entitled to

exercise any rights regarding any other lawful action.

(c)AAThe board of directors of a corporation may set a new

date for determining the right to notice of or to vote at any

adjournment of a members’ meeting. The board shall set a new date

if the meeting is adjourned to a date more than 90 days after the

record date for determining members entitled to notice of the

original meeting. (TNPCA 2.11A.A (part), B (part), C (part), E.)

Sec.A22.164.AAVOTE REQUIRED TO APPROVE FUNDAMENTAL ACTION.

(a) In this section, "fundamental action" means:

(1)AAan amendment of a certificate of formation;

(2)AAa voluntary winding up under Chapter 11;
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(3)AAa revocation of a voluntary decision to wind up

under Section 11.151;

(4)AAa cancellation of an event requiring winding up

under Section 11.152;

(5)AAa reinstatement under Section 11.202;

(6)AAa distribution plan under Section 22.305;

(7)AAa plan of merger under Subchapter F;

(8)AAa sale of all or substantially all of the assets of

a corporation under Subchapter F;

(9)AAa plan of conversion under Subchapter F; or

(10)AAa plan of exchange under Subchapter F.

(b)AAExcept as otherwise provided by Subsection (c) or the

certificate of formation in accordance with Section 22.162, the

vote required for approval of a fundamental action is:

(1)AAat least two-thirds of the votes that members

present in person or by proxy are entitled to cast at the meeting at

which the action is submitted for a vote, if the corporation has

members with voting rights;

(2)AAat least two-thirds of the votes of members

present at the meeting at which the action is submitted for a vote,

if the management of the affairs of the corporation is vested in the

corporation’s members under Section 22.202; or

(3)AAthe affirmative vote of the majority of the

directors in office, if the corporation has no members or has no

members with voting rights.

(c)AAIf any class of members is entitled to vote on the

fundamental action as a class by the terms of the certificate of
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formation or the bylaws, the vote required for the approval of the

fundamental action is the vote required by Subsection (b)(1) and at

least two-thirds of the votes that the members of each class in

person or by proxy are entitled to cast at the meeting at which the

action is submitted for a vote. (TNPCA 4.02.A (part), 5.03.A

(part), 5.09 (part), 6.01.A (part), 6.03 (part), 6.04.A (part).)

[Sections 22.165-22.200 reserved for expansion]

SUBCHAPTER E. MANAGEMENT

Sec.A22.201.AAMANAGEMENT BY BOARD OF DIRECTORS. Except as

provided by Section 22.202, the affairs of a corporation are

managed by a board of directors. The board of directors may be

designated by any name appropriate to the customs, usages, or

tenets of the corporation. (TNPCA 2.14.A (part), D.)

Sec.A22.202.AAMANAGEMENT BY MEMBERS. (a) The certificate of

formation of a corporation may vest the management of the affairs of

the corporation in the members of the corporation. If the

corporation has a board of directors, the corporation may limit the

authority of the board to the extent provided by the certificate of

formation or bylaws.

(b)AAA corporation is considered to have vested the

management of the corporation’s affairs in the board of directors

of the corporation in the absence of a provision to the contrary in

the certificate of formation, unless the corporation is a church

organized and operating under a congregational system that:

(1)AAwas incorporated before January 1, 1994; and

(2)AAhas the management of its affairs vested in the

corporation’s members. (TNPCA 2.14.C.)
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Sec.A22.203.AABOARD MEMBER ELIGIBILITY REQUIREMENTS. A

director of a corporation is not required to be a resident of this

state or a member of the corporation unless the certificate of

formation or a bylaw of the corporation imposes that requirement.

The certificate of formation or bylaws may prescribe other

qualifications for directors. (TNPCA 2.14.A (part).)

Sec.A22.204.AANUMBER OF DIRECTORS. (a) If the corporation

has a board of directors, a corporation may not have fewer than

three directors. The number of directors shall be set by, or in the

manner provided by, the certificate of formation or bylaws of the

corporation, except that the number of directors on the initial

board of directors must be set by the certificate of formation.

(b)AAThe number of directors may be increased or decreased by

amendment to, or in the manner provided by, the certificate of

formation or bylaws. A decrease in the number of directors may not

shorten the term of an incumbent director.

(c)AAIn the absence of a provision of the certificate of

formation or a bylaw setting the number of directors or providing

for the manner in which the number of directors shall be determined,

the number of directors is the same as the number constituting the

initial board of directors. (TNPCA 2.15.A.)

Sec.A22.205.AADESIGNATION OF INITIAL BOARD OF DIRECTORS. If

the corporation is to be managed by a board of directors, the

certificate of formation of a corporation must state the names of

the members of the initial board of directors of the corporation.

(TNPCA 2.15.B (part).)

Sec.A22.206.AAELECTION OR APPOINTMENT OF BOARD OF DIRECTORS.
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Directors other than the initial directors are elected, appointed,

or designated in the manner provided by the certificate of

formation or bylaws. If the method of election, designation, or

appointment is not provided by the certificate of formation or

bylaws, directors other than the initial directors are elected by

the board of directors. (TNPCA 2.15.B (part).)

Sec.A22.207.AAELECTION AND CONTROL BY CERTAIN ENTITIES. (a)

The board of directors of a religious, charitable, educational, or

eleemosynary corporation may be affiliated with, elected, and

controlled by an incorporated or unincorporated convention,

conference, or association organized under the laws of this or

another state, the membership of which is composed of

representatives, delegates, or messengers from a church or other

religious association.

(b)AAThe board of directors of a corporation may be wholly or

partly elected by one or more associations or corporations

organized under the laws of this or another state if:

(1)AAthe certificate of formation or bylaws of the

corporation provide for that election; and

(2)AAthe corporation has no members with voting rights.

(TNPCA 2.14.B, E.)

Sec.A22.208.AATERM OF OFFICE. (a) A director on the initial

board of directors of a corporation holds office until the first

annual election of directors or for the period specified in the

certificate of formation or bylaws of the corporation. Directors

other than the initial directors are elected, appointed, or

designated for the terms provided by the certificate of formation
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or bylaws.

(b)AAIn the absence of a provision in the certificate of

formation or bylaws setting the term of office for directors, a

director holds office until the next annual election of directors

and until a successor is elected, appointed, or designated and

qualified.

(c)AAA director may be removed from office as provided in

Section 22.211. (TNPCA 2.15.B (part), C (part).)

Sec.A22.209.AACLASSIFICATION OF DIRECTORS. Directors may be

divided into classes. The terms of office of the several classes

are not required to be uniform. (TNPCA 2.15.C (part).)

Sec.A22.210.AAEX OFFICIO MEMBER OF BOARD. (a) The

certificate of formation or bylaws of a corporation may provide

that a person may be an ex officio member of the board of directors

of the corporation.

(b)AAA person designated as an ex officio member of the board

is entitled to receive notice of and to attend board meetings.

(c)AAAn ex officio member is not entitled to vote unless the

certificate of formation or bylaws authorize the member to vote. An

ex officio member of the board who is not entitled to vote does not

have the duties or liabilities of a director provided by this

chapter. (TNPCA 2.14.F.)

Sec.A22.211.AAREMOVAL OF DIRECTOR. (a) A director of a

corporation may be removed from office under any procedure provided

by the certificate of formation or bylaws of the corporation.

(b)AAIn the absence of a provision for removal in the

certificate of formation or bylaws, a director may be removed from
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office, with or without cause, by the persons entitled to elect,

designate, or appoint the director. If the director was elected to

office, removal requires an affirmative vote equal to the vote

necessary to elect the director. (TNPCA 2.15.D.)

Sec.A22.212.AAVACANCY. (a) Unless otherwise provided by the

certificate of formation or bylaws of the corporation, a vacancy in

the board of directors of a corporation shall be filled by the

affirmative vote of the majority of the remaining directors,

regardless of whether that majority is less than a quorum. A

director elected to fill a vacancy is elected for the unexpired term

of the member’s predecessor in office.

(b)AAA vacancy in the board occurring because of an increase

in the number of directors shall be filled by election at an annual

meeting or at a special meeting of members called for that purpose.

If a corporation has no members or has no members with the right to

vote on the vacancy, the vacancy shall be filled as provided by the

certificate of formation or bylaws. (TNPCA 2.16.)

Sec.A22.213.AAQUORUM. (a) A quorum for the transaction of

business by the board of directors of a corporation is the lesser

of:

(1)AAthe majority of the number of directors set by the

corporation’s bylaws or, in the absence of a bylaw setting the

number of directors, a majority of the number of directors stated in

the corporation ’s certificate of formation; or

(2)AAany number, not less than three, set as a quorum by

the certificate of formation or bylaws.

(b)AAA director present by proxy at a meeting may not be
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counted toward a quorum. (TNPCA 2.17.A, B.)

Sec.A22.214.AAACTION BY DIRECTORS. The act of a majority of

the directors present in person or by proxy at a meeting at which a

quorum is present is the act of the board of directors of a

corporation, unless the act of a greater number is required by the

certificate of formation or bylaws of the corporation. (TNPCA

2.17.C.)

Sec.A22.215.AAVOTING IN PERSON OR BY PROXY. A director of a

corporation may vote in person or, if authorized by the certificate

of formation or bylaws of the corporation, by proxy executed in

writing by the director. (TNPCA 2.17.D (part).)

Sec.A22.216.AATERM AND REVOCABILITY OF PROXY. (a) A proxy

expires three months after the date the proxy is executed.

(b)AAA proxy is revocable unless otherwise provided by the

proxy or made irrevocable by law. (TNPCA 2.17.D (part).)

Sec.A22.217.AANOTICE OF MEETING; WAIVER OF NOTICE. (a)

Regular meetings of the board of directors of a corporation may be

held with or without notice as prescribed by the corporation’s

bylaws.

(b)AASpecial meetings of the board of directors shall be held

with notice as prescribed by the bylaws. Attendance of a director

at a meeting constitutes a waiver of notice, unless the director

attends a meeting for the express purpose of objecting to the

transaction of any business on the ground that the meeting is not

lawfully called or convened.

(c)AAUnless required by the bylaws, the business to be

transacted at, or the purpose of, a regular or special meeting of
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the board of directors is not required to be specified in the notice

or waiver of notice of the meeting.

(d)AANotice may be delivered personally or in accordance with

Section 6.051(b). (TNPCA 2.19.B.)

Sec.A22.218.AAMANAGEMENT COMMITTEE. (a) If authorized by

the certificate of formation or bylaws of the corporation, the

board of directors of a corporation, by resolution adopted by the

majority of the directors in office, may designate one or more

committees to have and exercise the authority of the board in the

management of the corporation to the extent provided by:

(1)AAthe resolution;

(2)AAthe certificate of formation; or

(3)AAthe bylaws.

(b)AAA committee designated under this section must consist

of at least two persons. The majority of the persons on the

committee must be directors. If provided by the certificate of

formation or bylaws, the remaining persons on the committee are not

required to be directors.

(c)AAThe designation of a committee and the delegation of

authority to the committee does not operate to relieve the board of

directors, or an individual director, of any responsibility imposed

on the board or director by law. A committee member who is not a

director has the same responsibility with respect to the committee

as a committee member who is a director. (TNPCA 2.18.A.)

Sec.A22.219.AAOTHER COMMITTEES. (a) The board of directors

of a corporation, by resolution adopted by the majority of the

directors at a meeting at which a quorum is present, or the
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president, if authorized by a similar resolution of the board of

directors or by the certificate of formation or bylaws of the

corporation, may designate and appoint one or more committees that

do not have the authority of the board of directors in the

management of the corporation.

(b)AAThe membership on a committee designated under this

section may be limited to directors. (TNPCA 2.18.B.)

Sec.A22.220.AAACTION WITHOUT MEETING OF DIRECTORS OR

COMMITTEE. (a) The certificate of formation of a corporation may

provide that an action required by this chapter to be taken at a

meeting of the corporation ’s directors or an action that may be

taken at a meeting of the directors or a committee may be taken

without a meeting if a written consent, stating the action to be

taken, is signed by the number of directors or committee members

necessary to take that action at a meeting at which all of the

directors or committee members are present and voting. The consent

must state the date of each director ’s or committee member’s

signature.

(b)AAA written consent signed by less than all of the

directors or committee members is not effective to take the action

that is the subject of the consent unless, not later than the 60th

day after the date of the earliest dated consent delivered to the

corporation in the manner required by this section, a consent or

consents signed by the required number of directors or committee

members are delivered to the corporation:

(1)AAat the registered office or principal place of

business of the corporation; or
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(2)AAthrough the corporation ’s registered agent,

transfer agent, registrar, or exchange agent or an officer or agent

of the corporation having custody of the books in which proceedings

of meetings of directors or committees are recorded.

(c)AADelivery under Subsection (b) must be by hand or by

certified or registered mail, return receipt requested. Delivery to

the corporation ’s principal place of business must be addressed to

the president or principal executive officer of the corporation.

(d)AAPrompt notice of the taking of an action by directors or

a committee without a meeting by less than unanimous written

consent shall be given to each director or committee member who did

not consent in writing to the action. (TNPCA 9.10.C(1), (2), (3).)

Sec.A22.221.AAGENERAL STANDARDS FOR DIRECTORS. (a) A

director shall discharge the director’s duties, including duties as

a committee member, in good faith, with ordinary care, and in a

manner the director reasonably believes to be in the best interest

of the corporation.

(b)AAA director is not liable to the corporation, a member,

or another person for an action taken or not taken as a director if

the director acted in compliance with this section. A person

seeking to establish liability of a director must prove that the

director did not act:

(1)AAin good faith;

(2)AAwith ordinary care; and

(3)AAin a manner the director reasonably believed to be

in the best interest of the corporation. (TNPCA 2.28.A, D.)

Sec.A22.222.AARELIGIOUS CORPORATION DIRECTOR’S GOOD FAITH
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RELIANCE ON CERTAIN INFORMATION. A director of a religious

corporation, in the discharge of a duty imposed or power conferred

on the director, including a duty imposed or power conferred as a

committee member, may rely in good faith on information or on an

opinion, report, or statement, including a financial statement or

other financial data, concerning the corporation or another person

that was prepared or presented by:

(1)AAa religious authority; or

(2)AAa minister, priest, rabbi, or other person whose

position or duties in the corporation the director believes justify

reliance and confidence and whom the director believes to be

reliable and competent in the matters presented. (TNPCA 2.28.B

(part).)

Sec.A22.223.AANOT A TRUSTEE. A director of a corporation is

not considered to have the duties of a trustee of a trust with

respect to the corporation or with respect to property held or

administered by the corporation, including property subject to

restrictions imposed by the donor or transferor of the property.

(TNPCA 2.28.E.)

Sec.A22.224.AADELEGATION OF INVESTMENT AUTHORITY. (a) The

board of directors of a corporation may:

(1)AAcontract with an advisor who is an investment

counsel or a trust company, bank, investment advisor, or investment

manager; and

(2)AAconfer on that advisor the authority to:

(A)AApurchase or otherwise acquire a stock, bond,

security, or other investment on behalf of the corporation; and
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(B)AAsell, transfer, or otherwise dispose of an

asset or property of the corporation at a time and for a

consideration the advisor considers appropriate.

(b)AAThe board of directors may:

(1)AAconfer on an advisor described by Subsection (a)

other powers regarding the corporation ’s investments as the board

considers appropriate; and

(2)AAauthorize the advisor to hold title to an asset or

property of the corporation, in the advisor ’s own name or in the

name of a nominee, for the benefit of the corporation.

(c)AAThe board of directors is not liable for an action taken

or not taken by an advisor under this section if the board acted in

good faith and with ordinary care in selecting the advisor. The

board of directors may remove or replace the advisor, with or

without cause, if the board considers that action appropriate or

necessary. (TNPCA 2.29.)

Sec.A22.225.AALOAN TO DIRECTOR PROHIBITED. (a) A

corporation may not make a loan to a director.

(b)AAThe directors of a corporation who vote for or assent to

the making of a loan to a director, and any officer who participates

in making the loan, are jointly and severally liable to the

corporation for the amount of the loan until the loan is repaid.

(TNPCA 2.25.)

Sec.A22.226.AADIRECTOR LIABILITY FOR CERTAIN DISTRIBUTIONS

OF ASSETS. (a) In addition to any other liability imposed by law on

the directors of a corporation, the directors who vote for or assent

to a distribution of assets other than in payment of the
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corporation’s debts, when the corporation is insolvent or when

distribution would render the corporation insolvent, or during the

liquidation of the corporation, without the payment and discharge

of or making adequate provisions for any known debt, obligation, or

liability of the corporation, are jointly and severally liable to

the corporation for the value of the assets distributed, to the

extent that the debt, obligation, or liability is not paid and

discharged.

(b)AAA director is not liable under this section if, in

voting for or assenting to a distribution, the director:

(1)AArelied in good faith and with ordinary care on

information or an opinion, report, or statement in accordance with

Section 3.102;

(2)AAacting in good faith and with ordinary care,

considered the assets of the corporation to be at least equal to

their book value; or

(3)AAin determining whether the corporation made

adequate provision for the discharge of all of its liabilities and

obligations as provided in Section 11.053, relied in good faith and

with ordinary care on financial statements of, or other information

concerning, a person who was or became contractually obligated to

discharge some or all of those liabilities or obligations. (TNPCA

2.26.A, C.)

Sec.A22.227.AADISSENT TO ACTION. (a) A director of a

corporation who is present at a meeting of the board of directors at

which action is taken on a corporate matter described by Section

22.226(a) is presumed to have assented to the action unless:
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(1)AAthe director’s dissent has been entered in the

minutes of the meeting;

(2)AAthe director has filed a written dissent to the

action with the person acting as the secretary of the meeting before

the meeting is adjourned; or

(3)AAthe director has sent a written dissent by

registered mail to the secretary of the corporation immediately

after the meeting has been adjourned.

(b)AAThe right to dissent under this section does not apply

to a director who voted in favor of the action. (TNPCA 2.26.B.)

Sec.A22.228.AARELIANCE ON WRITTEN OPINION OF ATTORNEY. A

director is not liable under Section 22.226 or 22.227 if, in the

exercise of ordinary care, the director acted in good faith and in

reliance on the written opinion of an attorney for the corporation.

(TNPCA 2.26.D.)

Sec.A22.229.AARIGHT TO CONTRIBUTION. A director against whom

a claim is asserted under Section 22.226 or 22.227 and who is held

liable on the claim is entitled to contribution from persons who

accepted or received the distribution knowing the distribution to

have been made in violation of that section, in proportion to the

amounts received by those persons. (TNPCA 2.26.E.)

Sec.A22.230.AACONTRACTS OR TRANSACTIONS INVOLVING

INTERESTED DIRECTORS, OFFICERS, AND MEMBERS. (a) This section

applies only to a contract or transaction between a corporation

and:

(1)AAone or more of the corporation ’s directors,

officers, or members; or
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(2)AAan entity or other organization in which one or

more of the corporation’s directors, officers, or members:

(A)AAis a managerial official or a member; or

(B)AAhas a financial interest.

(b)AAAn otherwise valid contract or transaction is valid

notwithstanding that a director, officer, or member of the

corporation is present at or participates in the meeting of the

board of directors, of a committee of the board, or of the members

that authorizes the contract or transaction, or votes to authorize

the contract or transaction, if:

(1)AAthe material facts as to the relationship or

interest and as to the contract or transaction are disclosed to or

known by:

(A)AAthe corporation’s board of directors, a

committee of the board of directors, or the members, and the board,

the committee, or the members in good faith and with ordinary care

authorize the contract or transaction by the affirmative vote of

the majority of the disinterested directors, committee members or

members, regardless of whether the disinterested directors,

committee members or members constitute a quorum; or

(B)AAthe members entitled to vote on the

authorization of the contract or transaction, and the contract or

transaction is specifically approved in good faith and with

ordinary care by a vote of the members; or

(2)AAthe contract or transaction is fair to the

corporation when the contract or transaction is authorized,

approved, or ratified by the board of directors, a committee of the
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board of directors, or the members.

(c)AACommon or interested directors or members of a

corporation may be included in determining the presence of a quorum

at a meeting of the board, a committee of the board, or members that

authorizes the contract or transaction. (TNPCA 2.30.)

Sec.A22.231.AAOFFICERS. (a) The officers of a corporation

shall include a president and a secretary and may include one or

more vice presidents, a treasurer, and other officers and assistant

officers as considered necessary. Any two or more offices, other

than the offices of president and secretary, may be held by the same

person.

(b)AAA properly designated committee may perform the

functions of an officer. A single committee may perform the

functions of any two or more officers, including the functions of

president and secretary.

(c)AAThe officers of a corporation may be designated by other

or additional titles as provided by the certificate of formation or

bylaws of the corporation. (TNPCA 2.20.A (part), B.)

Sec.A22.232.AAELECTION OR APPOINTMENT OF OFFICERS. (a) An

officer of a corporation shall be elected or appointed at the time,

in the manner, and for the terms prescribed by the certificate of

formation or bylaws of the corporation. The term of an officer may

not exceed three years.

(b)AAIf the certificate of formation or bylaws do not include

provisions for the election or appointment of officers, the

officers shall be elected or appointed annually by the board of

directors or, if the management of the corporation is vested in the
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corporation’s members, by the members. (TNPCA 2.20.A (part).)

Sec.A22.233.AAAPPLICATION TO CHURCH. A corporation that is a

church is not required to have officers as provided by this

subchapter. The duties and responsibilities of the officers may be

vested in the corporation’s board of directors or other designated

body in any manner provided for by the certificate of formation or

bylaws of the corporation. (TNPCA 2.20.C.)

Sec.A22.234.AARELIGIOUS CORPORATION OFFICER’S GOOD FAITH

RELIANCE ON CERTAIN INFORMATION. An officer of a religious

corporation, in the discharge of a duty imposed or power conferred

on the officer, may rely in good faith and with ordinary care on

information or on an opinion, report, or statement concerning the

corporation or another person that was prepared or presented by:

(1)AAa religious authority or another religious

corporation; or

(2)AAa minister, priest, rabbi, or other person whose

position or duties in the religious authority or religious

corporation the officer believes justify reliance and confidence

and whom the officer believes to be reliable and competent in the

matters presented. (TNPCA 2.20.D (part).)

Sec.A22.235.AAOFFICER LIABILITY. (a) An officer is not

liable to the corporation or any other person for an action taken or

omission made by the officer in the person ’s capacity as an officer

unless the officer’s conduct was not exercised:

(1)AAin good faith;

(2)AAwith ordinary care; and

(3)AAin a manner the officer reasonably believes to be
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in the best interest of the corporation.

(b)AAThis section shall not affect the liability of the

corporation for an act or omission of the officer. (TNPCA 2.22.)

[Sections 22.236-22.250 reserved for expansion]

SUBCHAPTER F. FUNDAMENTAL BUSINESS TRANSACTIONS

Sec.A22.251.AAAPPROVAL OF MERGER. (a) A domestic

corporation that is a party to a merger under Chapter 10 must

approve the merger by complying with this section.

(b)AAIf the corporation that is a party to the merger has no

members or has no members with voting rights, the plan of merger

must be approved by the vote of directors required by Section

22.164.

(c)AAIf the management of the affairs of the corporation that

is a party to the merger is vested in its members under Section

22.202, the plan of merger:

(1)AAmust be submitted to a vote at an annual, regular,

or special meeting of the members; and

(2)AAmust be approved by the members by the vote

required by Section 22.164.

(d)AAIf the corporation that is a party to the merger has

members with voting rights:

(1)AAthe board of directors must adopt a resolution

that:

(A)AAapproves the plan of merger; and

(B)AAdirects that the plan be submitted to a vote

at an annual or special meeting of the members having voting rights;

and
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(2)AAthe members must approve the plan of merger by the

vote required by Section 22.164. (TNPCA 5.03.A(1) (part), (2), (3)

(part).)

Sec.A22.252.AAAPPROVAL OF SALE OF ALL OR SUBSTANTIALLY ALL OF

ASSETS. (a) A corporation must approve the sale of all or

substantially all of its assets by complying with this section.

(b)AAIf the corporation has no members or has no members with

voting rights, the sale of all or substantially all of the assets of

the corporation must be authorized by the vote of directors

required by Section 22.164.

(c)AAIf the management of the affairs of the corporation is

vested in its members under Section 22.202, a resolution

authorizing a sale of all or substantially all of the assets of the

corporation:

(1)AAmust be submitted to a vote at an annual, regular,

or special meeting of the members; and

(2)AAmust be approved by the members by the vote

required by Section 22.164.

(d)AAIf the corporation has members with voting rights:

(1)AAthe board of directors of the corporation must

adopt a resolution that:

(A)AArecommends the sale; and

(B)AAdirects that the resolution be submitted to a

vote at an annual or special meeting of the members having voting

rights; and

(2)AAthe members must approve the resolution by the

vote required by Section 22.164.
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(e)AAAt the meeting required by Subsection (c) or (d), in

addition to approving the resolution authorizing the sale, the

members may set, or authorize the board of directors to set, the

terms and conditions of the sale and the consideration to be

received by the corporation for the sale by the same vote of

members.

(f)AAAfter the members authorize a sale under Subsection (d),

the board of directors may abandon the sale, subject to the rights

of third parties under any contracts relating to the sale, without

further action or approval by members.

(g)AANotwithstanding Subsection (d), if a corporation is

insolvent, a sale of all or substantially all of the assets of the

corporation may be authorized on receiving the affirmative vote of

the majority of the directors in office.

(h)AAThe phrase "sale of all or substantially all of the

assets" means the sale, lease, exchange, or other disposition,

other than a pledge, mortgage, deed of trust, or trust indenture

unless otherwise provided by the certificate of formation, of all

or substantially all of the property and assets of a domestic

corporation that is not made in the usual and regular course of the

corporation’s activities without regard to whether the disposition

is made with the goodwill of the corporation ’s activities. The term

does not include a transaction that results in the corporation

directly or indirectly:

(1)AAcontinuing to engage in one or more activities; or

(2)AAapplying a portion of the consideration received

in connection with the transaction to the conduct of an activity
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that the corporation engages in after the transaction. (TNPCA 5.09

(part).)

Sec.A22.253.AAMEETING OF MEMBERS; NOTICE. (a) The

corporation must give to each member entitled to vote at a meeting

described by Section 22.251(c) or (d) or Section 22.252(c) or (d) a

written notice stating that the purpose or one of the purposes of

the meeting is to consider the plan of merger or the sale of all or

substantially all of the assets of the corporation. The notice must

be given in the time and manner provided by Chapter 6 and this

chapter for giving notice of a meeting to members.

(b)AAA vote of members entitled to vote at the meeting shall

be taken on the plan of merger or the resolution authorizing the

sale of all or substantially all of the assets of the corporation.

The members must approve the plan or resolution by the vote required

by Section 22.164.

(c)AAFor a meeting to vote on a plan of merger, the notice of

the meeting must contain the plan of merger or a summary of the plan

of merger.

(d)AAFor a corporation the management of the affairs of which

is vested in its members under Section 22.202, the notice of the

meeting is subject to the provisions of the certificate of

formation or bylaws of the corporation. (TNPCA 5.03.A (part), 5.09

(part).)

Sec.A22.254.AAPLEDGE, MORTGAGE, DEED OF TRUST, OR TRUST

INDENTURE. (a) Except as otherwise provided by Subsection (b) or by

the corporation ’s certificate of formation:

(1)AAthe board of directors of a corporation may

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

532



authorize a pledge, mortgage, deed of trust, or trust indenture;

and

(2)AAan authorization or consent of members is not

required for the validity of the transaction or for any sale under

the terms of the transaction.

(b)AAIf the management of the affairs of a corporation is

vested in the corporation ’s members under Section 22.202:

(1)AAthe members may authorize a pledge, mortgage, deed

of trust, or trust indenture in the manner provided by Section

22.252(c) for a sale of all or substantially all of the assets of a

corporation; and

(2)AAan authorization by the board of directors is not

required for the validity of the transaction or for any sale under

the terms of the transaction. (TNPCA 5.09 (part).)

Sec.A22.255.AACONVEYANCE BY CORPORATION. A corporation may

convey real property of the corporation when authorized by

appropriate resolution of the board of directors or members.

(TNPCA 5.08 (part).)

Sec.A22.256.AAAPPROVAL OF CONVERSION. (a) A domestic

corporation must approve a conversion under Chapter 10 by complying

with this section.

(b)AAIf the corporation has no members or has no members with

voting rights, the plan of conversion must be approved by the vote

of directors required by Section 22.164.

(c)AAIf the management of the affairs of the corporation is

vested in its members under Section 22.202, the plan of conversion:

(1)AAmust be submitted to a vote at an annual, regular,
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or special meeting of the members; and

(2)AAmust be approved by the members by the vote

required by Section 22.164.

(d)AAIf the corporation has members with voting rights:

(1)AAthe board of directors must adopt a resolution

that:

(A)AAapproves the plan of conversion; and

(B)AAdirects that the plan be submitted to a vote

at an annual or special meeting of the members having voting rights;

and

(2)AAthe members must approve the plan of conversion by

the vote required by Section 22.164. (New.)

Sec.A22.257.AAAPPROVAL OF EXCHANGE. (a) A domestic

corporation must approve an exchange under Chapter 10 by complying

with this section.

(b)AAIf the corporation has no members or has no members with

voting rights, the plan of exchange must be approved by the vote of

directors required by Section 22.164.

(c)AAIf the management of the affairs of the corporation is

vested in its members under Section 22.202, the plan of exchange:

(1)AAmust be submitted to a vote at an annual, regular,

or special meeting of the members; and

(2)AAmust be approved by the members by the vote

required by Section 22.164.

(d)AAIf the corporation has members with voting rights:

(1)AAthe board of directors must adopt a resolution

that:
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(A)AAapproves the plan of exchange; and

(B)AAdirects that the plan be submitted to a vote

at an annual or special meeting of the members having voting rights;

and

(2)AAthe members must approve the plan of exchange by

the vote required by Section 22.164. (New.)

[Sections 22.258-22.300 reserved for expansion]

SUBCHAPTER G. WINDING UP AND TERMINATION

Sec.A22.301.AAAPPROVAL OF VOLUNTARY WINDING UP,

REINSTATEMENT, REVOCATION OF VOLUNTARY WINDING UP, OR DISTRIBUTION

PLAN. A corporation must approve a voluntary winding up in

accordance with Chapter 11, a reinstatement in accordance with

Section 11.202, a cancellation of an event requiring winding up

under Section 11.152, a revocation of a voluntary decision to wind

up in accordance with Section 11.151, or a distribution plan in

accordance with Section 22.305 by complying with the procedures

prescribed by this subchapter. (New.)

Sec.A22.302.AACERTAIN PROCEDURES FOR APPROVAL. To approve a

voluntary winding up, a reinstatement, a cancellation of an event

requiring winding up, a revocation of a voluntary decision to wind

up, or a distribution plan, a corporation must follow the following

procedures:

(1)AAif the corporation has no members or has no members

with voting rights, the corporation ’s board of directors must adopt

a resolution to wind up, to reinstate, to cancel the event requiring

winding up, to revoke a voluntary decision to wind up, or to effect

the distribution plan by the vote of directors required by Section
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22.164;

(2)AAif the management of the affairs of the

corporation is vested in the corporation’s members under Section

22.202, the winding up, reinstatement, cancellation of event

requiring winding up, revocation of voluntary decision to wind up,

or distribution plan:

(A)AAmust be submitted to a vote at an annual,

regular, or special meeting of members; and

(B)AAmust be approved by the members by the vote

required by Section 22.164; or

(3)AAif the corporation has members with voting rights:

(A)AAthe corporation’s board of directors must

approve a resolution:

(i)AArecommending the winding up,

reinstatement, cancellation of event requiring winding up,

revocation of a voluntary decision to wind up, or distribution

plan; and

(ii)AAdirecting that the winding up,

reinstatement, cancellation of event requiring winding up,

revocation of a voluntary decision to wind up, or distribution plan

of the corporation be submitted to a vote at an annual or special

meeting of members; and

(B)AAthe members must approve the action described

by Paragraph (A) in accordance with Section 22.303. (TNPCA 6.01.A

(part), 6.03 (part), 6.04.A (part).)

Sec.A22.303.AAMEETING OF MEMBERS; NOTICE. (a) The

corporation must give to each member entitled to vote at a meeting
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described by Section 22.302(2) or (3) a written notice stating that

the purpose or one of the purposes of the meeting is to consider the

winding up, reinstatement, cancellation of event requiring winding

up, revocation of the voluntary decision to wind up, or

distribution plan of the corporation. The notice must be given in

the time and manner provided by Chapter 6 and this chapter for the

giving of notice of a meeting to members.

(b)AAA vote of members entitled to vote at the meeting shall

be taken on the resolution to wind up, reinstate, cancel the event

requiring winding up, revoke the voluntary decision to wind up, or

effect the distribution plan of the corporation. The members must

approve the resolution by the vote required under Section 22.164.

(c)AAFor a meeting to vote on a distribution plan, the notice

of the meeting must contain the proposed plan of distribution or a

summary of the plan.

(d)AAFor a corporation the management of the affairs of which

is vested in its members under Section 22.202, the notice of the

meeting is subject to the provisions of the certificate of

formation or bylaws of the corporation. (TNPCA 6.01.A (part), 6.03

(part), 6.04.A (part).)

Sec.A22.304.AAAPPLICATION AND DISTRIBUTION OF PROPERTY. (a)

After all liabilities and obligations of a corporation in the

process of winding up are paid, satisfied, and discharged in

accordance with Section 11.053, the property of the corporation

shall be applied and distributed as follows:

(1)AAproperty held by the corporation on a condition

requiring return, transfer, or conveyance because of the winding up
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or termination shall be returned, transferred, or conveyed in

accordance with that requirement; and

(2)AAunless otherwise provided by the corporation’s

certificate of formation, the remaining property of the corporation

shall be distributed only for tax-exempt purposes to one or more

organizations that are exempt under Section 501(c)(3), Internal

Revenue Code, or described by Section 170(c)(1) or (2), Internal

Revenue Code, under a plan of distribution adopted under this

chapter.

(b)AAA district court of the county in which the

corporation’s principal office is located shall distribute to one

or more organizations exempt under Section 501(c)(3), Internal

Revenue Code, or described by Section 170(c)(1) or (2), Internal

Revenue Code, the property of the corporation remaining after a

distribution of property under the plan of distribution. The court

shall make the distribution in the manner the court determines will

best accomplish the general purposes for which the corporation was

organized. (TNPCA 6.02.A(2), (3).)

Sec.A22.305.AADISTRIBUTION PLAN. A plan providing for the

distribution of property may be adopted by a corporation in the

process of winding up, and shall be adopted by a corporation to

authorize a transfer or conveyance of assets for which this chapter

requires a plan of distribution, in the manner provided by this

subchapter. (TNPCA 6.03 (part).)

Sec.A22.306.AALIMITED SURVIVAL AFTER NATURAL EXPIRATION. (a)

A corporation that was terminated by the expiration of the period of

its duration may, during the three-year period following the date
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of termination, amend the corporation’s certificate of formation by

following the procedures prescribed by Chapter 11 and this chapter

to extend or perpetuate the corporation ’s period of duration. The

expiration of a corporation ’s period of duration does not give a

member or creditor of the corporation a vested right to prevent the

corporation from taking action under this subsection.

(b)AAAn act or contract of a terminated corporation during a

period within which the corporation could have extended the

corporation’s existence under this section, regardless of whether

the corporation has taken action to extend its existence, is not

invalidated by the expiration of the period of duration. (TNPCA

7.12.G.)

Sec.A22.307.AARESPONSIBILITY FOR WINDING UP. If a

corporation determines or is required to wind up, the winding up of

the corporation ’s affairs shall be managed by:

(1)AAthe directors, if management of the affairs is not

vested in the corporation ’s members under Section 22.202; or

(2)AAthe members, if management of the affairs is

vested in the corporation ’s members under Section 22.202. (New.)

[Sections 22.308-22.350 reserved for expansion]

SUBCHAPTER H. RECORDS AND REPORTS

Sec.A22.351.AAMEMBER’S RIGHT TO INSPECT BOOKS AND RECORDS. A

member of a corporation, on written demand stating the purpose of

the demand, is entitled to examine and copy at the member ’s expense,

in person or by agent, accountant, or attorney, at any reasonable

time and for a proper purpose, the books and records of the

corporation relevant to that purpose. (TNPCA 2.23.B.)
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Sec.A22.352.AAFINANCIAL RECORDS AND ANNUAL REPORTS. (a) A

corporation shall maintain current and accurate financial records

with complete entries as to each financial transaction of the

corporation, including income and expenditures, in accordance with

generally accepted accounting principles.

(b)AABased on the records maintained under Subsection (a),

the board of directors of the corporation shall annually prepare or

approve a financial report for the corporation for the preceding

year. The report must conform to accounting standards as adopted by

the American Institute of Certified Public Accountants and must

include:

(1)AAa statement of support, revenue, and expenses;

(2)AAa statement of changes in fund balances;

(3)AAa statement of functional expenses; and

(4)AAa balance sheet for each fund. (TNPCA 2.23A.A, B.)

Sec.A22.353.AAAVAILABILITY OF FINANCIAL INFORMATION FOR

PUBLIC INSPECTION. (a) A corporation shall keep records, books,

and annual reports of the corporation’s financial activity at the

corporation’s registered or principal office in this state for at

least three years after the close of the fiscal year.

(b)AAThe corporation shall make the records, books, and

reports available to the public for inspection and copying at the

corporation’s registered or principal office during regular

business hours. The corporation may charge a reasonable fee for

preparing a copy of a record or report. (TNPCA 2.23A.C.)

Sec.A22.354.AAFAILURE TO MAINTAIN FINANCIAL RECORD OR

PREPARE ANNUAL REPORT; OFFENSE. (a) A corporation commits an
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offense if the corporation fails to maintain a financial record,

prepare an annual report, or make the record or report available to

the public in the manner required by Section 22.353.

(b)AAAn offense under this section is a Class B misdemeanor.

(TNPCA 2.23A.D.)

Sec.A22.355.AAEXEMPTIONS FROM CERTAIN REQUIREMENTS RELATING

TO FINANCIAL RECORDS AND ANNUAL REPORTS. Sections 22.352, 22.353,

and 22.354 do not apply to:

(1)AAa corporation that solicits funds only from

members of the corporation;

(2)AAa corporation that does not intend to solicit and

receive and does not actually raise or receive during a fiscal year

contributions in an amount exceeding $10,000 from a source other

than its own membership;

(3)AAa private institution of higher education

described by Section 61.003(15), Education Code, accredited by a

recognized accrediting agency as defined by Section 61.003(13),

Education Code, or authorized to grant degrees under a certificate

of authority issued by the Texas Higher Education Coordinating

Board or a foundation chartered for the benefit of the institution

or any component part of the institution, a proprietary school that

has received a certificate of approval from the commissioner of

education, a public institution of higher education or a foundation

chartered for the benefit of the institution or any component part

of the institution, or an elementary or secondary school;

(4)AAa religious institution that is a church, an

ecclesiastical or denominational organization, or another
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established physical place for worship at which religious services

are the primary activity and are regularly conducted;

(5)AAa trade association or professional society the

income of which is principally derived from membership dues and

assessments, sales, or services;

(6)AAan insurer licensed and regulated by the Texas

Department of Insurance;

(7)AAan organization the charitable activities of which

relate to public concern in the conservation and protection of

wildlife, fisheries, and allied natural resources; or

(8)AAan alumni association of a public or private

institution of higher education in this state that is recognized

and acknowledged as the official alumni association by the

institution. (TNPCA 2.23A.E.)

Sec.A22.356.AACORPORATIONS ASSISTING STATE AGENCIES. (a) In

this section, "state agency" means:

(1)AAa board, commission, department, office, or other

entity that is in the executive branch of state government and that

was created by the constitution or a statute of this state,

including an institution of higher education as defined by Section

61.003, Education Code;

(2)AAthe legislature or a legislative agency; or

(3)AAthe supreme court, the court of criminal appeals,

a court of appeals, the state bar, or another state judicial agency.

(b)AAThe books and records of a corporation other than a bona

fide alumni association are subject to audit at the discretion of

the state auditor if:
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(1)AAthe corporation’s charter specifically dedicates

the corporation’s activities to the benefit of a particular state

agency; and

(2)AAa board member, officer, or employee of that state

agency sits on the board of directors of the corporation in other

than an ex officio capacity.

(c)AAIf the corporation ’s charter specifically dedicates the

corporation’s activities to the benefit of a particular state

agency but the conditions described by Subsection (b)(2) do not

exist, a corporation shall file with the secretary of state a copy

of the report required by Section 22.352(b) for the preceding

fiscal year not later than the 89th day after the last day of the

corporation’s fiscal year. (TNPCA 2.23B.)

Sec.A22.357.AAREPORT OF DOMESTIC AND FOREIGN CORPORATIONS.

(a) The secretary of state may require a domestic corporation or a

foreign corporation registered to conduct affairs in this state to

file a report in accordance with Chapter 4 not more than once every

four years as required by this subchapter. The report must state:

(1)AAthe name of the corporation;

(2)AAthe state or country under the laws of which the

corporation is incorporated;

(3)AAthe address of the registered office of the

corporation in this state and the name of the registered agent at

that address;

(4)AAif the corporation is a foreign corporation, the

address of the principal office of the corporation in the state or

country under the laws of which the corporation is incorporated;

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

543



and

(5)AAthe names and addresses of the directors and

officers of the corporation.

(b)AAA corporation required to prepare a report under this

section shall prepare the report on a form adopted by the secretary

of state for that purpose and shall include in the report

information that is accurate as of the date the report is executed.

An officer or, if the corporation is in the hands of a receiver or

trustee, the receiver or trustee shall sign the report on behalf of

the corporation. (TNPCA 9.01.A, B.)

Sec.A22.358.AANOTICE REGARDING REPORT. (a) The secretary of

state shall send written notice that the report required by Section

22.357 is due. The notice must be:

(1)AAaddressed to the corporation; and

(2)AAmailed to the corporation ’s registered agent or to

the corporation at:

(A)AAthe last known address of the corporation as

it appears on record in the office of the secretary of state; or

(B)AAany other known place of business of the

corporation.

(b)AAThe secretary of state shall include with the notice a

report form to be prepared and filed as provided by this subchapter.

(TNPCA 9.01.C, D.)

Sec.A22.359.AAFILING OF REPORT. A copy of the report must be

filed with the secretary of state in accordance with Chapter 4 not

later than the 30th day after the date notice is mailed under

Section 22.358. (TNPCA 9.01.C (part), E (part).)
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Sec.A22.360.AAFAILURE TO FILE REPORT. (a) A domestic or

foreign corporation that fails to file a report under Sections

22.357 and 22.359 when the report is due forfeits the corporation ’s

right to conduct affairs in this state.

(b)AAThe forfeiture takes effect, without judicial action,

when the secretary of state enters on the record of the corporation

kept in the office of the secretary of state:

(1)AAthe words "right to conduct affairs forfeited";

and

(2)AAthe date of forfeiture. (TNPCA 9.02.A, B (part).)

Sec.A22.361.AANOTICE OF FORFEITURE. Notice of forfeiture

under Section 22.360 shall be mailed to the corporation’s

registered agent at the registered office or to the corporation at:

(1)AAthe address of the principal place of business of

the corporation as it appears in the certificate of formation;

(2)AAthe last known address of the corporation as it

appears on record in the office of the secretary of state; or

(3)AAany other known place of business of the

corporation. (TNPCA 9.02.B (part).)

Sec.A22.362.AAEFFECT OF FORFEITURE. (a) Unless the right of

the corporation to conduct affairs in this state is revived under

Section 22.363:

(1)AAthe corporation may not maintain an action, suit,

or proceeding in a court of this state; and

(2)AAa successor or assignee of the corporation may not

maintain an action, suit, or proceeding in a court of this state on

a right, claim, or demand arising from the conduct of affairs by the
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corporation in this state.

(b)AAThis section does not affect the right of an assignee of

the corporation as:

(1)AAthe holder in due course of a negotiable

promissory note, check, or bill of exchange; or

(2)AAthe bona fide purchaser for value of a warehouse

receipt, stock certificate, or other instrument negotiable by law.

(c)AAThe forfeiture of the right to conduct affairs in this

state does not:

(1)AAimpair the validity of a contract or act of the

corporation; or

(2)AAprevent the corporation from defending an action,

suit, or proceeding in a court of this state. (TNPCA 9.02.B

(part).)

Sec.A22.363.AAREVIVAL OF RIGHT TO CONDUCT AFFAIRS. (a) A

corporation may be relieved from a forfeiture under Section 22.360

by filing the required report, accompanied by the revival fee, not

later than the 120th day after the date of mailing of the notice of

forfeiture under Section 22.361.

(b)AAIf a corporation complies with Subsection (a), the

secretary of state shall:

(1)AArevive the right of the corporation to conduct

affairs in this state;

(2)AAcancel the words regarding the forfeiture on the

record of the corporation; and

(3)AAendorse on that record the word "revived" and the

date of revival. (TNPCA 9.02.C (part), D.)
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Sec.A22.364.AAFAILURE TO REVIVE; TERMINATION OR REVOCATION.

(a) The failure of a corporation that has forfeited its right to

conduct affairs in this state to revive that right under Section

22.363 is grounds for:

(1)AAthe involuntary termination of the domestic

corporation; or

(2)AAthe revocation of the foreign corporation ’s

registration to transact business in this state.

(b)AAThe termination or revocation takes effect, without

judicial action, when the secretary of state enters on the record of

the corporation filed in the office of the secretary of state the

word "forfeited" and the date of forfeiture and cites this chapter

as authority for that forfeiture. (TNPCA 9.02.E.)

Sec.A22.365.AAREINSTATEMENT. (a) A corporation that is

terminated or the registration of which has been revoked as

provided by Section 22.364 may be relieved of the termination or

revocation by filing the report required by Section 22.357,

accompanied by the filing fee for the report, if the corporation has

paid:

(1)AAall fees, taxes, penalties, and interest due and

accruing before the termination or revocation; and

(2)AAan amount equal to the total taxes from the date of

termination or revocation to the date of reinstatement that would

have been payable if the corporation had not been terminated or had

its registration revoked.

(b)AAWhen the report is filed and the filing fee is paid to

the secretary of state, the secretary of state shall:
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(1)AAreinstate the certificate of formation or

registration without judicial action;

(2)AAcancel the word "forfeited" on the record; and

(3)AAendorse on the record kept in the secretary’s

office relating to the corporation the words "set aside" and the

date of the reinstatement.

(c)AAIf a termination or revocation is set aside under this

section, the corporation shall determine from the secretary of

state whether the name of the corporation is available. If the name

of the corporation is not available at the time of reinstatement,

the corporation shall amend its corporate name under this code.

(TNPCA 9.02.F (part), G.)

[Sections 22.366-22.400 reserved for expansion]

SUBCHAPTER I. CHURCH BENEFITS BOARDS

Sec.A22.401.AADEFINITION. In this chapter, "church benefits

board" means an organization described by Section 414(e)(3)(A),

Internal Revenue Code, that:

(1)AAhas the principal purpose or function of

administering or funding a plan or program to provide retirement

benefits, welfare benefits, or both for the ministers or employees

of a church or a conference, convention, or association of

churches; and

(2)AAis controlled by or affiliated with a church or a

conference, convention, or association of churches. (V.A.C.S.

1407a, Sec. 1.)

Sec.A22.402.AAPENSIONS AND BENEFITS. When authorized by the

corporation’s members or as otherwise provided by law, a domestic
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or foreign nonprofit corporation formed for a religious purpose may

provide, directly or through a separate church benefits board, for

the support and payment of benefits and pensions to:

(1)AAthe ministers, teachers, employees, trustees,

directors, or other functionaries of the corporation;

(2)AAthe ministers, teachers, employees, trustees,

directors, or other functionaries of organizations controlled by or

affiliated with a church or a conference, convention, or

association of churches under the jurisdiction and control of the

corporation; and

(3)AAthe spouse, children, dependents, or other

beneficiaries of the persons described by Subdivisions (1) and (2).

(V.A.C.S. 1407a, Sec. 2.)

Sec.A22.403.AACONTRIBUTIONS. (a) A church benefits board

may provide for:

(1)AAthe collection of contributions and other payments

to assist in providing pensions and benefits under this subchapter;

and

(2)AAthe creation, maintenance, investment,

management, and disbursement of necessary annuities, endowments,

reserves, or other funds for a purpose under Subdivision (1).

(b)AAA church benefits board may receive payments from a

trust fund or corporation that funds a church plan as defined by

Section 414(e), Internal Revenue Code. (V.A.C.S. 1407a, Sec. 3.)

Sec.A22.404.AAPOWER TO ACT AS TRUSTEE. A church benefits

board may act as:

(1)AAa trustee under a lawful trust committed to the
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board by contract, will, or otherwise; and

(2)AAan agent for the performance of a lawful act

relating to the purposes of the trust. (V.A.C.S. 1407a, Sec. 4

(part).)

Sec.A22.405.AADOCUMENTS AND AGREEMENTS. A church benefits

board may provide to a program participant a certificate or

agreement of participation, a debenture, or an indemnification

agreement, as appropriate to accomplish the purposes of the board.

(V.A.C.S. 1407a, Sec. 4 (part).)

Sec.A22.406.AAINDEMNIFICATION. A church benefits board, or

an affiliate wholly owned by the board, may agree to indemnify

against damage or risk of loss:

(1)AAa minister, teacher, employee, trustee,

functionary, or director affiliated with the board or a family

member, dependent, or beneficiary of one of those persons;

(2)AAa church or a convention, conference, or

association of churches; or

(3)AAan organization that is controlled by or

affiliated with the board or with a church or a convention,

conference, or association of churches. (V.A.C.S. 1407a, Sec. 5.)

Sec.A22.407.AAPROTECTION OF BENEFITS. (a) Money or other

benefits that have been or will be provided to a participant or a

beneficiary under a plan or program provided by or through a church

benefits board under this subchapter are not subject to execution,

attachment, garnishment, or other process and may not be

appropriated or applied as part of a judicial, legal, or equitable

process or operation of a law other than a constitution to pay a
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debt or liability of the participant or beneficiary.

(b)AAThis section does not apply to a qualified domestic

relations order or an amount required by the church benefits board

to recover costs or expenses incurred in the plan or program.

(V.A.C.S. 1407a, Sec. 6.)

Sec.A22.408.AAASSIGNMENT OF BENEFITS. An assignment or

transfer or an attempt to make an assignment or transfer by a

beneficiary of money, benefits, or other rights under a plan or

program under this subchapter is void if:

(1)AAthe plan or program contains a provision

prohibiting the assignment or other transfer without the written

consent of the church benefits board; and

(2)AAthe beneficiary assigns or transfers or attempts

to make an assignment or transfer without that consent. (V.A.C.S.

1407a, Sec. 7.)

Sec.A22.409.AAINSURANCE CODE NOT APPLICABLE. The Insurance

Code does not apply to a church benefits board or a program, plan,

benefit, or activity of the board or a person affiliated with the

board. (V.A.C.S. 1407a, Sec. 8.)

CHAPTER 23. SPECIAL-PURPOSE CORPORATIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A23.001.AADETERMINATION OF APPLICABLE LAW. (a) A

corporation created under this chapter or under a special statute

outside this code, to the extent not inconsistent with a special

statute regarding a particular corporation, is governed by:

(1)AATitle 1 and Chapter 21, if the corporation is

organized for profit; and
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(2)AATitle 1 and Chapter 22, if the corporation is

organized not for profit.

(b)AAIf a special statute does not contain any provision

regarding a matter provided for in Title 1 or Chapter 21 or 22, or if

the special statute specifically provides that the general laws for

corporations supplement the statute, to the extent consistent with

the special statute:

(1)AATitle 1 and Chapter 21 apply to a corporation

organized for profit; and

(2)AATitle 1 and Chapter 22 apply to a corporation

organized not for profit. (TBCA 9.14.A; TMCLA 1.03; TNPCA 10.04.A,

C.)

Sec.A23.002.AAAPPLICABILITY OF FILING REQUIREMENTS. Except

as otherwise provided by the special statute, a document to be filed

with the secretary of state under a special statute shall be

executed and filed in accordance with Chapter 4. (New.)

Sec.A23.003.AADOMESTIC CORPORATION ORGANIZED UNDER SPECIAL

STATUTE. A corporation organized under a special statute other than

this code is not considered a "domestic corporation" formed under

this code, although this code may apply to the corporation. (New.)

[Sections 23.004-23.050 reserved for expansion]

SUBCHAPTER B. BUSINESS DEVELOPMENT CORPORATIONS

Sec.A23.051.AADEFINITIONS. In this subchapter:

(1)AA"Corporation" means a business development

corporation organized under this subchapter.

(2)AA"Financial institution" means a banking

corporation or trust company, savings and loan association,
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governmental agency, insurance company, or related corporation,

partnership, foundation, or other institution engaged primarily in

lending or investing funds.

(3)AA"Loan limit" means the maximum amount permitted to

be outstanding at one time on loans made by a member to a

corporation.

(4)AA"Member" means a financial institution authorized

to do business in this state that undertakes to lend money to a

corporation. (V.A.C.S. 1528g, Sec. 1.)

Sec.A23.052.AAORGANIZERS. Subject to The Securities Act

(Article 581-1 et seq., Vernon’s Texas Civil Statutes), 25 or more

persons, the majority of whom must be residents of this state, may

form a business development corporation to promote, develop, and

advance the prosperity and economic welfare of this state.

(V.A.C.S. 1528g, Sec. 2(a).)

Sec.A23.053.AAPURPOSES. (a) A business development

corporation may be organized as a:

(1)AAfor-profit corporation under Chapter 21; or

(2)AAnonprofit corporation under Chapter 22.

(b)AAThe business development corporation must be organized

to:

(1)AApromote, stimulate, develop, and advance the

business prosperity and economic welfare of this state and the

residents of this state;

(2)AAencourage and assist, through loans, investments,

or other business transactions, new business and industry in this

state;
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(3)AArehabilitate and assist existing industry in this

state;

(4)AAstimulate and assist in the expansion of business

activity that will tend to promote the business development and

maintain the economic stability of this state, provide maximum

opportunities for employment, encourage thrift, and improve the

standard of living of the residents of this state;

(5)AAcooperate and act in conjunction with other public

or private organizations in the promotion and advancement of

industrial, commercial, agricultural, and recreational

developments in this state; or

(6)AAprovide financing for the promotion, development,

and conduct of business activity in this state. (V.A.C.S. 1528g,

Secs. 2(b), (c) (part).)

Sec.A23.054.AAPOWERS. (a) The powers of a corporation

include, in addition to the powers conferred on the corporation by

Chapters 2 and 21 or 22, as applicable, the power to:

(1)AAelect, appoint, and employ officers, agents, and

employees;

(2)AAmake contracts and incur liabilities for a purpose

of the corporation;

(3)AAborrow money on a secured or unsecured basis to

carry out a purpose of the corporation;

(4)AAissue for the purpose of borrowing money a bond,

debenture, note, or other evidence of indebtedness, whether secured

or unsecured;

(5)AAsecure an evidence of indebtedness by mortgage,
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pledge, deed of trust, or other lien on a property, franchise,

right, or privilege of the corporation, or any part of or interest

in those items, without securing shareholder or member approval;

(6)AAmake a secured or unsecured loan and establish and

regulate the terms and conditions of that loan and the charges for

interest or service connected with that loan;

(7)AApurchase, receive, hold, lease, or otherwise

acquire, and sell, convey, transfer, lease, or otherwise dispose

of, property and exercise those rights and privileges incidental

and appurtenant to the acquisition or disposal of the property and

to the use of the property, including any property acquired by the

corporation periodically in the satisfaction of a debt or

enforcement of an obligation;

(8)AAacquire improved or unimproved real property to

construct an industrial plant or other business establishment on

the property or dispose of the real property for the construction of

an industrial plant or other business establishment;

(9)AAacquire, construct or reconstruct, alter, repair,

maintain, operate, sell, convey, transfer, lease, or otherwise

dispose of an industrial plant or business establishment;

(10)AAprotect the corporation’s position as creditor by

acquiring the goodwill, business, rights, property, including a

share, bond, debenture, note, other evidence of indebtedness, other

asset, or any part of an asset or interest in an asset, of a person

to whom the corporation loaned money and assume, undertake, or pay

an obligation, debt, or liability of the person;

(11)AAmortgage, pledge, or otherwise encumber any
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property, right, or thing of value, acquired under Subdivision (7),

(8), (9), or (10), as security for the payment of a part of the

purchase price;

(12)AApromote the establishment of local development

corporations in the various communities of this state, enter into

agreements with those local development corporations, and

cooperate with, assist, or otherwise encourage the local

foundations; and

(13)AAparticipate with a properly authorized federal

lending agency in the making of loans.

(b)AAA corporation may approve an application for a loan

under Subsection (a)(6) only if the applicant demonstrates that:

(1)AAthe applicant applied for the loan through

ordinary banking channels; and

(2)AAthe loan has been refused by at least two banks or

other financial institutions. (V.A.C.S. 1528g, Sec. 3(a).)

Sec.A23.055.AASTATEWIDE OPERATION. A corporation organized

under this subchapter is a state development company as defined by

Section 103, Small Business Investment Act of 1958 (15 U.S.C.

Section 662), as amended, or similar federal legislation, and may

operate on a statewide basis. (V.A.C.S. 1528g, Sec. 3(b).)

Sec.A23.056.AACERTIFICATE OF FORMATION. (a) The certificate

of formation of a corporation must state:

(1)AAthe name of the corporation;

(2)AAthe purpose or purposes for which the corporation

is organized as required by Section 23.053; and

(3)AAany other information required by:
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(A)AAChapter 4; and

(B)AAChapter 21 or 22, as applicable.

(b)AAThe name of a corporation must include the words

"Business Development Corporation." (V.A.C.S. 1528g, Sec. 2(c)

(part).)

Sec.A23.057.AAMANAGEMENT BY BOARD OF DIRECTORS; NUMBER OF

DIRECTORS. (a) The organization, control, and management of a

corporation are vested in a board of directors. The board must

consist of not fewer than 15 and not more than 21 directors.

(b)AAThe board of directors may exercise any power of the

corporation not conferred on the shareholders or members by law or

by the corporation ’s bylaws. (V.A.C.S. 1528g, Secs. 9(a), (b).)

Sec.A23.058.AAELECTION OR APPOINTMENT OF DIRECTORS. (a) The

incorporators of a corporation shall name the directors

constituting the initial board of directors of the corporation.

Directors other than the initial directors shall be elected at each

annual meeting of the corporation. If an annual meeting is not held

at the time designated by the bylaws of the corporation, the

directors shall be elected at a special meeting held in lieu of the

annual meeting.

(b)AAAt an annual meeting or special meeting held in lieu of

the annual meeting, the members of the corporation shall elect

two-thirds of the directors, and the shareholders of the

corporation shall elect the remaining directors. (V.A.C.S. 1528g,

Secs. 9(d), (e).)

Sec.A23.059.AATERM OF OFFICE; VACANCY. (a) A director of a

corporation holds office until the next annual election of
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directors and until a successor is elected and qualified, unless

the director is removed at an earlier date in accordance with the

corporation’s bylaws.

(b)AAA vacancy in the office of a director elected by the

members shall be filled by the directors elected by the members, and

a vacancy in the office of a director elected by the shareholders

shall be filled by the directors elected by the shareholders.

(V.A.C.S. 1528g, Secs. 9(f), (g).)

Sec.A23.060.AAOFFICERS. The board of directors of a

corporation shall appoint a president, a treasurer, and any other

agent or officer of the corporation and shall fill each vacancy

other than a vacancy on the board. (V.A.C.S. 1528g, Sec. 9(c)

(part).)

Sec.A23.061.AAPARTICIPATION AS OWNER. (a) An individual,

corporation, or other organization authorized to conduct business

in this state, including a public utility company, insurance and

casualty company, or foreign corporation licensed to do business in

this state, or a trust may acquire, purchase, hold, sell, assign,

transfer, mortgage, pledge, or otherwise dispose of a bond,

security, or other evidence of indebtedness created by, or shares

of, the corporation.

(b)AAAn owner of shares of the corporation may exercise any

right, power, or privilege of that ownership, including the right

to vote. (V.A.C.S. 1528g, Sec. 4.)

Sec.A23.062.AAFINANCIAL INSTITUTION AS MEMBER OF

CORPORATION. (a) A financial institution may become a member of a

corporation and may make loans to the corporation as provided by
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this chapter.

(b)AAA financial institution may request membership in the

corporation by applying to the corporation’s board of directors in

the manner prescribed by the board. Membership in the corporation

takes effect on the board’s acceptance of the application.

(c)AAA financial institution that is a member of a

corporation may acquire, purchase, hold, sell, assign, transfer,

mortgage, pledge, or otherwise dispose of a bond, security, or

other evidence of indebtedness created by, or a share of, the

corporation. As owner of shares of the corporation, a financial

institution may exercise any right, power, or privilege of that

ownership, including the right to vote. A member of a corporation

may not acquire shares of the corporation in an amount greater than

10 percent of the member’s loan limit. The amount of shares of the

corporation that a member may acquire is in addition to the amount

of shares of corporations that the member may otherwise acquire.

(d)AAA financial institution that is not a member of the

corporation may not acquire any shares of the corporation.

(V.A.C.S. 1528g, Sec. 5.)

Sec.A23.063.AAWITHDRAWAL OF MEMBER. (a) On written notice to

the corporation’s board of directors, a member may withdraw from a

corporation on the date stated in the notice. The date of a

member’s withdrawal must be at least six months after the date

notice is given under this subsection.

(b)AAA member is not obligated to make a loan to the

corporation pursuant to a call made after the date of the member ’s

withdrawal from the corporation, but a member shall fulfill any
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obligation that has accrued or for which a commitment has been made

before the withdrawal date. (V.A.C.S. 1528g, Sec. 7.)

Sec.A23.064.AAPOWERS OF SHAREHOLDERS AND MEMBERS. The

shareholders and members of a corporation may:

(1)AAdetermine the number of directors and elect the

directors as provided by Section 23.058;

(2)AAmake, amend, and repeal bylaws of the corporation;

or

(3)AAexercise any other power of the corporation that

is conferred on the shareholders and members by the bylaws.

(V.A.C.S. 1528g, Sec. 8(a).)

Sec.A23.065.AAVOTING BY SHAREHOLDER OR MEMBER. (a) Each

shareholder of a corporation has one vote, in person or by proxy,

for each share held by the shareholder.

(b)AAEach member of a corporation has one vote in person or by

proxy.

(c)AAA member with a loan limit that exceeds $1,000 has one

additional vote, in person or by proxy, for each additional $1,000

the member may have outstanding on loans to the corporation at any

one time as determined under Section 23.068. (V.A.C.S. 1528g, Sec.

8(b).)

Sec.A23.066.AALOAN TO CORPORATION. (a) When called on by a

corporation to make a loan to the corporation, a member of the

corporation shall make the loan on those terms and conditions

periodically approved by the board of directors.

(b)AAA loan made to the corporation by a member shall be

evidenced by a bond, debenture, note, or other evidence of
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indebtedness of the corporation that:

(1)AAis freely transferable at any time; and

(2)AAaccrues interest at a rate of not less than

one-fourth of one percent more than the rate of interest determined

by the board of directors to be the prime rate prevailing on the

date of issuance on unsecured commercial loans. (V.A.C.S. 1528g,

Secs. 6(a), (f).)

Sec.A23.067.AAPROHIBITED LOAN. (a) A member may not make a

loan to a corporation if, immediately after the loan would be made,

the total amount of the obligations of the corporation would exceed

50 times the capital of the corporation.

(b)AAFor purposes of this section, the capital of the

corporation includes the amount of the outstanding shares of the

corporation, whether common or preferred, and the earned or paid-in

surplus of the corporation. (V.A.C.S. 1528g, Sec. 6(c).)

Sec.A23.068.AALOAN LIMITS. (a) A loan limit shall be

established at the $1,000 amount nearest to the amount computed in

accordance with this section.

(b)AAThe total amount outstanding on loans made to a

corporation by a member at any one time, when added to the amount of

the investment in the shares of the corporation then held by the

member, may not exceed:

(1)AA20 percent of the total amount then outstanding on

loans to the corporation by all members, including outstanding

amounts validly called for a loan but not yet loaned; or

(2)AAthe following limit, to be determined as of the

time the member becomes a member of the corporation, or at any time
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requested by a member on the basis of the audited balance sheet of

the member at the close of its fiscal year immediately preceding its

application for membership or, in the case of an insurance company,

its last annual statement to the Texas Department of Insurance:

(A)AAan amount equal to the lesser of $750,000 or

two percent of the capital and surplus of a commercial bank or trust

company;

(B)AAan amount equal to one percent of the total

outstanding loans made by a savings and loan association;

(C)AAan amount equal to one percent of the capital

and unassigned surplus of a stock insurance company other than a

fire insurance company;

(D)AAan amount equal to one percent of the

unassigned surplus of a mutual insurance company other than a fire

insurance company;

(E)AAan amount equal to one-tenth of one percent

of the assets of a fire insurance company; or

(F)AAthe limits approved by the board of directors

of the corporation for a government pension fund or other financial

institution.

(c)AASubject to Subsection (b), each call made by the

corporation shall be prorated among the members of the corporation

in substantially the same proportion that the adjusted loan limit

of each member bears to the aggregate of the adjusted loan limits of

all members.

(d)AAFor purposes of Subsection (c), the adjusted loan limit

of a member is the amount of the member ’s loan limit, reduced by the
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balance of outstanding loans made by the member to the corporation

and the investment in shares of the corporation held by the member

at the time of the call. (V.A.C.S. 1528g, Secs. 6(b), (d), (e).)

Sec.A23.069.AASURPLUS. (a) A corporation shall set apart as

earned surplus not less than 10 percent of the corporation ’s net

earnings each year until the surplus, with any unimpaired surplus

paid in, is equal to one-half of the amount paid in on the shares

then outstanding. The surplus shall be kept to secure against

losses and contingencies. If the surplus becomes impaired, the

surplus shall be reimbursed in the manner provided for its

accumulation.

(b)AANet earnings and surplus shall be determined by the

board of directors after providing for the required reserves as the

directors consider advisable. A good faith determination of net

earnings and surplus by the directors under this subsection is

conclusive. (V.A.C.S. 1528g, Sec. 10.)

Sec.A23.070.AADEPOSITORY. (a) A corporation may deposit the

corporation’s funds in a banking institution that has been

designated as a depository by a vote of the majority of the

directors present at an authorized meeting of the board of

directors of the corporation, excluding a director who is an

officer or director of the designated depository.

(b)AAThe corporation may not receive money on deposit.

(V.A.C.S. 1528g, Sec. 11.)

Sec.A23.071.AAANNUAL REPORT; PROVISION OF REQUIRED

INFORMATION. (a) A corporation shall annually make a report of its

condition to the banking commissioner and the Texas Department of
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Insurance.

(b)AAA corporation shall provide any information that is

required by the secretary of state. (V.A.C.S. 1528g, Sec. 12.)

[Sections 23.072-23.100 reserved for expansion]

SUBCHAPTER C. GRAND LODGES

Sec.A23.101.AAFORMATION. (a) An institution or order, by

resolution or other consent of its members, may incorporate under

this subchapter if the institution or order is:

(1)AAthe grand lodge of Texas, Ancient, Free and

Accepted Masons;

(2)AAthe Grand Royal Arch Chapter of Texas;

(3)AAthe Grand Commandery of Knights Templars of Texas;

(4)AAthe grand lodge of the Independent Order of Odd

Fellows of Texas; or

(5)AAanother similar institution or order organized for

charitable or benevolent purposes.

(b)AAA corporation formed under this subchapter shall file a

certificate of formation in accordance with Chapter 4 that complies

with this subchapter. (V.A.C.S. 1399; New.)

Sec.A23.102.AAAPPLICABILITY OF CHAPTER 22. If this

subchapter does not contain any provision regarding a matter

provided for in Chapter 22, to the extent consistent with this

subchapter, Chapter 22 applies to a corporation formed under this

subchapter. (TMCLA 1.03.A (part).)

Sec.A23.103.AADURATION. A grand body that incorporates under

this subchapter may provide in the grand body’s certificate of

formation for the expiration of its corporate powers at the end of a
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stated number of years. If the certificate of formation does not

provide for the duration of the grand body, the grand body has

perpetual existence. The grand body may by its corporate name have

perpetual succession of its officers and members. (V.A.C.S. 1405.)

Sec.A23.104.AASUBORDINATE LODGES. (a) The incorporation of

a grand body includes each of its subordinate lodges or bodies

holding a warrant or charter under the grand body.

(b)AAA subordinate body has all of the rights of other

corporations under and by the name given to the grand body in the

warrant or charter issued to the grand body to which it is attached.

Those rights shall be provided for in the charter of the grand body.

(c)AAA subordinate body is subject to the jurisdiction and

control of its respective grand body, and the warrant or charter of

the subordinate body may be revoked by the grand body. (V.A.C.S.

1400.)

Sec.A23.105.AATRUSTEES AND DIRECTORS. A grand body and a

subordinate of the grand body may elect trustees and directors or

may appoint trustees or directors from among their officers.

(V.A.C.S. 1401 (part).)

Sec.A23.106.AAFRANCHISE TAXES. A corporation formed under

this subchapter is not subject to or required to pay a franchise

tax, except that a corporation is exempt from the franchise tax

imposed by Chapter 171, Tax Code, only if the corporation is

exempted by that chapter. (V.A.C.S. 1407.)

Sec.A23.107.AAGENERAL POWERS. A grand body and a subordinate

of the grand body may take action as directed or provided by law in

the case of other corporations and may make constitutions and
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bylaws to govern their affairs. (V.A.C.S. 1401 (part).)

Sec.A23.108.AAAUTHORITY REGARDING PROPERTY. (a) A grand

body or subordinate body may acquire and hold property as necessary

or convenient for a site on which to erect a building for the use and

occupancy of the body and to erect homes and schools for members ’

widows or orphans or elderly, disabled, or indigent members and may

sell or mortgage the property.

(b)AAA conveyance must be executed by the presiding officer

and attested to by the secretary with the seal.

(c)AAThe authority of a subordinate body to sell or to

mortgage property is subject to the conditions periodically

prescribed or established by the grand body to which the

subordinate is attached. (V.A.C.S. 1402.)

Sec.A23.109.AAAUTHORITY REGARDING LOANS. (a) A grand body

incorporated under this subchapter may:

(1)AAloan money held and owned by the grand body for

charitable purposes, for the endowment of any of the institutions

of the grand body, or otherwise; and

(2)AAsecure loans by taking and receiving liens on real

property or by another method elected by the grand body.

(b)AAOn sale of real property secured by a lien, a grand body

may become the purchaser of the real property and hold title to the

property. (V.A.C.S. 1404.)

Sec.A23.110.AAWINDING UP AND TERMINATION OF SUBORDINATE

BODY. (a) On the winding up and termination of a subordinate body

attached to a grand body, all property and rights existing in the

subordinate body pass to and vest in the grand body to which it was
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attached, subject to the payment of any debt owed by the subordinate

body.

(b)AANotwithstanding a grand body’s liability for the debt of

a subordinate body under Subsection (a), the grand body is not

liable for an amount greater than the actual cash value of the

subordinate body’s effects or authority. (V.A.C.S. 1403.)

TITLE 3. LIMITED LIABILITY COMPANIES

CHAPTER 101. LIMITED LIABILITY COMPANIES

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A101.001.AADEFINITIONS. In this title:

(1)AA"Company agreement" means any agreement, written

or oral, of the members concerning the affairs or the conduct of the

business of a limited liability company. A company agreement of a

limited liability company having only one member is not

unenforceable because only one person is a party to the company

agreement.

(2)AA"Foreign limited liability company" or "foreign

company" means a limited liability company formed under the laws of

a jurisdiction other than this state.

(3)AA"Limited liability company" or "company" means a

domestic limited liability company subject to this title. (TLLCA

1.02.A(3), (9); New.)

[Sections 101.002-101.050 reserved for expansion]

SUBCHAPTER B. FORMATION AND GOVERNING DOCUMENTS

Sec.A101.051.AACERTAIN PROVISIONS CONTAINED IN CERTIFICATE

OF FORMATION. (a) A provision that may be contained in the company

agreement of a limited liability company may alternatively be
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included in the certificate of formation of the company as provided

by Section 3.005(b).

(b)AAA reference in this title to the company agreement of a

limited liability company includes any provision contained in the

company’s certificate of formation instead of the company agreement

as provided by Subsection (a). (TLLCA 2.09.A (part), 3.02.A

(part).)

Sec.A101.052.AACOMPANY AGREEMENT. (a) Except as provided by

Section 101.054, the company agreement of a limited liability

company governs:

(1)AAthe relations among members, managers, and

officers of the company, assignees of membership interests in the

company, and the company itself; and

(2)AAother internal affairs of the company.

(b)AATo the extent that the company agreement of a limited

liability company does not otherwise provide, this title and the

provisions of Title 1 applicable to a limited liability company

govern the internal affairs of the company.

(c)AAExcept as provided by Section 101.054, a provision of

this title or Title 1 that is applicable to a limited liability

company may be waived or modified in the company agreement of a

limited liability company.

(d)AAThe company agreement may contain any provisions for the

regulation and management of the affairs of the limited liability

company not inconsistent with law or the certificate of formation.

(TLLCA 2.09.A (part).)

Sec.A101.053.AAAMENDMENT OF COMPANY AGREEMENT. The company
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agreement of a limited liability company may be amended only if each

member of the company consents to the amendment. (TLLCA 2.09.B.)

Sec.A101.054.AAWAIVER OR MODIFICATION OF CERTAIN STATUTORY

PROVISIONS PROHIBITED; EXCEPTIONS. (a) Except as provided by this

section, the following provisions may not be waived or modified in

the company agreement of a limited liability company:

(1)AAthis section;

(2)AASection 101.101(b), 101.206, 101.501, or 101.502;

(3)AAChapter 1, if the provision is used to interpret a

provision or define a word or phrase contained in a section listed

in this subsection;

(4)AAChapter 2, except that Section 2.104(c)(2),

2.104(c)(3), or 2.113 may be waived or modified in the company

agreement;

(5)AAChapter 3, except that Subchapters C and E may be

waived or modified in the company agreement; or

(6)AAChapter 4, 5, 7, 10, 11, or 12, other than Section

11.056.

(b)AAA provision listed in Subsection (a) may be waived or

modified in the company agreement if the provision that is waived or

modified authorizes the limited liability company to waive or

modify the provision in the company’s governing documents.

(c)AAA provision listed in Subsection (a) may be modified in

the company agreement if the provision that is modified specifies:

(1)AAthe person or group of persons entitled to approve

a modification; or

(2)AAthe vote or other method by which a modification is
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required to be approved.

(d)AAA provision in this title or in that part of Title 1

applicable to a limited liability company that grants a right to a

person, other than a member, manager, officer, or assignee of a

membership interest in a limited liability company, may be waived

or modified in the company agreement of the company only if the

person consents to the waiver or modification. (New.)

[Sections 101.055-101.100 reserved for expansion]

SUBCHAPTER C. MEMBERSHIP

Sec.A101.101.AAMEMBERS REQUIRED. (a) A limited liability

company may have one or more members. Except as provided by this

section, a limited liability company must have at least one member.

(b)AAA limited liability company that has managers is not

required to have any members during a reasonable period between the

date the company is formed and the date the first member is admitted

to the company.

(c)AAA limited liability company is not required to have any

members during the period between the date the continued membership

of the last remaining member of the company is terminated and the

date the agreement to continue the company described by Section

11.056 is executed. (TLLCA 4.01.A (part); New.)

Sec.A101.102.AAQUALIFICATION FOR MEMBERSHIP. (a) A person

may be a member of or acquire a membership interest in a limited

liability company unless the person lacks capacity apart from this

code.

(b)AAA person is not required, as a condition to becoming a

member of or acquiring a membership interest in a limited liability

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

570



company, to:

(1)AAmake a contribution to the company;

(2)AAotherwise pay cash or transfer property to the

company; or

(3)AAassume an obligation to make a contribution or

otherwise pay cash or transfer property to the company. (TLLCA

4.01.C; New.)

Sec.A101.103.AAEFFECTIVE DATE OF MEMBERSHIP. (a) A person

who acquires a membership interest in a limited liability company

in connection with the formation of the company becomes a member of

the company on the date the company is formed if the person is named

as an initial member in the company’s certificate of formation.

(b)AAA person who acquires a membership interest in a limited

liability company during the formation of the company but who is not

named as an initial member in the company’s certificate of

formation becomes a member of the company on the latest of:

(1)AAthe date the company is formed;

(2)AAthe date stated in the company’s records as the

date the person becomes a member of the company; or

(3)AAif the company’s records do not state a date

described by Subdivision (2), the date the person ’s admission to

the company is first reflected in the company’s records.

(c)AAA person who, after the formation of a limited liability

company, acquires directly or is assigned a membership interest in

the company becomes a member of the company on approval or consent

of all of the company ’s members. (TLLCA 4.01.A (part), B.)

Sec.A101.104.AACLASSES OR GROUPS OF MEMBERS OR MEMBERSHIP
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INTERESTS. (a) The company agreement of a limited liability

company may:

(1)AAestablish within the company classes or groups of

one or more members or membership interests each of which has

certain expressed relative rights, powers, and duties, including

voting rights; and

(2)AAprovide for the manner of establishing within the

company additional classes or groups of one or more members or

membership interests each of which has certain expressed relative

rights, powers, and duties, including voting rights.

(b)AAThe rights, powers, and duties of a class or group of

members or membership interests described by Subsection (a)(2) may

be stated in the company agreement or stated at the time the class

or group is established.

(c)AAIf the company agreement of a limited liability company

does not provide for the manner of establishing classes or groups of

members or membership interests under Subsection (a)(2),

additional classes or groups of members or membership interests may

be established only by the adoption of an amendment to the company

agreement.

(d)AAThe rights, powers, or duties of any class or group of

members or membership interests of a limited liability company may

be senior to the rights, powers, or duties of any other class or

group of members or membership interests in the company, including

a previously established class or group. (TLLCA 4.02.)

Sec.A101.105.AAISSUANCE OF MEMBERSHIP INTERESTS AFTER

FORMATION OF COMPANY. A limited liability company, after the
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formation of the company, may:

(1)AAissue membership interests in the company to any

person with the approval of all of the members of the company; and

(2)AAif the issuance of a membership interest requires

the establishment of a new class or group of members or membership

interests, establish a new class or group as provided by Sections

101.104(a)(2), (b), and (c). (TLLCA 2.23.D (part), 4.02.A.)

Sec.A101.106.AANATURE OF MEMBERSHIP INTEREST. (a) A

membership interest in a limited liability company is personal

property.

(b)AAA member of a limited liability company or an assignee

of a membership interest in a limited liability company does not

have an interest in any specific property of the company. (TLLCA

4.04.)

Sec.A101.107.AAWITHDRAWAL OR EXPULSION OF MEMBER PROHIBITED.

A member of a limited liability company may not withdraw or be

expelled from the company. (TLLCA 5.05.)

Sec.A101.108.AAASSIGNMENT OF MEMBERSHIP INTEREST. (a) A

membership interest in a limited liability company may be wholly or

partly assigned.

(b)AAAn assignment of a membership interest in a limited

liability company:

(1)AAis not an event requiring the winding up of the

company; and

(2)AAdoes not entitle the assignee to:

(A)AAparticipate in the management and affairs of

the company;
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(B)AAbecome a member of the company; or

(C)AAexercise any rights of a member of the

company. (TLLCA 4.05.A (part).)

Sec.A101.109.AARIGHTS AND DUTIES OF ASSIGNEE OF MEMBERSHIP

INTEREST BEFORE MEMBERSHIP. (a) A person who is assigned a

membership interest in a limited liability company is entitled to:

(1)AAreceive any allocation of income, gain, loss,

deduction, credit, or a similar item that the assignor is entitled

to receive to the extent the allocation of the item is assigned;

(2)AAreceive any distribution the assignor is entitled

to receive to the extent the distribution is assigned;

(3)AArequire, for any proper purpose, reasonable

information or a reasonable account of the transactions of the

company; and

(4)AAmake, for any proper purpose, reasonable

inspections of the books and records of the company.

(b)AAAn assignee of a membership interest in a limited

liability company is entitled to become a member of the company on

the approval of all of the company ’s members.

(c)AAAn assignee of a membership interest in a limited

liability company is not liable as a member of the company until the

assignee becomes a member of the company. (TLLCA 4.05.A (part), C,

4.07.A.)

Sec.A101.110.AARIGHTS AND LIABILITIES OF ASSIGNEE OF

MEMBERSHIP INTEREST AFTER BECOMING MEMBER. (a) An assignee of a

membership interest in a limited liability company, after becoming

a member of the company, is:
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(1)AAentitled, to the extent assigned, to the same

rights and powers granted or provided to a member of the company by

the company agreement or this code;

(2)AAsubject to the same restrictions and liabilities

placed or imposed on a member of the company by the company

agreement or this code; and

(3)AAexcept as provided by Subsection (b), liable for

the assignor’s obligation to make contributions to the company.

(b)AAAn assignee of a membership interest in a limited

liability company, after becoming a member of the company, is not

obligated for a liability of the assignor that:

(1)AAthe assignee did not have knowledge of on the date

the assignee became a member of the company; and

(2)AAcould not be ascertained from the company

agreement. (TLLCA 4.07.B.)

Sec.A101.111.AARIGHTS AND DUTIES OF ASSIGNOR OF MEMBERSHIP

INTEREST. (a) An assignor of a membership interest in a limited

liability company continues to be a member of the company and is

entitled to exercise any unassigned rights or powers of a member of

the company until the assignee becomes a member of the company.

(b)AAAn assignor of a membership interest in a limited

liability company is not released from the assignor’s liability to

the company, regardless of whether the assignee of the membership

interest becomes a member of the company. (TLLCA 4.05.A (part),

4.07.C.)

Sec.A101.112.AAJUDGMENT CREDITOR; CHARGE OF MEMBERSHIP

INTEREST. (a) On application by a judgment creditor of a member of
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a limited liability company or any other owner of a membership

interest in a limited liability company, a court may charge the

membership interest of the member or owner, as appropriate, with

payment of the unsatisfied amount of the judgment.

(b)AAIf a court charges a membership interest with payment of

a judgment as provided by Subsection (a), the judgment creditor has

only the rights of an assignee of the membership interest.

(c)AAThis section may not be construed to deprive a member of

a limited liability company or any other owner of a membership

interest in a limited liability company of the benefit of any

exemption laws applicable to the membership interest of the member

or owner. (TLLCA 4.06.)

Sec.A101.113.AAPARTIES TO ACTIONS. A member of a limited

liability company may be named as a party in an action by or against

the limited liability company only if the action is brought to

enforce the member’s right against or liability to the company.

(TLLCA 4.03.C.)

Sec.A101.114.AALIABILITY FOR OBLIGATIONS. Except as and to

the extent the company agreement specifically provides otherwise, a

member or manager is not liable for a debt, obligation, or liability

of a limited liability company, including a debt, obligation, or

liability under a judgment, decree, or order of a court. (TLLCA

4.03.A.)

[Sections 101.115-101.150 reserved for expansion]

SUBCHAPTER D. CONTRIBUTIONS

Sec.A101.151.AAREQUIREMENTS FOR ENFORCEABLE PROMISE. A

promise to make a contribution or otherwise pay cash or transfer
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property to a limited liability company is enforceable only if the

promise is:

(1)AAin writing; and

(2)AAsigned by the person making the promise. (TLLCA

5.02.A.)

Sec.A101.152.AAENFORCEABLE PROMISE NOT AFFECTED BY CHANGE IN

CIRCUMSTANCES. A member of a limited liability company is obligated

to perform an enforceable promise to make a contribution or

otherwise pay cash or transfer property to the company without

regard to the death, disability, or other change in circumstances

of the member. (TLLCA 5.02.B (part).)

Sec.A101.153.AAFAILURE TO PERFORM ENFORCEABLE PROMISE;

CONSEQUENCES. (a) A member of a limited liability company, or the

member’s legal representative or successor, who does not perform an

enforceable promise to make a contribution, including a previously

made contribution, or to otherwise pay cash or transfer property to

the company, is obligated, at the request of the company, to pay in

cash the agreed value of the contribution, as stated in the company

agreement or the company ’s records required under Sections 3.151

and 101.501, less:

(1)AAany amount already paid for the contribution; and

(2)AAthe value of any property already transferred.

(b)AAThe company agreement of a limited liability company may

provide that the membership interest of a member who fails to

perform an enforceable promise to make a payment of cash or transfer

property to the company, whether as a contribution or in connection

with a contribution already made, may be:
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(1)AAreduced;

(2)AAsubordinated to other membership interests of

nondefaulting members;

(3)AAredeemed or sold at a value determined by

appraisal or other formula; or

(4)AAmade the subject of:

(A)AAa forced sale;

(B)AAforfeiture;

(C)AAa loan from other members of the company in an

amount necessary to satisfy the enforceable promise; or

(D)AAanother penalty or consequence. (TLLCA

5.02.B (part), C.)

Sec.A101.154.AACONSENT REQUIRED TO RELEASE ENFORCEABLE

OBLIGATION. The obligation of a member of a limited liability

company, or of the member’s legal representative or successor, to

make a contribution or otherwise pay cash or transfer property to

the company, or to return cash or property to the company paid or

distributed to the member in violation of this code or the company

agreement, may be released or settled only by consent of each member

of the company. (TLLCA 5.02.D (part).)

Sec.A101.155.AACREDITOR’S RIGHT TO ENFORCE CERTAIN

OBLIGATIONS. A creditor of a limited liability company who extends

credit or otherwise acts in reasonable reliance on an enforceable

obligation of a member of the company that is released or settled as

provided by Section 101.154 may enforce the original obligation if

the obligation is stated in a document that is:

(1)AAsigned by the member; and
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(2)AAnot amended or canceled to evidence the release or

settlement of the obligation. (TLLCA 5.02.D (part).)

Sec.A101.156.AAREQUIREMENTS TO ENFORCE CONDITIONAL

OBLIGATION. (a) An obligation of a member of a limited liability

company that is subject to a condition may be enforced by the

company or a creditor described by Section 101.155 only if the

condition is satisfied or waived by or with respect to the member.

(b)AAA conditional obligation of a member of a limited

liability company under this section includes a contribution

payable on a discretionary call of the limited liability company

before the time the call occurs. (TLLCA 5.02.D (part).)

[Sections 101.157-101.200 reserved for expansion]

SUBCHAPTER E. ALLOCATIONS AND DISTRIBUTIONS

Sec.A101.201.AAALLOCATION OF PROFITS AND LOSSES. The profits

and losses of a limited liability company shall be allocated to each

member of the company in accordance with the member ’s percentage or

other interest in the company on the date of the allocation as

stated in the company’s records required under Sections 3.151 and

101.501. (TLLCA 5.02-1.)

Sec.A101.202.AADISTRIBUTION IN KIND. A member of a limited

liability company is entitled to receive or demand a distribution

from the company only in the form of cash, regardless of the form of

the member’s contribution to the company. (TLLCA 5.07.)

Sec.A101.203.AASHARING OF DISTRIBUTIONS. Distributions of

cash and other assets of a limited liability company shall be made

to each member of the company according to the agreed value of the

member’s contribution to the company as stated in the company ’s
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records required under Sections 3.151 and 101.501. (TLLCA 5.03.)

Sec.A101.204.AAINTERIM DISTRIBUTIONS. A member of a limited

liability company, before the winding up of the company, is not

entitled to receive and may not demand a distribution from the

company until the company’s governing authority declares a

distribution to:

(1)AAeach member of the company; or

(2)AAa class or group of members that includes the

member. (TLLCA 5.04.)

Sec.A101.205.AADISTRIBUTION ON WITHDRAWAL. A member of a

limited liability company who validly exercises the member ’s right

to withdraw from the company granted under the company agreement is

entitled to receive, within a reasonable time after the date of

withdrawal, the fair value of the member’s interest in the company

as determined as of the date of withdrawal. (TLLCA 5.06.)

Sec.A101.206.AAPROHIBITED DISTRIBUTION; DUTY TO RETURN. (a)

A limited liability company may not make a distribution to a member

of the company if, immediately after making the distribution, the

company’s total liabilities, other than liabilities described by

Subsection (b), exceed the fair value of the company ’s total

assets.

(b)AAFor purposes of Subsection (a), the liabilities of a

limited liability company do not include:

(1)AAa liability related to the member’s membership

interest; or

(2)AAexcept as provided by Subsection (c), a liability

for which the recourse of creditors is limited to specified
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property of the company.

(c)AAFor purposes of Subsection (a), the assets of a limited

liability company include the fair value of property subject to a

liability for which recourse of creditors is limited to specified

property of the company only if the fair value of that property

exceeds the liability.

(d)AAA member of a limited liability company who receives a

distribution from the company in violation of this section is

required to return the distribution to the company if the member had

knowledge of the violation.

(e)AAThis section may not be construed to affect the

obligation of a member of a limited liability company to return a

distribution to the company under the company agreement or other

state or federal law. (TLLCA 5.09.)

Sec.A101.207.AACREDITOR STATUS WITH RESPECT TO DISTRIBUTION.

Subject to Sections 11.053 and 101.206, when a member of a limited

liability company is entitled to receive a distribution from the

company, the member, with respect to the distribution, has the same

status as a creditor of the company and is entitled to any remedy

available to a creditor of the company. (TLLCA 5.08.)

[Sections 101.208-101.250 reserved for expansion]

SUBCHAPTER F. MANAGEMENT

Sec.A101.251.AAMEMBERSHIP. The governing authority of a

limited liability company consists of:

(1)AAthe managers of the company, if the company’s

certificate of formation states that the company will have one or

more managers; or
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(2)AAthe members of the company, if the company ’s

certificate of formation states that the company will not have

managers. (TLLCA 2.12 (part).)

Sec.A101.252.AAMANAGEMENT BY GOVERNING AUTHORITY. The

governing authority of a limited liability company shall manage the

business and affairs of the company as provided by:

(1)AAthe company agreement; and

(2)AAthis title and the provisions of Title 1

applicable to a limited liability company to the extent that the

company agreement does not provide for the management of the

company. (TLLCA 2.12.)

Sec.A101.253.AADESIGNATION OF COMMITTEES; DELEGATION OF

AUTHORITY. (a) The governing authority of a limited liability

company by resolution may designate:

(1)AAone or more committees of the governing authority

consisting of one or more governing persons of the company; and

(2)AAsubject to any limitation imposed by the governing

authority, a governing person to serve as an alternate member of a

committee designated under Subdivision (1) at a committee meeting

from which a member of the committee is absent or disqualified.

(b)AAA committee of the governing authority of a limited

liability company may exercise the authority of the governing

authority as provided by the resolution designating the committee.

(c)AAThe designation of a committee under this section does

not relieve the governing authority of any responsibility imposed

by law. (TLLCA 2.12 (part), 2.18.A, C.)

Sec.A101.254.AADESIGNATION OF AGENTS; BINDING ACTS. (a)
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Except as provided by this title and Title 1, each governing person

of a limited liability company and each officer or agent of a

limited liability company vested with actual or apparent authority

by the governing authority of the company is an agent of the company

for purposes of carrying out the company ’s business.

(b)AAAn act committed by an agent of a limited liability

company described by Subsection (a) for the purpose of apparently

carrying out the ordinary course of business of the company,

including the execution of an instrument, document, mortgage, or

conveyance in the name of the company, binds the company unless:

(1)AAthe agent does not have actual authority to act for

the company; and

(2)AAthe person with whom the agent is dealing has

knowledge of the agent’s lack of actual authority.

(c)AAAn act committed by an agent of a limited liability

company described by Subsection (a) that is not apparently for

carrying out the ordinary course of business of the company binds

the company only if the act is authorized in accordance with this

title. (TLLCA 2.11, 2.21.C, D.)

Sec.A101.255.AACONTRACTS OR TRANSACTIONS INVOLVING

INTERESTED GOVERNING PERSONS OR OFFICERS. (a) This section applies

only to a contract or transaction between a limited liability

company and:

(1)AAone or more of the company ’s governing persons or

officers; or

(2)AAan entity or other organization in which one or

more of the company’s governing persons or officers:
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(A)AAis a managerial official; or

(B)AAhas a financial interest.

(b)AAAn otherwise valid contract or transaction is valid

notwithstanding that a governing person or officer of the company

is present at or participates in the meeting of the governing

authority, or of a committee of the governing person ’s authority,

that authorizes the contract or transaction or votes to authorize

the contract or transaction, if:

(1)AAthe material facts as to the relationship or

interest and as to the contract or transaction are disclosed to or

known by:

(A)AAthe company ’s governing authority or a

committee of the governing authority and the governing authority or

committee in good faith authorizes the contract or transaction by

the affirmative vote of the majority of the disinterested governing

persons or committee members, regardless of whether the

disinterested governing persons or committee members constitute a

quorum; or

(B)AAthe members of the company, and the members

in good faith approve the contract or transaction by vote of the

members; or

(2)AAthe contract or transaction is fair to the company

when the contract or transaction is authorized, approved, or

ratified by the governing authority, a committee of the governing

authority, or the members of the company.

(c)AACommon or interested governing persons of a limited

liability company may be included in determining the presence of a
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quorum at a meeting of the company’s governing authority or of a

committee of the governing authority that authorizes the contract

or transaction. (TLLCA 2.12.A (part), 2.17.)

[Sections 101.256-101.300 reserved for expansion]

SUBCHAPTER G. MANAGERS

Sec.A101.301.AAAPPLICABILITY OF SUBCHAPTER. This subchapter

applies only to a limited liability company that has one or more

managers. (New.)

Sec.A101.302.AANUMBER AND QUALIFICATIONS. (a) The managers

of a limited liability company may consist of one or more persons.

(b)AAExcept as provided by Subsection (c), the number of

managers of a limited liability company consists of the number of

initial managers listed in the company ’s certificate of formation.

(c)AAThe number of managers of a limited liability company

may be increased or decreased by amendment to, or as provided by,

the company agreement, except that a decrease in the number of

managers may not shorten the term of an incumbent manager.

(d)AAA manager of a limited liability company is not required

to be a:

(1)AAresident of this state; or

(2)AAmember of the company. (TLLCA 2.12 (part), 2.13

(part).)

Sec.A101.303.AATERM. A manager of a limited liability

company serves:

(1)AAfor the term, if any, for which the manager is

elected and until the manager’s successor is elected; or

(2)AAuntil the earlier resignation, removal, or death
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of the manager. (TLLCA 2.13 (part).)

Sec.A101.304.AAREMOVAL. Subject to Section 101.306(a), a

manager of a limited liability company may be removed, with or

without cause, at a meeting of the company ’s members called for that

purpose. (TLLCA 2.13 (part).)

Sec.A101.305.AAMANAGER VACANCY. (a) Subject to Section

101.306(b), a vacancy in the position of a manager of a limited

liability company may be filled by:

(1)AAthe affirmative vote of the majority of the

remaining managers of the company, without regard to whether the

remaining managers constitute a quorum; or

(2)AAif the vacancy is a result of an increase in the

number of managers, an election at an annual or special meeting of

the company’s members called for that purpose.

(b)AAA person elected to fill a vacancy in the position of a

manager serves for the unexpired term of the person ’s predecessor.

(TLLCA 2.15.A, B.)

Sec.A101.306.AAREMOVAL AND REPLACEMENT OF MANAGER ELECTED BY

CLASS OR GROUP. (a) If a class or group of the members of a limited

liability company is entitled by the company agreement of the

company to elect one or more managers of the company, a manager may

be removed from office only by the class or group that elected the

manager.

(b)AAA vacancy in the position of a manager elected as

provided by Subsection (a) may be filled only by:

(1)AAa majority vote of the managers serving on the date

the vacancy occurs who were elected by the class or group of
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members; or

(2)AAa majority vote of the members of the class or

group. (TLLCA 2.13 (part), 2.15.C.)

Sec.A101.307.AAMETHODS OF CLASSIFYING MANAGERS. Other

methods of classifying managers of a limited liability company,

including providing for managers who serve for staggered terms of

office or terms that are not uniform, may be established in the

company agreement. (TLLCA 2.14.)

[Sections 101.308-101.350 reserved for expansion]

SUBCHAPTER H. MEETINGS AND VOTING

Sec.A101.351.AAAPPLICABILITY OF SUBCHAPTER. This subchapter

applies only to a meeting of and voting by:

(1)AAthe governing authority of a limited liability

company;

(2)AAthe members of a limited liability company if the

members do not constitute the governing authority of the company;

and

(3)AAa committee of the governing authority of a

limited liability company. (TLLCA 2.12.A (part).)

Sec.A101.352.AAGENERAL NOTICE REQUIREMENTS. (a) Except as

provided by Subsection (b), notice of a regular or special meeting

of the governing authority or members of a limited liability

company, or a committee of the company ’s governing authority, shall

be given in writing to each governing person, member, or committee

member, as appropriate, and as provided by Section 6.051.

(b)AAIf the members of a limited liability company do not

constitute the governing authority of the company, notice required
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by Subsection (a) shall be given by or at the direction of the

governing authority not later than the 10th day or earlier than the

60th day before the date of the meeting. Notice of a meeting

required under this subsection must state the business to be

transacted at the meeting or the purpose of the meeting if:

(1)AAthe meeting is a special meeting; or

(2)AAa purpose of the meeting is to consider a matter

described by Section 101.356. (TLLCA 2.12.A (part), 2.19.B, C, D.)

Sec.A101.353.AAQUORUM. A majority of all of the governing

persons, members, or committee members of a limited liability

company constitutes a quorum for the purpose of transacting

business at a meeting of the governing authority, members, or

committee of the company, as appropriate. (TLLCA 2.23.A (part).)

Sec.A101.354.AAEQUAL VOTING RIGHTS. Each governing person,

member, or committee member of a limited liability company has an

equal vote at a meeting of the governing authority, members, or

committee of the company, as appropriate. (TLLCA 2.23.F.)

Sec.A101.355.AAACT OF GOVERNING AUTHORITY, MEMBERS, OR

COMMITTEE. Except as provided by this title or Title 1, the

affirmative vote of the majority of the governing persons, members,

or committee members of a limited liability company present at a

meeting at which a quorum is present constitutes an act of the

governing authority, members, or committee of the company, as

appropriate. (TLLCA 2.23.A (part), F.)

Sec.A101.356.AAVOTES REQUIRED TO APPROVE CERTAIN ACTIONS.

(a) Except as provided in this section or any other section in this

title, an action of a limited liability company may be approved by
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the company’s governing authority as provided by Section 101.355.

(b)AAExcept as provided by Subsection (c), (d), or (e) or any

other section in this title, an action of a limited liability

company not apparently for carrying out the ordinary course of

business of the company must be approved by the affirmative vote of

the majority of all of the company ’s governing persons.

(c)AAExcept as provided by Subsection (d) or (e) or any other

section in this title, a fundamental business transaction of a

limited liability company, or an action that would make it

impossible for a limited liability company to carry out the

ordinary business of the company, must be approved by the

affirmative vote of the majority of all of the company ’s members.

(d)AAExcept as provided by Subsection (e) or any other

section of this title, an amendment to the certificate of formation

of a limited liability company must be approved by the affirmative

vote of all of the company’s members.

(e)AAA requirement that an action of a limited liability

company must be approved by the company ’s members does not apply

during the period prescribed by Section 101.101(b). (TLLCA 2.23.D,

E, G, H.)

Sec.A101.357.AAMANNER OF VOTING. (a) A member of a limited

liability company may vote:

(1)AAin person; or

(2)AAby a proxy executed in writing by the member.

(b)AAA manager or committee member of a limited liability

company, if authorized by the company agreement, may vote:

(1)AAin person; or
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(2)AAby a proxy executed in writing by the manager or

committee member, as appropriate. (TLLCA 2.23.A (part); New.)

Sec.A101.358.AAACTION BY LESS THAN UNANIMOUS WRITTEN

CONSENT. (a) This section applies only to an action required or

authorized to be taken at an annual or special meeting of the

governing authority, the members, or a committee of the governing

authority of a limited liability company under this title, Title 1,

or the governing documents of the company.

(b)AANotwithstanding Sections 6.201 and 6.202, an action may

be taken without holding a meeting, providing notice, or taking a

vote if a written consent or consents stating the action to be taken

is signed by the number of governing persons, members, or committee

members of a limited liability company, as appropriate, necessary

to have at least the minimum number of votes that would be necessary

to take the action at a meeting at which each governing person,

member, or committee member, as appropriate, entitled to vote on

the action is present and votes. (TLLCA 2.23.B(1).)

[Sections 101.359-101.400 reserved for expansion]

SUBCHAPTER I. MODIFICATION OF DUTIES; INDEMNIFICATION

Sec.A101.401.AAEXPANSION OR RESTRICTION OF DUTIES AND

LIABILITIES. The company agreement of a limited liability company

may expand or restrict any duties, including fiduciary duties, and

related liabilities that a member, manager, officer, or other

person has to the company or to a member or manager of the company.

(TLLCA 2.20.B.)

Sec.A101.402.AAPERMISSIVE INDEMNIFICATION, ADVANCEMENT OF

EXPENSES, AND INSURANCE OR OTHER ARRANGEMENTS. (a) A limited
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liability company may:

(1)AAindemnify a person;

(2)AApay in advance or reimburse expenses incurred by a

person; and

(3)AApurchase or procure or establish and maintain

insurance or another arrangement to indemnify or hold harmless a

person.

(b)AAIn this section, "person" includes a member, manager, or

officer of a limited liability company or an assignee of a

membership interest in the company. (TLLCA 2.02.A, 2.20.A.)

[Sections 101.403-101.450 reserved for expansion]

SUBCHAPTER J. DERIVATIVE PROCEEDINGS

Sec.A101.451.AADEFINITIONS. In this subchapter:

(1)AA"Derivative proceeding" means a civil suit in the

right of a domestic limited liability company or, to the extent

provided by Section 101.462, in the right of a foreign limited

liability company.

(2)AA"Member" includes a person who beneficially owns a

membership interest through a voting trust or a nominee on the

person’s behalf. (TLLCA 8.12.A, C; TBCA 5.14.A.)

Sec.A101.452.AASTANDING TO BRING PROCEEDING. A member may

not institute or maintain a derivative proceeding unless:

(1)AAthe member:

(A)AAwas a member of the limited liability company

at the time of the act or omission complained of; or

(B)AAbecame a member by operation of law from a

person that was a member at the time of the act or omission
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complained of; and

(2)AAthe member fairly and adequately represents the

interests of the limited liability company in enforcing the right

of the limited liability company. (TLLCA 8.12.A, C; TBCA 5.14.B.)

Sec.A101.453.AADEMAND. (a) A member may not institute a

derivative proceeding until the 91st day after the date a written

demand is filed with the limited liability company stating with

particularity the act, omission, or other matter that is the

subject of the claim or challenge and requesting that the limited

liability company take suitable action.

(b)AAThe waiting period required by Subsection (a) before a

derivative proceeding may be instituted is not required if:

(1)AAthe member has been previously notified that the

demand has been rejected by the limited liability company;

(2)AAthe limited liability company is suffering

irreparable injury; or

(3)AAirreparable injury to the limited liability

company would result by waiting for the expiration of the 90-day

period. (TLLCA 8.12.A, C; TBCA 5.14.C.)

Sec.A101.454.AADETERMINATION BY GOVERNING OR INDEPENDENT

PERSONS. (a) The determination of how to proceed on allegations

made in a demand or petition relating to a derivative proceeding

must be made by an affirmative vote of the majority of:

(1)AAthe independent and disinterested governing

persons present at a meeting of the governing authority at which

interested governing persons are not present at the time of the vote

if the independent and disinterested governing persons constitute a
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quorum of the governing authority;

(2)AAa committee consisting of two or more independent

and disinterested governing persons appointed by the majority of

one or more independent and disinterested governing persons present

at a meeting of the governing authority, regardless of whether the

independent and disinterested governing persons constitute a

quorum of the governing authority; or

(3)AAa panel of one or more independent and

disinterested persons appointed by the court on a motion by the

limited liability company listing the names of the persons to be

appointed and stating that, to the best of the limited liability

company’s knowledge, the persons to be appointed are disinterested

and qualified to make the determinations contemplated by Section

101.458.

(b)AAThe court shall appoint a panel under Subsection (a)(3)

if the court finds that the persons recommended by the limited

liability company are independent and disinterested and are

otherwise qualified with respect to expertise, experience,

independent judgment, and other factors considered appropriate by

the court under the circumstances to make the determinations. A

person appointed by the court to a panel under this section may not

be held liable to the limited liability company or the limited

liability company ’s members for an action taken or omission made by

the person in that capacity, except for acts or omissions

constituting fraud or wilful misconduct. (TLLCA 8.12.A, C; TBCA

5.14.H.)

Sec.A101.455.AASTAY OF PROCEEDING. (a) If the domestic or
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foreign limited liability company that is the subject of a

derivative proceeding commences an inquiry into the allegations

made in a demand or petition and the person or group of persons

described by Section 101.454 is conducting an active review of the

allegations in good faith, the court shall stay a derivative

proceeding until the review is completed and a determination is

made by the person or group regarding what further action, if any,

should be taken.

(b)AATo obtain a stay, the domestic or foreign limited

liability company shall provide the court with a written statement

agreeing to advise the court and the member making the demand of the

determination promptly on the completion of the review of the

matter. A stay, on motion, may be reviewed every 60 days for the

continued necessity of the stay.

(c)AAIf the review and determination made by the person or

group is not completed before the 61st day after the date on which

the court orders the stay, the stay may be renewed for one or more

additional 60-day periods if the domestic or foreign limited

liability company provides the court and the member with a written

statement of the status of the review and the reasons why a

continued extension of the stay is necessary. (TLLCA 8.12.A, C;

TBCA 5.14.D(1).)

Sec.A101.456.AADISCOVERY. (a) If a domestic or foreign

limited liability company proposes to dismiss a derivative

proceeding under Section 101.458, discovery by a member after the

filing of the derivative proceeding in accordance with this

subchapter shall be limited to:
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(1)AAfacts relating to whether the person or group of

persons described by Section 101.458 is independent and

disinterested;

(2)AAthe good faith of the inquiry and review by the

person or group; and

(3)AAthe reasonableness of the procedures followed by

the person or group in conducting the review.

(b)AADiscovery described by Subsection (a) may not be

expanded to include a fact or substantive matter regarding the act,

omission, or other matter that is the subject matter of the

derivative proceeding. The scope of discovery may be expanded if

the court determines after notice and hearing that a good faith

review of the allegations for purposes of Section 101.458 has not

been made by an independent and disinterested person or group in

accordance with that section. (TLLCA 8.12.A, C; TBCA 5.14.D(2).)

Sec.A101.457.AATOLLING OF STATUTE OF LIMITATIONS. A written

demand filed with the limited liability company under Section

101.453 tolls the statute of limitations on the claim on which

demand is made until the earlier of:

(1)AAthe 91st day after the date of the demand; or

(2)AAthe 31st day after the date the limited liability

company advises the member that the demand has been rejected or the

review has been completed. (TLLCA 8.12.A, C; TBCA 5.14.E.)

Sec.A101.458.AADISMISSAL OF DERIVATIVE PROCEEDING. (a) A

court shall dismiss a derivative proceeding on a motion by the

limited liability company if the person or group of persons

described by Section 101.454 determines in good faith, after
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conducting a reasonable inquiry and based on factors the person or

group considers appropriate under the circumstances, that

continuation of the derivative proceeding is not in the best

interests of the limited liability company.

(b)AAIn determining whether the requirements of Subsection

(a) have been met, the burden of proof shall be on:

(1)AAthe plaintiff member if:

(A)AAthe majority of the governing authority

consists of independent and disinterested persons at the time the

determination is made;

(B)AAthe determination is made by a panel of one or

more independent and disinterested persons appointed under Section

101.454(a)(3); or

(C)AAthe limited liability company presents prima

facie evidence that demonstrates that the persons appointed under

Section 101.454(a)(2) are independent and disinterested; or

(2)AAthe limited liability company in any other

circumstance. (TLLCA 8.12.A, C; TBCA 5.14.F.)

Sec.A101.459.AAALLEGATIONS IF DEMAND REJECTED. If a

derivative proceeding is instituted after a demand is rejected, the

petition must allege with particularity facts that establish that

the rejection was not made in accordance with the requirements of

Sections 101.454 and 101.458. (TLLCA 8.12.A, C; TBCA 5.14.G.)

Sec.A101.460.AADISCONTINUANCE OR SETTLEMENT. (a) A

derivative proceeding may not be discontinued or settled without

court approval.

(b)AAThe court shall direct that notice be given to the
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affected members if the court determines that a proposed

discontinuance or settlement may substantially affect the

interests of other members. (TLLCA 8.12.A, C; TBCA 5.14.I.)

Sec.A101.461.AAPAYMENT OF EXPENSES. (a) In this section,

"expenses" means reasonable expenses incurred by a party in a

derivative proceeding, including:

(1)AAattorney’s fees;

(2)AAcosts of pursuing an investigation of the matter

that was the subject of the derivative proceeding; or

(3)AAexpenses for which the domestic or foreign limited

liability company may be required to indemnify another person.

(b)AAOn termination of a derivative proceeding, the court may

order:

(1)AAthe domestic or foreign limited liability company

to pay the expenses the plaintiff incurred in the proceeding if the

court finds the proceeding has resulted in a substantial benefit to

the domestic or foreign limited liability company;

(2)AAthe plaintiff to pay the expenses the domestic or

foreign limited liability company or other defendant incurred in

investigating and defending the proceeding if the court finds the

proceeding has been instituted or maintained without reasonable

cause or for an improper purpose; or

(3)AAa party to pay the expenses incurred by another

party relating to the filing of a pleading, motion, or other paper

if the court finds the pleading, motion, or other paper:

(A)AAwas not well grounded in fact after

reasonable inquiry;
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(B)AAwas not warranted by existing law or a good

faith argument for the extension, modification, or reversal of

existing law; or

(C)AAwas interposed for an improper purpose, such

as to harass, cause unnecessary delay, or cause a needless increase

in the cost of litigation. (TLLCA 8.12.A, C; TBCA 5.14.J.)

Sec.A101.462.AAAPPLICATION TO FOREIGN LIMITED LIABILITY

COMPANIES. (a) In a derivative proceeding brought in the right of a

foreign limited liability company, the matters covered by this

subchapter are governed by the laws of the jurisdiction of

organization of the foreign limited liability company, except for

Sections 101.455, 101.460, and 101.461, which are procedural

provisions and do not relate to the internal affairs of the foreign

limited liability company.

(b)AAIn the case of matters relating to a foreign limited

liability company under Section 101.454, a reference to a person or

group of persons described by that section refers to a person or

group entitled under the laws of the jurisdiction of organization

of the foreign limited liability company to review and dispose of a

derivative proceeding. The standard of review of a decision made by

the person or group to dismiss the derivative proceeding shall be

governed by the laws of the jurisdiction of organization of the

foreign limited liability company. (TLLCA 8.12.A, C; TBCA 5.14.K.)

Sec.A101.463.AACLOSELY HELD LIMITED LIABILITY COMPANY. (a)

In this section, "closely held limited liability company" means a

limited liability company that has:

(1)AAfewer than 35 members; and
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(2)AAno membership interests listed on a national

securities exchange or regularly quoted in an over-the-counter

market by one or more members of a national securities association.

(b)AASubject to Subsection (c), Sections 101.452-101.459 do

not apply to a closely held limited liability company.

(c)AAIf justice requires:

(1)AAa derivative proceeding brought by a member of a

closely held limited liability company may be treated by a court as

a direct action brought by the member for the member ’s own benefit;

and

(2)AAa recovery in a direct or derivative proceeding by

a member may be paid directly to the plaintiff or to the limited

liability company if necessary to protect the interests of

creditors or other members of the limited liability company.

(TLLCA 8.12.A, C; TBCA 5.14.L.)

[Sections 101.464-101.500 reserved for expansion]

SUBCHAPTER K. SUPPLEMENTAL RECORDKEEPING REQUIREMENTS

Sec.A101.501.AASUPPLEMENTAL RECORDS REQUIRED FOR LIMITED

LIABILITY COMPANIES. (a) In addition to the books and records

required to be kept under Section 3.151, a limited liability

company shall keep at its principal office in the United States, or

make available to a person at its principal office in the United

States not later than the fifth day after the date the person

submits a written request to examine the books and records of the

company under Section 3.152(a) or 101.502:

(1)AAa current list of each member of a class or group

of membership interests in the company;
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(2)AAa copy of the company’s federal, state, and local

tax information or income tax returns for each of the six preceding

tax years;

(3)AAa copy of the company’s certificate of formation,

including any amendments to or restatements of the certificate of

formation;

(4)AAif the company agreement is in writing, a copy of

the company agreement, including any amendments to or restatements

of the company agreement;

(5)AAan executed copy of any powers of attorney;

(6)AAa copy of any document that establishes a class or

group of members of the company as provided by the company

agreement; and

(7)AAexcept as provided by Subsection (b), a written

statement of:

(A)AAthe amount of a cash contribution and a

description and statement of the agreed value of any other

contribution made or agreed to be made by each member;

(B)AAthe dates any additional contributions are to

be made by a member;

(C)AAany event the occurrence of which requires a

member to make additional contributions;

(D)AAany event the occurrence of which requires

the winding up of the company; and

(E)AAthe date each member became a member of the

company.

(b)AAA limited liability company is not required to keep or
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make available at its principal office in the United States a

written statement of the information required by Subsection (a)(7)

if that information is stated in the company agreement.

(c)AAA limited liability company shall keep at its registered

office located in this state and make available to a member of the

company on reasonable request the street address of the company ’s

principal office in the United States in which the records required

by this section and Section 3.151 are maintained or made available.

(TLLCA 2.22.A, C.)

Sec.A101.502.AARIGHT TO EXAMINE RECORDS AND CERTAIN OTHER

INFORMATION. (a) A member of a limited liability company or an

assignee of a membership interest in a limited liability company,

or a representative of the member or assignee, on written request

and for a proper purpose, may examine and copy at any reasonable

time and at the member ’s or assignee’s expense:

(1)AArecords required under Sections 3.151 and 101.501;

and

(2)AAother information regarding the business,

affairs, and financial condition of the company that is reasonable

for the person to examine and copy.

(b)AAA limited liability company shall provide to a member of

the company or an assignee of a membership interest in the company,

on written request by the member or assignee sent to the company ’s

principal office in the United States or, if different, the person

and address designated in the company agreement, a free copy of:

(1)AAthe company’s certificate of formation, including

any amendments to or restatements of the certificate of formation;
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(2)AAif in writing, the company agreement, including

any amendments to or restatements of the company agreement; and

(3)AAany tax returns described by Section

101.501(a)(2). (TLLCA 2.22.D, E.)

[Sections 101.503-101.550 reserved for expansion]

SUBCHAPTER L. SUPPLEMENTAL WINDING UP

AND TERMINATION PROVISIONS

Sec.A101.551.AAPERSONS ELIGIBLE TO WIND UP COMPANY. After an

event requiring the winding up of a limited liability company

unless a revocation as provided by Section 11.151 or a cancellation

as provided by Section 11.152 occurs, the winding up of the company

must be carried out by:

(1)AAthe company’s governing authority or one or more

persons, including a governing person, designated by the governing

authority, the members, or the governing documents;

(2)AAif the event requiring the winding up of the

company is the termination of the continued membership of the last

remaining member of the company, the legal representative or

successor of the last remaining member or one or more persons

designated by the legal representative or successor; or

(3)AAa person appointed by the court to carry out the

winding up of the company under Section 11.054, 11.405, 11.409, or

11.410. (TLLCA 6.03.)

Sec.A101.552.AAAPPROVAL OF VOLUNTARY WINDING UP, REVOCATION,

CANCELLATION, OR REINSTATEMENT. A majority vote of all of the

governing members of a limited liability company or, if the limited

liability company has no members, a majority vote of all of the
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managers of the company is required to approve:

(1)AAa voluntary winding up of the company under

Chapter 11;

(2)AAa revocation of a voluntary decision to wind up the

company under Section 11.151;

(3)AAa cancellation of an event requiring the winding

up of the company under Section 11.152; or

(4)AAa reinstatement of a terminated company under

Section 11.202. (TLLCA 6.01, 6.06.)

TITLE 4. PARTNERSHIPS

CHAPTER 151. GENERAL PROVISIONS

Sec.A151.001.AADEFINITIONS. In this title:

(1)AA"Capital account" means the amount computed by:

(A)AAadding the amount of a partner’s original and

additional contributions of cash to a partnership, the agreed value

of any other property that that partner originally or additionally

contributed to the partnership, and allocations of partnership

profits to that partner; and

(B)AAsubtracting the amount of distributions to

that partner and allocations of partnership losses to that partner.

(2)AA"Foreign limited partnership" means a partnership

formed under the laws of another state that has one or more general

partners and one or more limited partners.

(3)AA"Majority-in-interest," with respect to all or a

specified group of partners, means partners who own more than 50

percent of the current percentage or other interest in the profits

of the partnership that is owned by all of the partners or by the
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partners in the specified group, as appropriate.

(4)AA"Partnership agreement" means any agreement,

written or oral, of the partners concerning a partnership. (TRLPA

1.02(1), (3), (7), (10); TRPA 1.01(2), (8), (10), (12).)

Sec.A151.002.AAKNOWLEDGE OF FACT. For purposes of this

title, a person has knowledge of a fact only if the person has

actual knowledge of the fact. (TRPA 1.02(a).)

Sec.A151.003.AANOTICE OF FACT. (a) For purposes of this

title, a person has notice of a fact if the person:

(1)AAhas knowledge of the fact;

(2)AAhas received a communication of the fact as

provided by Subsection (c); or

(3)AAreasonably should have concluded, from all facts

then known to that person, that the fact exists.

(b)AAA person notifies or gives notice to another person of a

fact by taking actions reasonably required to inform the other

person of the fact in the ordinary course of business, regardless of

whether the other person actually has knowledge of the fact.

(c)AAA person is notified or receives notice of a fact when

the fact is communicated to:

(1)AAthe person;

(2)AAthe person’s place of business; or

(3)AAanother place held out by the person as the place

for receipt of communications.

(d)AAReceipt of notice by a partner of a fact relating to the

partnership is effective immediately as notice to the partnership

unless fraud against the partnership is committed by or with the
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consent of the partner receiving the notice. (TRPA 1.02(b), (c),

(d), (e).)

CHAPTER 152. GENERAL PARTNERSHIPS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A152.001.AADEFINITIONS. In this chapter:

(1)AA"Event of withdrawal" or "withdrawal" means an

event specified by Section 152.501(b).

(2)AA"Event requiring a winding up" means an event

specified by Section 11.051 or 11.057.

(3)AA"Foreign limited liability partnership" means a

partnership that:

(A)AAis foreign; and

(B)AAhas the status of a limited liability

partnership pursuant to the laws of the jurisdiction of formation.

(4)AA"Other partnership provisions" means the

provisions of Chapters 151 and 154 and Title 1 to the extent

applicable to partnerships.

(5)AA"Transfer" includes:

(A)AAan assignment;

(B)AAa conveyance;

(C)AAa lease;

(D)AAa mortgage;

(E)AAa deed;

(F)AAan encumbrance; and

(G)AAthe creation of a security interest.

(6)AA"Withdrawn partner" means a partner with respect

to whom an event of withdrawal has occurred. (TRPA 1.01(6), (7),
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(8), (9), (10), (11), (12), (13), (14), (15), (16), (17), (18),

(19).)

Sec.A152.002.AAEFFECT OF PARTNERSHIP AGREEMENT; NONWAIVABLE

AND VARIABLE PROVISIONS. (a) Except as provided by Subsection (b),

a partnership agreement governs the relations of the partners and

between the partners and the partnership. To the extent that the

partnership agreement does not otherwise provide, this chapter and

the other partnership provisions govern the relationship of the

partners and between the partners and the partnership.

(b)AAA partnership agreement or the partners may not:

(1)AAunreasonably restrict a partner’s right of access

to books and records under Section 152.212;

(2)AAeliminate the duty of loyalty under Section

152.205, except that the partners by agreement may identify

specific types of activities or categories of activities that do

not violate the duty of loyalty if the types or categories are not

manifestly unreasonable;

(3)AAeliminate the duty of care under Section 152.206,

except that the partners by agreement may determine the standards

by which the performance of the obligation is to be measured if the

standards are not manifestly unreasonable;

(4)AAeliminate the obligation of good faith under

Section 152.204(b), except that the partners by agreement may

determine the standards by which the performance of the obligation

is to be measured if the standards are not manifestly unreasonable;

(5)AAvary the power to withdraw as a partner under

Section 152.501(b)(1), (7), or (8), except for the requirement that
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notice be in writing;

(6)AAvary the right to expel a partner by a court in an

event specified by Section 152.501(b)(5);

(7)AArestrict rights of a third party under this

chapter or the other partnership provisions, except for a

limitation on an individual partner’s liability in a limited

liability partnership as provided by this chapter;

(8)AAselect a governing law not permitted under

Sections 1.103 and 1.002(43)(C); or

(9)AAexcept as provided in Subsections (c) and (d),

waive or modify the following provisions of Title 1:

(A)AAChapter 1, if the provision is used to

interpret a provision or to define a word or phrase contained in a

section listed in this subsection;

(B)AAChapter 2, other than Sections 2.104(c)(2),

2.104(c)(3), and 2.113;

(C)AAChapter 3, other than Subchapters C and E of

that chapter; or

(D)AAChapters 4, 5, 10, 11, and 12, other than

Sections 11.057(a)(1), (2), (5), and (6) and 11.057(b).

(c)AAA provision listed in Subsection (b)(9) may be waived or

modified in a partnership agreement if the provision that is waived

or modified authorizes the partnership to waive or modify the

provision in the partnership ’s governing documents.

(d)AAA provision listed in Subsection (b)(9) may be waived or

modified in a partnership agreement if the provision that is

modified specifies:
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(1)AAthe person or group of persons entitled to approve

a modification; or

(2)AAthe vote or other method by which a modification is

required to be approved. (TRPA 1.03.)

Sec.A152.003.AASUPPLEMENTAL PRINCIPLES OF LAW. The

principles of law and equity and the other partnership provisions

supplement this chapter unless otherwise provided by this chapter

or the other partnership provisions. (TRPA 1.04(a).)

Sec.A152.004.AARULE OF STATUTORY CONSTRUCTION NOT

APPLICABLE. The rule that a statute in derogation of the common law

is to be strictly construed does not apply to this chapter or the

other partnership provisions. (TRPA 1.04(b).)

Sec.A152.005.AAAPPLICABLE INTEREST RATE. If an obligation to

pay interest arises under this chapter and the rate is not

specified, the interest rate is the rate specified by Section

302.002, Finance Code. (TRPA 1.04(c).)

[Sections 152.006-152.050 reserved for expansion]

SUBCHAPTER B. NATURE AND CREATION OF PARTNERSHIP

Sec.A152.051.AAPARTNERSHIP DEFINED. (a) In this section,

"association" does not have the meaning of the term "association"

under Section 1.002.

(b)AAExcept as provided by Subsection (c) and Section

152.053(a), an association of two or more persons to carry on a

business for profit as owners creates a partnership, regardless of

whether:

(1)AAthe persons intend to create a partnership; or

(2)AAthe association is called a "partnership," "joint
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venture," or other name.

(c)AAAn association or organization is not a partnership if

it was created under a statute other than:

(1)AAthis title and the provisions of Title 1

applicable to partnerships and limited partnerships;

(2)AAa predecessor to a statute referred to in

Subdivision (1); or

(3)AAa comparable statute of another jurisdiction.

(d)AAThe provisions of this chapter govern limited

partnerships only to the extent provided by Sections 153.003 and

153.152 and Subchapter H, Chapter 153. (TRPA 2.02(a), (b).)

Sec.A152.052.AARULES FOR DETERMINING IF PARTNERSHIP IS

CREATED. (a) Factors indicating that persons have created a

partnership include the persons’:

(1)AAreceipt or right to receive a share of profits of

the business;

(2)AAexpression of an intent to be partners in the

business;

(3)AAparticipation or right to participate in control

of the business;

(4)AAagreement to share or sharing:

(A)AAlosses of the business; or

(B)AAliability for claims by third parties against

the business; and

(5)AAagreement to contribute or contributing money or

property to the business.

(b)AAOne of the following circumstances, by itself, does not
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indicate that a person is a partner in the business:

(1)AAthe receipt or right to receive a share of profits

as payment:

(A)AAof a debt, including repayment by

installments;

(B)AAof wages or other compensation to an employee

or independent contractor;

(C)AAof rent;

(D)AAto a former partner, surviving spouse or

representative of a deceased or disabled partner, or transferee of

a partnership interest;

(E)AAof interest or other charge on a loan,

regardless of whether the amount varies with the profits of the

business, including a direct or indirect present or future

ownership interest in collateral or rights to income, proceeds, or

increase in value derived from collateral; or

(F)AAof consideration for the sale of a business

or other property, including payment by installments;

(2)AAco-ownership of property, regardless of whether

the co-ownership:

(A)AAis a joint tenancy, tenancy in common,

tenancy by the entirety, joint property, community property, or

part ownership; or

(B)AAis combined with sharing of profits from the

property;

(3)AAthe right to share or sharing gross returns or

revenues, regardless of whether the persons sharing the gross
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returns or revenues have a common or joint interest in the property

from which the returns or revenues are derived; or

(4)AAownership of mineral property under a joint

operating agreement.

(c)AAAn agreement by the owners of a business to share losses

is not necessary to create a partnership. (TRPA 2.03.)

Sec.A152.053.AAQUALIFICATIONS TO BE PARTNER; NONPARTNER’S

LIABILITY TO THIRD PERSON. (a) A person may be a partner unless the

person lacks capacity apart from this chapter.

(b)AAExcept as provided by Section 152.307, a person who is

not a partner in a partnership under Section 152.051 is not a

partner as to a third person and is not liable to a third person

under this chapter. (TRPA 2.02(c), 2.03(c).)

Sec.A152.054.AAFALSE REPRESENTATION OF PARTNERSHIP OR

PARTNER. (a) A false representation or other conduct falsely

indicating that a person is a partner with another person does not

of itself create a partnership.

(b)AAA representation or other conduct indicating that a

person is a partner in an existing partnership, if that is not the

case, does not of itself make that person a partner in the

partnership. (TRPA 3.06(a), (b).)

Sec.A152.055.AAAUTHORITY OF CERTAIN PROFESSIONALS TO CREATE

PARTNERSHIP. (a) Persons licensed as doctors of medicine and

persons licensed as doctors of osteopathy by the Texas State Board

of Medical Examiners and persons licensed as podiatrists by the

Texas State Board of Podiatric Medical Examiners may create a

partnership that is jointly owned by those practitioners to perform
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a professional service that falls within the scope of practice of

those practitioners.

(b)AAWhen doctors of medicine, osteopathy, and podiatry

create a partnership that is jointly owned by those practitioners,

the authority of each of the practitioners is limited by the scope

of practice of the respective practitioners and none can exercise

control over the other’s clinical authority granted by their

respective licenses, either through agreements, bylaws,

directives, financial incentives, or other arrangements that would

assert control over treatment decisions made by the practitioner.

(c)AAThe Texas State Board of Medical Examiners and the Texas

State Board of Podiatric Medical Examiners continue to exercise

regulatory authority over their respective licenses. (TRPA

2.02(e).)

Sec.A152.056.AAPARTNERSHIP AS ENTITY. A partnership is an

entity distinct from its partners. (TRPA 2.01.)

[Sections 152.057-152.100 reserved for expansion]

SUBCHAPTER C. PARTNERSHIP PROPERTY

Sec.A152.101.AANATURE OF PARTNERSHIP PROPERTY. Partnership

property is not property of the partners. A partner or a partner ’s

spouse does not have an interest in partnership property. (TRPA

2.04.)

Sec.A152.102.AACLASSIFICATION AS PARTNERSHIP PROPERTY. (a)

Property is partnership property if acquired in the name of:

(1)AAthe partnership; or

(2)AAone or more partners, regardless of whether the

name of the partnership is indicated, if the instrument
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transferring title to the property indicates:

(A)AAthe person’s capacity as a partner; or

(B)AAthe existence of a partnership.

(b)AAProperty is presumed to be partnership property if

acquired with partnership property, regardless of whether the

property is acquired as provided by Subsection (a).

(c)AAProperty acquired in the name of one or more partners is

presumed to be the partner’s property, regardless of whether the

property is used for partnership purposes, if the instrument

transferring title to the property does not indicate the person ’s

capacity as a partner or the existence of a partnership, and if the

property is not acquired with partnership property.

(d)AAFor purposes of this section, property is acquired in

the name of the partnership by a transfer to:

(1)AAthe partnership in its name; or

(2)AAone or more partners in the partners’ capacity as

partners in the partnership, if the name of the partnership is

indicated in the instrument transferring title to the property.

(TRPA 2.05.)

[Sections 152.103-152.200 reserved for expansion]

SUBCHAPTER D. RELATIONSHIP BETWEEN PARTNERS AND BETWEEN

PARTNERS AND PARTNERSHIPS

Sec.A152.201.AAADMISSION AS PARTNER. A person may become a

partner only with the consent of all partners. (TRPA 4.01(g).)

Sec.A152.202.AACREDITS OF AND CHARGES TO PARTNER. (a) Each

partner is credited with an amount equal to:

(1)AAthe cash and the value of property the partner
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contributes to a partnership; and

(2)AAthe partner’s share of the partnership ’s profits.

(b)AAEach partner is charged with an amount equal to:

(1)AAthe cash and the value of other property

distributed by the partnership to the partner; and

(2)AAthe partner’s share of the partnership ’s losses.

(c)AAEach partner is entitled to be credited with an equal

share of the partnership ’s profits and is chargeable with a share of

the partnership ’s capital or operating losses in proportion to the

partner’s share of the profits. (TRPA 4.01(a), (b).)

Sec.A152.203.AARIGHTS AND DUTIES OF PARTNER. (a) Each

partner has equal rights in the management and conduct of the

business of a partnership. A partner ’s right to participate in the

management and conduct of the business is not community property.

(b)AAA partner may use or possess partnership property only

on behalf of the partnership.

(c)AAA partner is not entitled to receive compensation for

services performed for a partnership other than reasonable

compensation for services rendered in winding up the business of

the partnership.

(d)AAA partner who, in the proper conduct of the business of

the partnership or for the preservation of its business or

property, reasonably makes a payment or advance beyond the amount

the partner agreed to contribute, or who reasonably incurs a

liability, is entitled to be repaid and to receive interest from the

date of the:

(1)AApayment or advance; or
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(2)AAincurrence of the liability. (TRPA 4.01(c), (d),

(e), (f).)

Sec.A152.204.AAGENERAL STANDARDS OF PARTNER’S CONDUCT. (a)

A partner owes to the partnership and the other partners:

(1)AAa duty of loyalty; and

(2)AAa duty of care.

(b)AAA partner shall discharge the partner’s duties to the

partnership and the other partners under this code or under the

partnership agreement and exercise any rights and powers in the

conduct or winding up of the partnership business:

(1)AAin good faith; and

(2)AAin a manner the partner reasonably believes to be

in the best interest of the partnership.

(c)AAA partner does not violate a duty or obligation under

this chapter or under the partnership agreement merely because the

partner’s conduct furthers the partner’s own interest.

(d)AAA partner, in the partner ’s capacity as partner, is not

a trustee and is not held to the standards of a trustee. (TRPA

4.04(a), (d), (e), (f).)

Sec.A152.205.AAPARTNER’S DUTY OF LOYALTY. A partner’s duty of

loyalty includes:

(1)AAaccounting to and holding for the partnership

property, profit, or benefit derived by the partner:

(A)AAin the conduct and winding up of the

partnership business; or

(B)AAfrom use by the partner of partnership

property;
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(2)AArefraining from dealing with the partnership on

behalf of a person who has an interest adverse to the partnership;

and

(3)AArefraining from competing or dealing with the

partnership in a manner adverse to the partnership. (TRPA 4.04(b).)

Sec.A152.206.AAPARTNER’S DUTY OF CARE. (a) A partner’s duty

of care to the partnership and the other partners is to act in the

conduct and winding up of the partnership business with the care an

ordinarily prudent person would exercise in similar circumstances.

(b)AAAn error in judgment does not by itself constitute a

breach of the duty of care.

(c)AAA partner is presumed to satisfy the duty of care if the

partner acts on an informed basis and in compliance with Section

152.204(b). (TRPA 4.04(c).)

Sec.A152.207.AASTANDARDS OF CONDUCT APPLICABLE TO PERSON

WINDING UP PARTNERSHIP BUSINESS. Sections 152.204-152.206 apply to

a person winding up the partnership business as the personal or

legal representative of the last surviving partner to the same

extent that those sections apply to a partner. (TRPA 4.04(g).)

Sec.A152.208.AAAMENDMENT TO PARTNERSHIP AGREEMENT. A

partnership agreement may be amended only with the consent of all

partners. (TRPA 4.01(i).)

Sec.A152.209.AADECISION-MAKING REQUIREMENT. (a) A

difference arising in a matter in the ordinary course of the

partnership business may be decided by a majority-in-interest of

the partners.

(b)AAAn act outside the ordinary course of business of a
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partnership may be undertaken only with the consent of all

partners. (TRPA 4.01(h).)

Sec.A152.210.AAPARTNER’S LIABILITY TO PARTNERSHIP AND OTHER

PARTNERS. A partner is liable to a partnership and the other

partners for:

(1)AAa breach of the partnership agreement; or

(2)AAa violation of a duty to the partnership or other

partners under this chapter that causes harm to the partnership or

the other partners. (TRPA 4.05.)

Sec.A152.211.AAREMEDIES OF PARTNERSHIP AND PARTNERS. (a) A

partnership may maintain an action against a partner for a breach of

the partnership agreement or for the violation of a duty to the

partnership causing harm to the partnership.

(b)AAA partner may maintain an action against the partnership

or another partner for legal or equitable relief, including an

accounting of partnership business, to:

(1)AAenforce a right under the partnership agreement;

(2)AAenforce a right under this chapter, including:

(A)AAthe partner’s rights under Sections

152.201-152.209, 152.212, and 152.213;

(B)AAthe partner’s right on withdrawal to have the

partner’s interest in the partnership redeemed under Subchapter H

or to enforce any other right under Subchapters G and H; and

(C)AAthe partner’s rights under Subchapter I;

(3)AAenforce the rights and otherwise protect the

interests of the partner, including rights and interests arising

independently of the partnership relationship; or
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(4)AAenforce a right under Chapter 11.

(c)AAThe accrual of and a time limitation on a right of action

for a remedy under this section is governed by other applicable law.

(d)AAA right to an accounting does not revive a claim barred

by law. (TRPA 4.06.)

Sec.A152.212.AABOOKS AND RECORDS OF PARTNERSHIP. (a) In this

section, "access" includes the opportunity to inspect and copy

books and records during ordinary business hours.

(b)AAA partnership shall keep its books and records, if any,

at its chief executive office.

(c)AAA partnership shall provide access to its books and

records to a partner or an agent or attorney of a partner.

(d)AAThe partnership shall provide a former partner or an

agent or attorney of a former partner access to books and records

pertaining to the period during which the former partner was a

partner or for any other proper purpose with respect to another

period.

(e)AAA partnership may impose a reasonable charge, covering

the costs of labor and material, for copies of documents furnished

under this section. (TRPA 4.03(a), (b).)

Sec.A152.213.AAINFORMATION REGARDING PARTNERSHIP. (a) On

request and to the extent just and reasonable, each partner and the

partnership shall furnish complete and accurate information

concerning the partnership to:

(1)AAa partner;

(2)AAthe legal representative of a deceased partner or

a partner who has a legal disability; or
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(3)AAan assignee.

(b)AAA legal representative of a deceased partner or a

partner who has a legal disability and an assignee are subject to

the duties of a partner with respect to information made available.

(TRPA 4.03(c).)

Sec.A152.214.AACERTAIN THIRD-PARTY OBLIGATIONS NOT

AFFECTED. Sections 152.203, 152.208, and 152.209 do not limit a

partnership’s obligations to another person under Sections 152.301

and 152.302. (TRPA 4.01(j).)

[Sections 152.215-152.300 reserved for expansion]

SUBCHAPTER E. RELATIONSHIP BETWEEN PARTNERS AND OTHER PERSONS

Sec.A152.301.AAPARTNER AS AGENT. Each partner is an agent of

the partnership for the purpose of its business. (TRPA 3.02(a)

(part).)

Sec.A152.302.AABINDING EFFECT OF PARTNER’S ACTION. (a)

Unless a partner does not have authority to act for the partnership

in a particular matter and the person with whom the partner is

dealing knows that the partner lacks authority, an act of a partner,

including the execution of an instrument in the partnership name,

binds the partnership if the act is apparently for carrying on in

the ordinary course:

(1)AAthe partnership business; or

(2)AAbusiness of the kind carried on by the

partnership.

(b)AAAn act of a partner that is not apparently for carrying

on in the ordinary course a business described by Subsection (a)

binds the partnership only if authorized by the other partners.
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(c)AAA conveyance of real property by a partner on behalf of

the partnership not otherwise binding on the partnership binds the

partnership if the property has been conveyed by the grantee or a

person claiming through the grantee to be a holder for value without

knowledge that the partner exceeded that partner ’s authority in

making the conveyance. (TRPA 3.02(a) (part), (b), (c).)

Sec.A152.303.AALIABILITY OF PARTNERSHIP FOR CONDUCT OF

PARTNER. (a) A partnership is liable for loss or injury to a

person, including a partner, or for a penalty caused by or incurred

as a result of a wrongful act or omission or other actionable

conduct of a partner acting:

(1)AAin the ordinary course of business of the

partnership; or

(2)AAwith the authority of the partnership.

(b)AAA partnership is liable for the loss of money or

property of a person who is not a partner that is:

(1)AAreceived in the course of the partnership ’s

business; and

(2)AAmisapplied by a partner while in the custody of the

partnership. (TRPA 3.03.)

Sec.A152.304.AANATURE OF PARTNER ’S LIABILITY. (a) Except as

provided by Subsection (b) or Section 152.801(b), all partners are

liable jointly and severally for a debt or obligation of the

partnership unless otherwise:

(1)AAagreed by the claimant; or

(2)AAprovided by law.

(b)AAA person who is admitted as a partner into an existing
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partnership does not have personal liability under Subsection (a)

for an obligation of the partnership that:

(1)AAarises before the partner’s admission to the

partnership;

(2)AArelates to an action taken or omission occurring

before the partner’s admission to the partnership; or

(3)AAarises before or after the partner’s admission to

the partnership under a contract or commitment entered into before

the partner’s admission. (TRPA 3.04, 3.07.)

Sec.A152.305.AAREMEDY. An action may be brought against a

partnership and any or all of the partners in the same action or in

separate actions. (TRPA 3.05(b).)

Sec.A152.306.AAENFORCEMENT OF REMEDY. (a) A judgment

against a partnership is not by itself a judgment against a partner.

A judgment may be entered against a partner who has been served with

process in a suit against the partnership.

(b)AAExcept as provided by Subsection (c), a creditor may

proceed against one or more partners or the property of the partners

to satisfy a judgment based on a claim against the partnership only

if a judgment:

(1)AAis also obtained against the partner; and

(2)AAbased on the same claim:

(A)AAis obtained against the partnership;

(B)AAhas not been reversed or vacated; and

(C)AAremains unsatisfied for 90 days after:

(i)AAthe date on which the judgment is

entered; or
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(ii)AAthe date on which the stay expires, if

the judgment is contested by appropriate proceedings and execution

on the judgment is stayed.

(c)AASubsection (b) does not prohibit a creditor from

proceeding directly against one or more partners or the property of

the partners without first seeking satisfaction from partnership

property if:

(1)AAthe partnership is a debtor in bankruptcy;

(2)AAthe creditor and the partnership agreed that the

creditor is not required to comply with Subsection (b);

(3)AAa court orders otherwise, based on a finding that

partnership property subject to execution in the state is clearly

insufficient to satisfy the judgment or that compliance with

Subsection (b) is excessively burdensome; or

(4)AAliability is imposed on the partner by law

independently of the person’s status as a partner.

(d)AAThis section does not limit the effect of Section

152.801 with respect to a limited liability partnership. (TRPA

3.05(c), (d), (e), (f).)

Sec.A152.307.AAEXTENSION OF CREDIT IN RELIANCE ON FALSE

REPRESENTATION. (a) The rights of a person extending credit in

reliance on a representation described by Section 152.054 are

determined by applicable law other than this chapter and the other

partnership provisions, including the law of estoppel, agency,

negligence, fraud, and unjust enrichment.

(b)AAThe rights and duties of a person held liable under

Subsection (a) are also determined by law other than the law
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described by Subsection (a). (TRPA 3.06(c), (d).)

[Sections 152.308-152.400 reserved for expansion]

SUBCHAPTER F. TRANSFER OF PARTNERSHIP INTERESTS

Sec.A152.401.AATRANSFER OF PARTNERSHIP INTEREST. A partner

may transfer all or part of the partner ’s partnership interest.

(TRPA 5.03(a) (part).)

Sec.A152.402.AAGENERAL EFFECT OF TRANSFER. A transfer of all

or part of a partner’s partnership interest:

(1)AAis not an event of withdrawal;

(2)AAdoes not by itself cause a winding up of the

partnership business; and

(3)AAagainst the other partners or the partnership,

does not entitle the transferee, during the continuance of the

partnership, to participate in the management or conduct of the

partnership business. (TRPA 5.03(a) (part).)

Sec.A152.403.AAEFFECT OF TRANSFER ON TRANSFEROR. After

transfer, the transferor continues to have the rights and duties of

a partner other than the interest transferred. (TRPA 5.03(b)

(part).)

Sec.A152.404.AARIGHTS AND DUTIES OF TRANSFEREE. (a) A

transferee of a partner’s partnership interest is entitled to

receive, to the extent transferred, distributions to which the

transferor otherwise would be entitled.

(b)AAIf an event requires a winding up of partnership

business under Subchapter I, a transferee is entitled to receive,

to the extent transferred, the net amount otherwise distributable

to the transferor.
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(c)AAUntil a transferee becomes a partner, the transferee

does not have liability as a partner solely as a result of the

transfer.

(d)AAFor a proper purpose the transferee may require

reasonable information or an account of a partnership transaction

and make reasonable inspection of the partnership books. In a

winding up of partnership business, a transferee may require an

accounting only from the date of the latest account agreed to by all

of the partners.

(e)AAUntil receipt of notice of a transfer, a partnership is

not required to give effect to a transferee ’s rights under this

section and Sections 152.401-152.403. (TRPA 5.03(b) (part), (c),

(d).)

Sec.A152.405.AAPOWER TO EFFECT TRANSFER OR GRANT OF SECURITY

INTEREST. A partnership is not required to give effect to a transfer

prohibited by a partnership agreement. (TRPA 5.03(e).)

Sec.A152.406.AAEFFECT OF DEATH OR DIVORCE ON PARTNERSHIP

INTEREST. (a) For purposes of this code:

(1)AAon the divorce of a partner, the partner ’s spouse,

to the extent of the spouse ’s partnership interest, is a transferee

of the partnership interest from the partner;

(2)AAon the death of a partner, the partner ’s surviving

spouse, if any, and an heir, legatee, or personal representative of

the partner, to the extent of their respective partnership

interest, is a transferee of the partnership interest from the

partner; and

(3)AAon the death of a partner’s spouse, an heir,
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legatee, or personal representative of the spouse, to the extent of

their respective partnership interest, is a transferee of the

partnership interest from the partner.

(b)AAAn event of the type described by Section 152.501

occurring with respect to a partner ’s spouse is not an event of

withdrawal.

(c)AAThis chapter does not impair an agreement for the

purchase or sale of a partnership interest at any time, including

the death of an owner of the partnership interest. (TRPA 5.04.)

[Sections 152.407-152.500 reserved for expansion]

SUBCHAPTER G. WITHDRAWAL OF PARTNER

Sec.A152.501.AAEVENTS OF WITHDRAWAL. (a) A person ceases to

be a partner on the occurrence of an event of withdrawal.

(b)AAAn event of withdrawal of a partner occurs on:

(1)AAreceipt by the partnership of notice of the

partner’s express will to withdraw as a partner on:

(A)AAthe date on which the notice is received; or

(B)AAa later date specified by the notice;

(2)AAan event specified in the partnership agreement as

causing the partner’s withdrawal;

(3)AAthe partner’s expulsion as provided by the

partnership agreement;

(4)AAthe partner’s expulsion by vote of a

majority-in-interest of the other partners if:

(A)AAit is unlawful to carry on the partnership

business with that partner;

(B)AAthere has been a transfer of all or
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substantially all of that partner’s partnership interest, other

than:

(i)AAa transfer for security purposes that

has not been foreclosed; or

(ii)AAthe substitution of a successor

trustee or successor personal representative;

(C)AAnot later than the 90th day after the date on

which the partnership notifies an entity partner, other than a

nonfiling entity or foreign nonfiling entity partner, that it will

be expelled because it has filed a certificate of termination or the

equivalent, its existence has been involuntarily terminated or its

charter has been revoked, or its right to conduct business has been

terminated or suspended by the jurisdiction of its formation, if

the certificate of termination or the equivalent is not revoked or

its existence, charter, or right to conduct business is not

reinstated; or

(D)AAan event requiring a winding up has occurred

with respect to a nonfiling entity or foreign nonfiling entity that

is a partner;

(5)AAapplication by the partnership or another partner

for the partner ’s expulsion by judicial decree because the partner:

(A)AAengaged in wrongful conduct that adversely

and materially affected the partnership business;

(B)AAwilfully or persistently committed a

material breach of:

(i)AAthe partnership agreement; or

(ii)AAa duty owed to the partnership or the
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other partners under Sections 152.204-152.206; or

(C)AAengaged in conduct relating to the

partnership business that made it not reasonably practicable to

carry on the business in partnership with that partner;

(6)AAthe partner’s:

(A)AAbecoming a debtor in bankruptcy;

(B)AAexecuting an assignment for the benefit of a

creditor;

(C)AAseeking, consenting to, or acquiescing in the

appointment of a trustee, receiver, or liquidator of that partner

or of all or substantially all of that partner ’s property; or

(D)AAfailing, not later than the 90th day after

the appointment, to have vacated or stayed the appointment of a

trustee, receiver, or liquidator of the partner or of all or

substantially all of the partner’s property obtained without the

partner’s consent or acquiescence, or not later than the 90th day

after the date of expiration of a stay, failing to have the

appointment vacated;

(7)AAif a partner is an individual:

(A)AAthe partner’s death;

(B)AAthe appointment of a guardian or general

conservator for the partner; or

(C)AAa judicial determination that the partner has

otherwise become incapable of performing the partner ’s duties under

the partnership agreement;

(8)AAtermination of a partner’s existence;

(9)AAif a partner has transferred all of the partner’s
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partnership interest, redemption of the transferee’s interest

under Section 152.611;

(10)AAan agreement to continue the partnership under

Section 11.057(b) if the partnership has received a notice from the

partner under Section 11.057(a)(6) requesting that the partnership

be wound up; or

(11)AAa conversion of the partnership if the partner:

(A)AAdid not consent to the conversion; and

(B)AAfailed to notify the partnership in writing

of the partner ’s desire not to withdraw within 60 days after the

later of:

(i)AAthe effective date of the conversion;

or

(ii)AAthe date the partner receives actual

notice of the conversion.

(c)AAA withdrawal of a partner under the circumstances

described in Subsection (b)(11) is effective immediately before the

effective date of the conversion and is not considered a wrongful

withdrawal under Section 152.503. (TRPA 6.01.)

Sec.A152.502.AAEFFECT OF EVENT OF WITHDRAWAL ON PARTNERSHIP

AND OTHER PARTNERS. A partnership continues after an event of

withdrawal. The event of withdrawal affects the relationships

among the withdrawn partner, the partnership, and the continuing

partners as provided by Sections 152.503-152.506 and Subchapter H.

(TRPA 2.06(a).)

Sec.A152.503.AAWRONGFUL WITHDRAWAL; LIABILITY. (a) At any

time before the occurrence of an event requiring a winding up of
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partnership business, a partner may withdraw from the partnership

and cease to be a partner as provided by Section 152.501.

(b)AAA partner’s withdrawal is wrongful only if:

(1)AAthe withdrawal breaches an express provision of

the partnership agreement;

(2)AAin the case of a partnership for a definite term or

particular undertaking or for which the partnership agreement

provides for winding up on a specified event, before the expiration

of the term, the completion of the undertaking, or the occurrence of

the event, as appropriate:

(A)AAthe partner withdraws by express will;

(B)AAthe partner withdraws by becoming a debtor in

bankruptcy; or

(C)AAin the case of a partner that is not an

individual, a trust other than a business trust, or an estate, the

partner is expelled or otherwise withdraws because the partner

wilfully dissolved or terminated; or

(3)AAthe partner is expelled by judicial decree under

Section 152.501(b)(5).

(c)AAIn addition to other liability of the partner to the

partnership or to the other partners, a wrongfully withdrawing

partner is liable to the partnership and to the other partners for

damages caused by the withdrawal. (TRPA 6.02.)

Sec.A152.504.AAWITHDRAWN PARTNER’S POWER TO BIND

PARTNERSHIP. (a) The action of a withdrawn partner occurring not

later than the first anniversary of the date of the person ’s

withdrawal binds the partnership if the transaction would bind the
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partnership before the person’s withdrawal and the other party to

the transaction:

(1)AAdoes not have notice of the person ’s withdrawal as

a partner;

(2)AAhad done business with the partnership within one

year preceding the date of withdrawal; and

(3)AAreasonably believed that the withdrawn partner was

a partner at the time of the transaction.

(b)AAA withdrawn partner is liable to the partnership for

loss caused to the partnership arising from an obligation incurred

by the withdrawn partner after the withdrawal date and for which the

partnership is liable under Subsection (a). (TRPA 7.02.)

Sec.A152.505.AAEFFECT OF WITHDRAWAL ON PARTNER’S EXISTING

LIABILITY. (a) Withdrawal of a partner does not by itself discharge

the partner’s liability for an obligation of the partnership

incurred before the date of withdrawal.

(b)AAThe estate of a deceased partner is liable for an

obligation of the partnership incurred while the deceased was a

partner to the same extent that a withdrawn partner is liable for an

obligation of the partnership incurred before the date of

withdrawal.

(c)AAA withdrawn partner is discharged from liability

incurred before the date of withdrawal by an agreement to that

effect between the partner and a partnership creditor.

(d)AAIf a creditor of a partnership has notice of a partner ’s

withdrawal and without the consent of the withdrawn partner agrees

to a material alteration in the nature or time of payment of an

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

630



obligation of the partnership incurred before the date of

withdrawal, the withdrawn partner is discharged from the

obligation. (TRPA 7.03(a), (b), (c), (d).)

Sec.A152.506.AALIABILITY OF WITHDRAWN PARTNER TO THIRD

PARTY. A person who withdraws as a partner in a circumstance that is

not an event requiring a winding up of partnership business under

Section 11.051 or 11.057 is liable to another party as a partner in

a transaction entered into by the partnership or a surviving

partnership under Section 10.001 not later than the second

anniversary of the date of the partner’s withdrawal only if the

other party to the transaction:

(1)AAdoes not have notice of the partner’s withdrawal;

and

(2)AAreasonably believed that the withdrawn partner was

a partner at the time of the transaction. (TRPA 7.03(e).)

[Sections 152.507-152.600 reserved for expansion]

SUBCHAPTER H. REDEMPTION OF WITHDRAWING PARTNER’S OR

TRANSFEREE ’S INTEREST

Sec.A152.601.AAREDEMPTION IF PARTNERSHIP NOT WOUND UP. The

partnership interest of a withdrawn partner automatically is

redeemed by the partnership as of the date of withdrawal in

accordance with this subchapter if:

(1)AAthe event of withdrawal occurs under Sections

152.501(b)(1)-(9) and an event requiring a winding up of

partnership business does not occur before the 61st day after the

date of the withdrawal; or

(2)AAthe event of a withdrawal occurs under Section
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152.501(b)(10). (TRPA 7.01(a).)

Sec.A152.602.AAREDEMPTION PRICE. (a) Except as provided by

Subsection (b), the redemption price of a withdrawn partner ’s

partnership interest is the fair value of the interest on the date

of withdrawal.

(b)AAThe redemption price of the partnership interest of a

partner who wrongfully withdraws before the expiration of a

definite term, the completion of a particular undertaking, or the

occurrence of a specified event requiring a winding up of

partnership business is the lesser of:

(1)AAthe fair value of the withdrawn partner’s

partnership interest on the date of withdrawal; or

(2)AAthe amount that the withdrawn partner would have

received if an event requiring a winding up of partnership business

had occurred at the time of the partner ’s withdrawal.

(c)AAInterest is payable on the amount owed under this

section. (TRPA 7.01(b).)

Sec.A152.603.AACONTRIBUTION OBLIGATION. If a wrongfully

withdrawing partner would have been required to make contributions

to the partnership under Section 152.707 or 152.708 if an event

requiring winding up of the partnership business had occurred at

the time of withdrawal, the withdrawn partner is liable to the

partnership to make contributions to the partnership in that amount

and pay interest on the amount owed. (TRPA 7.01(c).)

Sec.A152.604.AASETOFF FOR CERTAIN DAMAGES. The partnership

may set off against the redemption price payable to the withdrawn

partner the damages for wrongful withdrawal under Section
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152.503(b) and all other amounts owed by the withdrawn partner to

the partnership, whether currently due, including interest. (TRPA

7.01(d).)

Sec.A152.605.AAACCRUAL OF INTEREST. Interest payable under

Sections 152.602-152.604 accrues from the date of the withdrawal to

the date of payment. (TRPA 7.01(e).)

Sec.A152.606.AAINDEMNIFICATION FOR CERTAIN LIABILITY. (a) A

partnership shall indemnify a withdrawn partner against a

partnership liability incurred before the date of withdrawal,

except for a liability:

(1)AAthat is unknown to the partnership at the time; or

(2)AAincurred by an act of the withdrawn partner under

Section 152.504.

(b)AAFor purposes of this section, a liability is unknown to

the partnership if it is not known to a partner other than the

withdrawn partner. (TRPA 7.01(f).)

Sec.A152.607.AADEMAND OR PAYMENT OF ESTIMATED REDEMPTION.

(a) If a deferred payment is not authorized under Section 152.608

and an agreement on the redemption price of a withdrawn partner ’s

interest is not reached before the 121st day after the date a

written demand for payment is made by either party, not later than

the 30th day after the expiration of the period, the partnership

shall:

(1)AApay to the withdrawn partner in cash the amount the

partnership estimates to be the redemption price and any accrued

interest, reduced by any setoffs and accrued interest under Section

152.604; or
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(2)AAmake written demand for payment of its estimate of

the amount owed by the withdrawn partner to the partnership, minus

any amount owed to the withdrawn partner by the partnership.

(b)AAIf a deferred payment is authorized under Section

152.608 or a contribution or other amount is owed by the withdrawn

partner to the partnership, the partnership may offer in writing to

pay, or deliver a written statement of demand for, the amount it

estimates to be the net amount owed, stating the amount and other

terms of the obligation.

(c)AAOn request of the other party, the payment, tender,

offer, or demand required or allowed by Subsection (a) or (b) must

be accompanied or followed promptly by:

(1)AAif payment, tender, offer, or demand is made or

delivered by the partnership, a statement of partnership property

and liabilities from the date of the partner ’s withdrawal and the

most recent available partnership balance sheet and income

statement, if any; and

(2)AAan explanation of the computation of the estimated

payment obligation.

(d)AAThe terms of a payment, tender, offer, or demand under

Subsection (a) or (b) govern a redemption if:

(1)AAaccompanied by written notice that:

(A)AAthe payment or tendered amount, if made,

fully satisfies a party’s obligations relating to the redemption of

the withdrawn partner’s partnership interest; and

(B)AAan action to determine the redemption price,

a contribution obligation or setoff under Section 152.603 or
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152.604, or other terms of the redemption obligation must be

commenced not later than the first anniversary of the later of:

(i)AAthe date on which the written notice is

given; or

(ii)AAthe date on which the information

required by Subsection (c) is delivered; and

(2)AAthe party receiving the payment, tender, offer, or

demand does not commence an action in the period described by

Subdivision (1)(B). (TRPA 7.01(g), (h), (i), (j).)

Sec.A152.608.AADEFERRED PAYMENT ON WRONGFUL WITHDRAWAL. (a)

A partner who wrongfully withdraws before the expiration of a

definite term, the completion of a particular undertaking, or the

occurrence of a specified event requiring a winding up of

partnership business is not entitled to receive any portion of the

redemption price until the expiration of the term, the completion

of the undertaking, or the occurrence of the specified event, as

appropriate, unless the partner establishes to the satisfaction of

a court that earlier payment will not cause undue hardship to the

partnership.

(b)AAA deferred payment accrues interest.

(c)AAThe withdrawn partner may seek to demonstrate to the

satisfaction of the court that security for a deferred payment is

appropriate. (TRPA 7.01(k).)

Sec.A152.609.AAACTION TO DETERMINE TERMS OF REDEMPTION. (a)

A withdrawn partner or the partnership may maintain an action

against the other party under Section 152.211 to determine:

(1)AAthe terms of redemption of that partner’s

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

635



interest, including a contribution obligation or setoff under

Section 152.603 or 152.604; or

(2)AAother terms of the redemption obligations of

either party.

(b)AAThe action must be commenced not later than the first

anniversary of the later of:

(1)AAthe date of delivery of information required by

Section 152.607(c); or

(2)AAthe date written notice is given under Section

152.607(d).

(c)AAThe court shall determine the terms of the redemption of

the withdrawn partner’s interest, any contribution obligation or

setoff due under Section 152.603 or 152.604, and accrued interest

and shall enter judgment for an additional payment or refund.

(d)AAIf deferred payment is authorized under Section

152.608, the court shall also determine the security for payment if

requested to consider whether security is appropriate.

(e)AAIf the court finds that a party failed to tender payment

or make an offer to pay or to comply with the requirements of

Section 152.607(c) or otherwise acted arbitrarily, vexatiously, or

not in good faith, the court may assess damages against the party,

including, if appropriate, in an amount the court finds equitable:

(1)AAa share of the profits of the continuing business;

(2)AAreasonable attorney ’s fees; and

(3)AAfees and expenses of appraisers or other experts

for a party to the action. (TRPA 7.01(l).)

Sec.A152.610.AADEFERRED PAYMENT ON WINDING UP PARTNERSHIP.
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If a partner withdraws under Section 152.501 and not later than the

60th day after the date of withdrawal an event requiring winding up

occurs under Section 11.051 or 11.057:

(1)AAthe partnership may defer paying the redemption

price to the withdrawn partner until the partnership makes a

winding up distribution to the remaining partners; and

(2)AAthe redemption price or contribution obligation is

the amount the withdrawn partner would have received or contributed

if the event requiring winding up had occurred at the time of the

partner’s withdrawal. (TRPA 7.01(m).)

Sec.A152.611.AAREDEMPTION OF TRANSFEREE ’S PARTNERSHIP

INTEREST. (a) A partnership must redeem the partnership interest

of a transferee for its fair value if:

(1)AAthe interest was transferred when:

(A)AAthe partnership was for a definite term not

yet expired;

(B)AAthe partnership was for a particular

undertaking not yet completed; or

(C)AAthe partnership agreement provided for

winding up of the partnership business on a specified event that had

not yet occurred;

(2)AAthe definite term of the partnership has expired,

the particular undertaking has been completed, or the specified

event has occurred; and

(3)AAthe transferee makes a written demand for

redemption.

(b)AAIf an agreement for the redemption price of a
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transferee ’s interest is not reached before the 121st day after the

date a written demand for redemption is made, the partnership must

pay to the transferee in cash the amount the partnership estimates

to be the redemption price and any accrued interest from the date of

demand not later than the 30th day after the expiration of the

period.

(c)AAOn request of the transferee, the payment required by

Subsection (b) must be accompanied or followed by:

(1)AAa statement of partnership property and

liabilities from the date of the demand for redemption;

(2)AAthe most recent available partnership balance

sheet and income statement, if any; and

(3)AAan explanation of the computation of the estimated

payment obligation.

(d)AAIf the payment required by Subsection (b) is accompanied

by written notice that the payment is in full satisfaction of the

partnership’s obligations relating to the redemption of the

transferee ’s interest, the payment, less interest, is the

redemption price unless the transferee, not later than the first

anniversary of the written notice, commences an action to determine

the redemption price. (TRPA 7.01(n), (o), (p), (q).)

Sec.A152.612.AAACTION TO DETERMINE TRANSFEREE ’S REDEMPTION

PRICE. (a) A transferee may maintain an action against a

partnership to determine the redemption price of the transferee’s

interest.

(b)AAThe court shall determine the redemption price of the

transferee ’s interest and accrued interest and enter judgment for
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payment or refund.

(c)AAIf the court finds that the partnership failed to make

payment or otherwise acted arbitrarily, vexatiously, or not in good

faith, the court may assess against the partnership in an amount the

court finds equitable:

(1)AAreasonable attorney ’s fees; and

(2)AAfees and expenses of appraisers or other experts

for a party to the action.

(d)AAThe redemption of a transferee’s interest under

Sections 152.611(a) and (b) may be deferred as determined by the

court if the partnership establishes to the satisfaction of the

court that failure to defer redemption will cause undue hardship to

the partnership business. (TRPA 7.01(r), (s).)

[Sections 152.613-152.700 reserved for expansion]

SUBCHAPTER I. SUPPLEMENTAL WINDING UP AND TERMINATION PROVISIONS

Sec.A152.701.AAEFFECT OF EVENT REQUIRING WINDING UP. On the

occurrence of an event requiring winding up of a partnership

business under Section 11.051 or 11.057:

(1)AAthe partnership continues until the winding up of

its business is completed, at which time the partnership is

terminated; and

(2)AAthe relationship among the partners is changed as

provided by this subchapter. (TRPA 2.06(b), 8.02.)

Sec.A152.702.AAPERSONS ELIGIBLE TO WIND UP PARTNERSHIP

BUSINESS. (a) After the occurrence of an event requiring a winding

up of a partnership business, the partnership business may be wound

up by:
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(1)AAthe partners who have not withdrawn;

(2)AAthe legal representative of the last surviving

partner; or

(3)AAa person appointed by the court to carry out the

winding up under Subsection (b).

(b)AAOn application of a partner, a partner’s legal

representative or transferee, or a withdrawn partner whose interest

is not redeemed under Section 152.608, a court, for good cause, may

appoint a person to carry out the winding up and may make an order,

direction, or inquiry that the circumstances require. (TRPA

8.03(a).)

Sec.A152.703.AARIGHTS AND DUTIES OF PERSON WINDING UP

PARTNERSHIP BUSINESS. (a) To the extent appropriate for winding

up, as soon as reasonably practicable, and in the name of and for

and on behalf of the partnership, a person winding up a

partnership’s business may take the actions specified in Sections

11.052, 11.053, and 11.055.

(b)AASection 11.052(a)(2) shall not be applicable to a

partnership. (TRPA 8.03(b).)

Sec.A152.704.AABINDING EFFECT OF PARTNER’S ACTION AFTER

EVENT REQUIRING WINDING UP. After the occurrence of an event

requiring winding up of the partnership business, a partnership is

bound by a partner ’s act that:

(1)AAis appropriate for winding up; or

(2)AAwould bind the partnership under Sections 152.301

and 152.302 before the occurrence of the event requiring winding

up, if the other party to the transaction does not have notice that
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an event requiring winding up has occurred. (TRPA 8.05.)

Sec.A152.705.AAPARTNER’S LIABILITY TO OTHER PARTNERS AFTER

EVENT REQUIRING WINDING UP. (a) Except as provided by Subsection

(b), after the occurrence of an event requiring winding up of the

partnership business, the losses with respect to which a partner

must contribute under Section 152.708(a) include losses from a

liability incurred under Section 152.704.

(b)AAA partner who incurs, with notice that an event

requiring a winding up of the partnership business has occurred, a

partnership liability under Section 152.704(2) by an act that is

not appropriate for winding up is liable to the partnership for a

loss caused to the partnership arising from that liability. (TRPA

8.04.)

Sec.A152.706.AADISPOSITION OF ASSETS. (a) In winding up the

partnership business, the property of the partnership, including

any required contributions of the partners under Sections 152.707

and 152.708, shall be applied to discharge its obligations to

creditors, including partners who are creditors other than in the

partners’ capacities as partners.

(b)AAA surplus shall be applied to pay in cash the net amount

distributable to partners in accordance with their right to

distributions under Section 152.707. (TRPA 8.06(a).)

Sec.A152.707.AASETTLEMENT OF ACCOUNTS. (a) Each partner is

entitled to a settlement of all partnership accounts on winding up

the partnership business.

(b)AAIn settling accounts among the partners, the

partnership interest of a withdrawn partner that is not redeemed
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under Subchapter H is credited with a share of any profits for the

period after the partner ’s withdrawal but is charged with a share

of losses for that period only to the extent of profits credited for

that period.

(c)AAThe profits and losses that result from the liquidation

of the partnership property must be credited and charged to the

partners’ capital accounts.

(d)AAThe partnership shall make a distribution to a partner

in an amount equal to that partner’s positive balance in the

partner’s capital account. Except as provided by Section

152.304(b) or 152.801, a partner shall contribute to the

partnership an amount equal to that partner ’s negative balance in

the partner’s capital account. (TRPA 8.06(b).)

Sec.A152.708.AACONTRIBUTIONS TO DISCHARGE OBLIGATIONS. (a)

Except as provided by Sections 152.304(b) and 152.801, to the

extent not taken into account in settling the accounts among

partners under Section 152.707:

(1)AAeach partner shall contribute, in the proportion

in which the partner shares partnership losses, the amount

necessary to satisfy partnership obligations, excluding

liabilities that creditors have agreed may be satisfied only with

partnership property without recourse to individual partners;

(2)AAif a partner fails to contribute, the other

partners shall contribute the additional amount necessary to

satisfy the partnership obligations in the proportions in which the

partners share partnership losses; and

(3)AAa partner or partner’s legal representative may
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enforce or recover from the other partners, or from the estate of a

deceased partner, contributions the partner or estate makes to the

extent the amount contributed exceeds that partner’s or the

estate’s share of the partnership obligations.

(b)AAThe estate of a deceased partner is liable for the

partner’s obligation to contribute to the partnership.

(c)AAThe following persons may enforce the obligation of a

partner or the estate of a deceased partner to contribute to a

partnership:

(1)AAthe partnership;

(2)AAan assignee for the benefit of creditors of a

partnership or a partner; or

(3)AAa person appointed by a court to represent

creditors of a partnership or a partner. (TRPA 8.06(c), (d), (e).)

Sec.A152.709.AACONTINUATION OF PARTNERSHIP. (a) If all the

partners in a partnership for a definite term or for a particular

undertaking or for which the partnership agreement provides for

winding up on a specified event agree to continue the partnership

business notwithstanding the expiration of the term, the completion

of the undertaking, or the occurrence of the event, as appropriate,

other than the withdrawal of a partner, the partnership is

continued and the partnership agreement is considered amended to

provide that the expiration, the completion, or the occurrence of

the event did not result in an event requiring the winding up of the

partnership business.

(b)AAA continuation of the business for 90 days by the

partners or those who habitually acted in the business during the
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term or undertaking or preceding the event, without a settlement or

liquidation of the partnership business and without objection from

a partner, is prima facie evidence of agreement by all partners to

continue the business under Subsection (a).

(c)AAThe continuation of the business by the other partners

or by those who habitually acted in the business before the notice

under Section 11.057(b), other than the partner giving the notice,

without any settlement or liquidation of the partnership business,

is prima facie evidence of an agreement to continue the partnership

under Section 11.057(b).

(d)AATo approve a revocation under Section 11.151 by a

partnership of a voluntary decision to wind up pursuant to the

express will of all the partners as specified in Section

11.057(a)(2) or (3), prior to completion of the winding up process,

all the partners must agree in writing to revoke the voluntary

decision to wind up and to continue the business of the partnership.

(e)AATo approve a revocation under Section 11.151 by a

partnership of a voluntary decision to wind up pursuant to the

express will of a majority-in-interest of the partners as specified

in Section 11.057(a)(1), prior to completion of the winding up

process, a majority-in-interest of the partners must agree in

writing to revoke the voluntary decision to wind up and to continue

the business of the partnership. (TRPA 4.07, 8.01(g).)

Sec.A152.710.AAREINSTATEMENT. To approve a reinstatement of

a partnership under Section 11.202, all remaining partners, or

another group or percentage of partners as specified by the

partnership agreement, must agree in writing to reinstate and
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continue the business of the partnership. (New.)

[Sections 152.711-152.800 reserved for expansion]

SUBCHAPTER J. LIMITED LIABILITY PARTNERSHIPS

Sec.A152.801.AALIABILITY OF PARTNER. (a) Except as provided

by Subsection (b), a partner in a limited liability partnership is

not personally liable, directly or indirectly, by contribution,

indemnity, or otherwise, for a debt or obligation of the

partnership incurred while the partnership is a limited liability

partnership.

(b)AAA partner in a limited liability partnership is not

personally liable for a debt or obligation of the partnership

arising from an error, omission, negligence, incompetence, or

malfeasance committed by another partner or representative of the

partnership while the partnership is a limited liability

partnership and in the course of the partnership business unless

the first partner:

(1)AAwas supervising or directing the other partner or

representative when the error, omission, negligence, incompetence,

or malfeasance was committed by the other partner or

representative;

(2)AAwas directly involved in the specific activity in

which the error, omission, negligence, incompetence, or

malfeasance was committed by the other partner or representative;

or

(3)AAhad notice or knowledge of the error, omission,

negligence, incompetence, or malfeasance by the other partner or

representative at the time of the occurrence and then failed to take
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reasonable action to prevent or cure the error, omission,

negligence, incompetence, or malfeasance.

(c)AASections 2.101(1), 152.305, and 152.306 do not limit the

effect of Subsection (a) in a limited liability partnership.

(d)AAIn this section, "representative" includes an agent,

servant, or employee of a limited liability partnership.

(e)AASubsections (a) and (b) do not affect:

(1)AAthe liability of a partnership to pay its debts and

obligations from partnership property;

(2)AAthe liability of a partner, if any, imposed by law

or contract independently of the partner’s status as a partner; or

(3)AAthe manner in which service of citation or other

civil process may be served in an action against a partnership.

(f)AAThis section controls over the other parts of this

chapter and the other partnership provisions regarding the

liability of partners of a limited liability partnership, the

chargeability of the partners for the debts and obligations of the

partnership, and the obligations of the partners regarding

contributions and indemnity. (TRPA 3.08(a).)

Sec.A152.802.AAREGISTRATION. (a) In addition to complying

with Sections 152.803 and 152.804, a partnership, to become a

limited liability partnership, must file an application with the

secretary of state in accordance with Chapter 4 and this section.

The application must:

(1)AAset out:

(A)AAthe name of the partnership;

(B)AAthe federal tax identification number of the
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partnership;

(C)AAthe street address of the partnership ’s

principal office in this state or outside of this state, as

applicable; and

(D)AAthe number of partners at the date of

application; and

(2)AAcontain a brief statement of the partnership ’s

business.

(b)AAThe application must be signed by:

(1)AAa majority-in-interest of the partners; or

(2)AAone or more partners authorized by a

majority-in-interest of the partners.

(c)AAA partnership is registered as a limited liability

partnership by the secretary of state on:

(1)AAthe date on which a completed initial or renewal

application is filed in accordance with Chapter 4; or

(2)AAa later date specified in the application.

(d)AAA registration is not affected by subsequent changes in

the partners of the partnership.

(e)AAThe registration of a limited liability partnership is

effective until the first anniversary of the date of registration

or a later effective date, unless the application is:

(1)AAwithdrawn or revoked at an earlier time; or

(2)AArenewed in accordance with Subsection (g).

(f)AAA registration may be withdrawn by filing a withdrawal

notice with the secretary of state in accordance with Chapter 4. A

withdrawal notice terminates the status of the partnership as a
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limited liability partnership from the date on which the notice is

filed or a later date specified in the notice, but not later than

the expiration date under Subsection (e). A withdrawal notice

must:

(1)AAcontain:

(A)AAthe name of the partnership;

(B)AAthe federal tax identification number of the

partnership;

(C)AAthe date of registration of the partnership ’s

last application under this subchapter; and

(D)AAthe current street address of the

partnership’s principal office in this state and outside this

state, if applicable; and

(2)AAbe signed by:

(A)AAa majority-in-interest of the partners; or

(B)AAone or more partners authorized by a

majority-in-interest of the partners.

(g)AAAn effective registration may be renewed before its

expiration by filing an application with the secretary of state in

accordance with Chapter 4. A renewal application filed under this

subsection continues an effective registration for one year after

the date the registration would otherwise expire. The renewal

application must contain:

(1)AAcurrent information required for an initial

application; and

(2)AAthe most recent date of registration of the

partnership.
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(h)AAThe secretary of state may remove from its active

records the registration of a partnership the registration of which

has:

(1)AAbeen withdrawn or revoked; or

(2)AAexpired and not been renewed.

(i)AAThe secretary of state is not responsible for

determining whether a partnership is in compliance with the

requirements of Section 152.804(a).

(j)AAA document filed under this subchapter may be amended by

filing an application for amendment of registration with the

secretary of state in accordance with Chapter 4 and this

subsection. The application for amendment must:

(1)AAcontain:

(A)AAthe name of the partnership;

(B)AAthe tax identification number of the

partnership;

(C)AAthe identity of the document being amended;

(D)AAthe date on which the document being amended

was filed;

(E)AAa reference to the part of the document being

amended; and

(F)AAthe amendment or correction; and

(2)AAbe signed by:

(A)AAa majority-in-interest of the partners; or

(B)AAone or more partners authorized by a

majority-in-interest of the partners. (TRPA 3.08(b)(1), (2), (4),

(5), (6), (7), (8), (11), (14).)
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Sec.A152.803.AANAME. The name of a limited liability

partnership must comply with Section 5.063. (TRPA 3.08(c).)

Sec.A152.804.AAINSURANCE OR FINANCIAL RESPONSIBILITY. (a) A

limited liability partnership must:

(1)AAcarry at least $100,000 of liability insurance of

a kind that is designed to cover the kind of error, omission,

negligence, incompetence, or malfeasance for which liability is

limited by Section 152.801(b); or

(2)AAprovide $100,000 specifically designated and

segregated for the satisfaction of judgments against the

partnership for the kind of error, omission, negligence,

incompetence, or malfeasance for which liability is limited by

Section 152.801(b) by:

(A)AAdeposit of cash, bank certificates of

deposit, or United States Treasury obligations in trust or bank

escrow;

(B)AAa bank letter of credit; or

(C)AAinsurance company bond.

(b)AAIf the limited liability partnership is in compliance

with Subsection (a), the requirements of this section may not be

admissible or be made known to the jury in determining an issue of

liability for or extent of:

(1)AAthe debt or obligation in question; or

(2)AAdamages in question.

(c)AAIf compliance with Subsection (a) is disputed:

(1)AAcompliance must be determined separately from the

trial or proceeding to determine:
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(A)AAthe partnership debt or obligation in

question;

(B)AAthe amount of the debt or obligation; or

(C)AApartner liability for the debt or obligation;

and

(2)AAthe burden of proof of compliance is on the person

claiming limitation of liability under Section 152.801(b). (TRPA

3.08(d).)

Sec.A152.805.AALIMITED PARTNERSHIP. A limited partnership

may become a limited liability partnership by complying with

applicable provisions of Chapter 153. (TRPA 3.08(e).)

[Sections 152.806-152.900 reserved for expansion]

SUBCHAPTER K. FOREIGN LIMITED LIABILITY PARTNERSHIPS

Sec.A152.901.AAGENERAL. (a) A foreign limited liability

partnership is subject to Section 2.101 with respect to its

activities in this state to the same extent as a domestic limited

liability partnership.

(b)AAA foreign limited liability partnership may not be

denied registration because of a difference between the laws of the

state under which the partnership is formed and the laws of this

state. (TRPA 10.01(b), (c).)

Sec.A152.902.AANAME. The name of a foreign limited liability

partnership must:

(1)AAsatisfy the requirements of the state of

formation; and

(2)AAcomply with Section 5.063. (TRPA 10.02(a) (part).)

Sec.A152.903.AAACTIVITIES NOT CONSTITUTING TRANSACTING
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BUSINESS. Without excluding other activities that do not constitute

transacting business in this state, a foreign limited liability

partnership is not considered to be transacting business in this

state for purposes of this code because it carries on in this state

one or more of the activities listed by Section 9.251. (TRPA 10.04.)

Sec.A152.904.AAREGISTERED AGENT. A foreign limited liability

partnership subject to this chapter shall maintain a registered

office and registered agent in this state in accordance with

Chapter 5. (TRPA 10.05.)

Sec.A152.905.AASTATEMENT OF FOREIGN QUALIFICATION. (a)

Before transacting business in this state, a foreign limited

liability partnership must file an application for registration in

accordance with this section and Chapters 4 and 9.

(b)AAThe application must be signed by:

(1)AAa majority-in-interest of the partners; or

(2)AAone or more partners authorized by a

majority-in-interest of the partners.

(c)AAA partnership is registered as a foreign limited

liability partnership on:

(1)AAthe date on which a completed initial or renewal

statement of foreign qualification is filed with the secretary of

state in accordance with Chapter 4; or

(2)AAa later date specified in the statement.

(d)AAA registration is not affected by subsequent changes in

the partners of the partnership.

(e)AAThe registration of a foreign limited liability

partnership is effective until the first anniversary of the date

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

652



after the date of registration or a later effective date, unless the

statement is:

(1)AAwithdrawn or revoked at an earlier time; or

(2)AArenewed in accordance with Section 152.908. (TRPA

10.02(a), (b), (d), (e).)

Sec.A152.906.AACANCELLATION OF REGISTRATION. (a) A

registration may be canceled by filing a certificate of

cancellation.

(b)AAThe certificate of cancellation must:

(1)AAcontain:

(A)AAthe federal tax identification number of the

partnership; and

(B)AAthe date of effectiveness of the

partnership’s last application for registration under this

subchapter; and

(2)AAbe signed by:

(A)AAa majority-in-interest of the partners; or

(B)AAone or more partners authorized by a

majority-in-interest of the partners. (TRPA 10.02(f) (part).)

Sec.A152.907.AAEFFECT OF CERTIFICATE OF CANCELLATION. A

certificate of cancellation terminates the registration of the

partnership as a foreign limited liability partnership as of the

date on which the notice is filed or a later date specified in the

notice, but not later than the expiration date under Section

152.905(e). (TRPA 10.02(f) (part).)

Sec.A152.908.AARENEWAL OF REGISTRATION. (a) An effective

registration may be renewed before its expiration by filing a
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renewal application for registration with the secretary of state in

accordance with Chapter 4.

(b)AAThe renewal application must contain:

(1)AAcurrent information required for an initial

statement of qualification; and

(2)AAthe most recent date of registration of the

partnership.

(c)AAAn application for registration filed under this

section continues an effective registration for one year after the

date the registration would otherwise expire. (TRPA 10.02(g).)

Sec.A152.909.AAACTION BY SECRETARY OF STATE. The secretary

of state may remove from its active records the registration of a

foreign limited liability partnership the registration of which

has:

(1)AAbeen withdrawn or revoked; or

(2)AAexpired and not been renewed. (TRPA 10.02(h).)

Sec.A152.910.AAEFFECT OF FAILURE TO QUALIFY. (a) A foreign

limited liability partnership that transacts business in this state

without being registered is subject to Subchapter B, Chapter 9.

(b)AAA partner of a foreign limited liability partnership is

not liable for a debt or obligation of the partnership solely

because the partnership transacted business in this state without

being registered. (TRPA 10.03.)

Sec.A152.911.AAAMENDMENT. (a) A document filed under this

subchapter may be amended by filing with the secretary of state an

application for amendment of registration in accordance with

Chapter 4.
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(b)AAThe application for amendment must contain:

(1)AAthe name of the partnership;

(2)AAthe tax identification number of the partnership;

(3)AAthe identity of the document being amended;

(4)AAa reference to the date on which the document being

amended was filed;

(5)AAthe part of the document being amended; and

(6)AAthe amendment or correction. (TRPA 10.02(k).)

Sec.A152.912.AAEXECUTION OF APPLICATION FOR AMENDMENT. The

application for amendment must be signed by:

(1)AAa majority-in-interest of the partners; or

(2)AAone or more partners authorized by a

majority-in-interest of the partners. (TRPA 10.02(k) (part).)

Sec.A152.913.AAEXECUTION OF STATEMENT OF CHANGE OF

REGISTERED OFFICE OR REGISTERED AGENT. A statement filed by a

foreign limited liability partnership in accordance with Section

5.202 must be signed by:

(1)AAa majority-in-interest of the partners; or

(2)AAone or more partners authorized by a

majority-in-interest of the partners. (TRPA 10.03(c) (part).)

CHAPTER 153. LIMITED PARTNERSHIPS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A153.001.AADEFINITION. In this chapter, "other limited

partnership provisions" means the provisions of Title 1 and

Chapters 151 and 154, to the extent applicable to limited

partnerships. (New.)

Sec.A153.002.AACONSTRUCTION. (a) This chapter and the other
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limited partnership provisions shall be applied and construed to

effect its general purpose to make uniform the law with respect to

limited partnerships among states that have similar laws.

(b)AAThe rule that a statute in derogation of the common law

is to be strictly construed does not apply to this chapter and the

other limited partnership provisions. (TRLPA 13.01.)

Sec.A153.003.AAAPPLICABILITY OF OTHER LAWS. (a) Except as

provided by Subsection (b), in a case not provided for by this

chapter and the other limited partnership provisions, the

provisions of Chapter 152 governing partnerships that are not

limited partnerships and the rules of law and equity govern.

(b)AAThe powers and duties of a limited partner shall not be

governed by a provision of Chapter 152 that would be inconsistent

with the nature and role of a limited partner as contemplated by

this chapter.

(c)AAA limited partner shall not have any obligation or duty

of a general partner solely by reason of being a limited partner.

(TRLPA 13.03(a); New.)

Sec.A153.004.AANONWAIVABLE TITLE 1 PROVISIONS. (a) Except

as provided by this section, the following provisions of Title 1 may

not be waived or modified in the partnership agreement of a limited

partnership:

(1)AAChapter 1, if the provision is used to interpret a

provision or define a word or phrase contained in a section listed

in this subsection;

(2)AAChapter 2, other than Section 2.104(c)(2),

2.104(c)(3), or 2.113;
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(3)AAChapter 3, other than Subchapters C and E of that

chapter and Section 3.151 (provided, that in all events a

partnership agreement may not validly waive or modify Sections

153.551 and 153.552); or

(4)AAChapter 4, 5, 10, 11, or 12, other than Section

11.058.

(b)AAA provision listed in Subsection (a) may be waived or

modified in the partnership agreement if the provision that is

waived or modified authorizes the limited partnership to waive or

modify the provision in the limited partnership’s governing

documents.

(c)AAA provision listed in Subsection (a) may be modified in

the partnership agreement if the provision that is modified

specifies:

(1)AAthe person or group of persons who are entitled to

approve a modification; or

(2)AAthe vote or other method by which a modification is

required to be approved. (New.)

Sec.A153.005.AAWAIVER OR MODIFICATION OF RIGHTS OF THIRD

PARTIES. A provision in this title or in that part of Title 1

applicable to a limited partnership that grants a right to a person,

other than a general partner, a limited partner, or assignee of a

partnership interest in a limited partnership, may be waived or

modified in the partnership agreement of the limited partnership

only if the person consents to the waiver or modification. (New.)

[Sections 153.006-153.050 reserved for expansion]

SUBCHAPTER B. SUPPLEMENTAL PROVISIONS REGARDING AMENDMENT
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TO CERTIFICATE OF FORMATION

Sec.A153.051.AAREQUIRED AMENDMENT TO CERTIFICATE OF

FORMATION. (a) A general partner shall file a certificate of

amendment reflecting the occurrence of one or more of the following

events not later than the 30th day after the date on which the event

occurred:

(1)AAthe admission of a new general partner;

(2)AAthe withdrawal of a general partner;

(3)AAa change in the name of the limited partnership; or

(4)AAexcept as provided by Section 5.202, a change in:

(A)AAthe address of the registered office; or

(B)AAthe name or address of the registered agent

of the limited partnership.

(b)AAA general partner who becomes aware that a statement in

a certificate of formation was false when made or that a matter

described in the certificate has changed, making the certificate

false in any material respect, shall promptly amend the certificate

to make it accurate. (TRLPA 2.02(b), (c), (e).)

Sec.A153.052.AADISCRETIONARY AMENDMENT TO CERTIFICATE OF

FORMATION. (a) A certificate of formation may be amended at any

time for a proper purpose as determined by the general partners.

(b)AAA certificate of formation may be amended to state the

name, mailing address, and street address of the business or

residence of each person winding up the limited partnership ’s

affairs if, after an event requiring the winding up of a limited

partnership but before the limited partnership is reconstituted or

a certificate of cancellation is filed as provided by Section
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153.451:

(1)AAthe certificate of formation has been amended to

reflect the withdrawal of all general partners; or

(2)AAa person who is not shown on the certificate of

formation as a general partner is carrying out the winding up of a

limited partnership’s affairs.

(c)AAIf the certificate of formation is amended under

Subsection (b), each person winding up the limited partnership’s

affairs shall execute and file the certificate of amendment. A

person winding up the partnership ’s affairs is not subject to

liability as a general partner because of the filing of the

certificate of amendment.

(d)AAA general partner who is not winding up the limited

partnership’s affairs is not required to execute and file a

certificate of amendment as provided by this section. (TRLPA

2.02(d), (f).)

[Sections 153.053-153.100 reserved for expansion]

SUBCHAPTER C. LIMITED PARTNERS

Sec.A153.101.AAADMISSION OF LIMITED PARTNERS. (a) In

connection with the formation of a limited partnership, a person

acquiring a limited partnership interest becomes a limited partner

on the later of:

(1)AAthe date on which the limited partnership is

formed; or

(2)AAthe date stated in the records of the limited

partnership as the date on which the person becomes a limited

partner or, if that date is not stated in those records, the date on
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which the person’s admission is first reflected in the records of

the limited partnership.

(b)AAAfter a limited partnership is formed, a person who

acquires a partnership interest directly from the limited

partnership becomes a new limited partner on:

(1)AAcompliance with the provisions of the partnership

agreement governing admission of new limited partners; or

(2)AAif the partnership agreement does not contain

relevant admission provisions, the written consent of all partners.

(c)AAAfter formation of a limited partnership, an assignee of

a partnership interest becomes a new limited partner as provided by

Section 153.253(a).

(d)AAA person may be a limited partner unless the person

lacks capacity apart from this chapter and the other limited

partnership provisions. (TRLPA 3.01.)

Sec.A153.102.AALIABILITY TO THIRD PARTIES. (a) A limited

partner is not liable for the obligations of a limited partnership

unless:

(1)AAthe limited partner is also a general partner; or

(2)AAin addition to the exercise of the limited

partner’s rights and powers as a limited partner, the limited

partner participates in the control of the business.

(b)AAIf the limited partner participates in the control of

the business, the limited partner is liable only to a person who

transacts business with the limited partnership reasonably

believing, based on the limited partner’s conduct, that the limited

partner is a general partner. (TRLPA 3.03(a), (d).)
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Sec.A153.103.AAACTIONS NOT CONSTITUTING PARTICIPATION IN

BUSINESS FOR LIABILITY PURPOSES. For purposes of this section and

Sections 153.102, 153.104, and 153.105, a limited partner does not

participate in the control of the business because the limited

partner has or has acted in one or more of the following capacities

or possesses or exercises one or more of the following powers:

(1)AAacting as:

(A)AAa contractor for or an agent or employee of

the limited partnership;

(B)AAa contractor for or an agent or employee of a

general partner;

(C)AAan officer, director, or stockholder of a

corporate general partner;

(D)AAa partner of a partnership that is a general

partner of the limited partnership; or

(E)AAa member or manager of a limited liability

company that is a general partner of the limited partnership;

(2)AAacting in a capacity similar to that described in

Subdivision (1) with any other person that is a general partner of

the limited partnership;

(3)AAconsulting with or advising a general partner on

any matter, including the business of the limited partnership;

(4)AAacting as surety, guarantor, or endorser for the

limited partnership, guaranteeing or assuming one or more specific

obligations of the limited partnership, or providing collateral for

borrowings of the limited partnership;

(5)AAcalling, requesting, attending, or participating
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in a meeting of the partners or the limited partners;

(6)AAwinding up the business of a limited partnership

under Chapter 11 and Subchapter K of this chapter;

(7)AAtaking an action required or permitted by law to

bring, pursue, settle, or otherwise terminate a derivative action

in the right of the limited partnership;

(8)AAserving on a committee of the limited partnership

or the limited partners; or

(9)AAproposing, approving, or disapproving, by vote or

otherwise, one or more of the following matters:

(A)AAthe dissolution or winding up of the limited

partnership;

(B)AAan election to reconstitute the limited

partnership or continue the business of the limited partnership;

(C)AAthe sale, exchange, lease, mortgage,

assignment, pledge, or other transfer of, or granting of a security

interest in, an asset of the limited partnership;

(D)AAthe incurring, renewal, refinancing, or

payment or other discharge of indebtedness by the limited

partnership;

(E)AAa change in the nature of the business of the

limited partnership;

(F)AAthe admission, removal, or retention of a

general partner;

(G)AAthe admission, removal, or retention of a

limited partner;

(H)AAa transaction or other matter involving an
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actual or potential conflict of interest;

(I)AAan amendment to the partnership agreement or

certificate of formation;

(J)AAif the limited partnership is qualified as an

investment company under the federal Investment Company Act of 1940

(15 U.S.C. Section 80a-1 et seq.), as amended, any matter required

by that Act or the rules and regulations of the Securities and

Exchange Commission under that Act, to be approved by the holders of

beneficial interests in an investment company, including:

(i)AAelecting directors or trustees of the

investment company;

(ii)AAapproving or terminating an investment

advisory or underwriting contract;

(iii)AAapproving an auditor; and

(iv)AAacting on another matter that that Act

requires to be approved by the holders of beneficial interests in

the investment company;

(K)AAindemnification of a general partner under

Chapter 8 or otherwise;

(L)AAany other matter stated in the partnership

agreement;

(M)AAthe exercising of a right or power granted or

permitted to limited partners under this code and not specifically

enumerated in this section; or

(N)AAthe merger or conversion of a limited

partnership. (TRLPA 3.03(b).)

Sec.A153.104.AAENUMERATION OF ACTIONS NOT EXCLUSIVE. The
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enumeration in Section 153.103 does not mean that a limited partner

who has acted or acts in another capacity or possesses or exercises

another power constitutes participation by that limited partner in

the control of the business of the limited partnership. (TRLPA

3.03(c).)

Sec.A153.105.AACREATION OF RIGHTS. Sections 153.103 and

153.104 do not create rights of limited partners. Rights of limited

partners may be created only by:

(1)AAthe certificate of formation;

(2)AAthe partnership agreement;

(3)AAother sections of this chapter; or

(4)AAthe other limited partnership provisions. (TRLPA

3.03(e).)

Sec.A153.106.AAERRONEOUS BELIEF OF CONTRIBUTOR BEING LIMITED

PARTNER. Except as provided by Section 153.109, a person who

erroneously but in good faith believes that the person has made a

contribution to and has become a limited partner in a limited

partnership is not liable as a general partner or otherwise

obligated because of making or attempting to make the contribution,

receiving distributions from the partnership, or exercising the

rights of a limited partner if, within a reasonable time after

ascertaining the mistake, the person:

(1)AAcauses an appropriate certificate of formation or

certificate of amendment to be signed and filed;

(2)AAfiles or causes to be filed with the secretary of

state a written statement in accordance with Section 153.107; or

(3)AAwithdraws from participation in future profits of
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the enterprise by executing and filing with the secretary of state a

certificate declaring the person’s withdrawal under this section.

(TRLPA 3.04(a) (part).)

Sec.A153.107.AASTATEMENT REQUIRED FOR LIABILITY PROTECTION.

(a) A written statement filed under Section 153.106(2) must be

entitled "Filing under Section 153.106(2), Business Organizations

Code," and contain:

(1)AAthe name of the partnership;

(2)AAthe name and mailing address of the person signing

the written statement; and

(3)AAa statement that:

(A)AAthe person signing the written statement

acquired a limited partnership interest in the partnership;

(B)AAthe person signing the written statement has

made an effort to cause a general partner of the partnership to file

an accurate certificate of formation required by the code and the

general partner has failed or refused to file the certificate; and

(C)AAthe statement is being filed under Section

153.106(2) and the person signing the written statement is claiming

status as a limited partner of the partnership named in the

document.

(b)AAThe statement is effective for 180 days.

(c)AAA statement filed under Section 153.106(2) may be signed

by more than one person claiming limited partnership status under

this section and Sections 153.106, 153.108, and 153.109. (TRLPA

3.04(a) (part), (b) (part), (e).)

Sec.A153.108.AAREQUIREMENTS FOR LIABILITY PROTECTION
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FOLLOWING EXPIRATION OF STATEMENT. (a) If a certificate described

by Section 153.106(1) has not been filed before the expiration of

the 180-day period described by Section 153.107(b), the person

filing the statement has no further protection from liability under

Section 153.106(2) unless the person complies with this section. To

be protected under Section 153.106 the person must, not later than

the 10th day after the date of expiration of the 180-day period:

(1)AAwithdraw under Section 153.106(3); or

(2)AAbring an action under Section 153.554 to compel

the execution and filing of a certificate of formation or

amendment.

(b)AAIf an action is brought within the applicable period and

is diligently prosecuted to conclusion, the person bringing the

action continues to be protected from liability under Section

153.106(2) until the action is finally decided adversely to that

person.

(c)AAThis section and Sections 153.106, 153.107, and 153.109

do not protect a person from liability that arises under Sections

153.102-153.105. (TRLPA 3.04(b) (part), (d).)

Sec.A153.109.AALIABILITY OF ERRONEOUS CONTRIBUTOR.

Regardless of whether Sections 153.106, 153.107, and 153.108 apply,

a person who makes a contribution in the circumstances described by

Section 153.106 is liable as a general partner to a third party who

transacts business with the partnership before an action taken

under Section 153.106 if:

(1)AAthe contributor has knowledge or notice that no

certificate has been filed or that the certificate inaccurately
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referred to the contributor as a general partner; and

(2)AAthe third party reasonably believed, based on the

contributor’s conduct, that the contributor was a general partner

at the time of the transaction and extended credit to the

partnership in reasonable reliance on the credit of the

contributor. (TRLPA 3.04(c).)

Sec.A153.110.AAWITHDRAWAL OF LIMITED PARTNER. A limited

partner may withdraw from a limited partnership only at the time or

on the occurrence of an event specified in a written partnership

agreement. The withdrawal of the partner must be made in accordance

with that agreement. (TRLPA 6.03.)

Sec.A153.111.AADISTRIBUTION ON WITHDRAWAL. Except as

otherwise provided by Section 153.210 or the partnership agreement,

on withdrawal a withdrawing limited partner is entitled to receive,

not later than a reasonable time after withdrawal, the fair value of

that limited partner ’s interest in the limited partnership as of

the date of withdrawal. (TRLPA 6.04.)

Sec.A153.112.AARECEIPT OF WRONGFUL DISTRIBUTION. A limited

partner who receives a distribution that is not permitted under

Section 153.210 is not required to return the distribution unless

the limited partner knew that the distribution violated the

prohibition of Section 153.210. This section does not affect an

obligation of the limited partner under the partnership agreement

or other applicable law to return the distribution. (TRLPA

6.07(b).)

Sec.A153.113.AAPOWERS OF ESTATE OF LIMITED PARTNER WHO IS

DECEASED OR INCAPACITATED. If a limited partner who is an
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individual dies or a court adjudges the limited partner to be

incapacitated in managing the limited partner’s person or property,

the limited partner ’s executor, administrator, guardian,

conservator, or other legal representative may exercise all of the

limited partner’s rights and powers to settle the limited partner’s

estate or administer the limited partner ’s property, including the

power of an assignee to become a limited partner under the

partnership agreement. (TRLPA 7.05.)

[Sections 153.114-153.150 reserved for expansion]

SUBCHAPTER D. GENERAL PARTNERS

Sec.A153.151.AAADMISSION OF ADDITIONAL GENERAL PARTNERS. (a)

After a limited partnership is formed, additional general partners

may be admitted:

(1)AAin the manner provided by a written partnership

agreement; or

(2)AAif a written partnership agreement does not

provide for the admission of additional general partners, with the

written consent of all partners.

(b)AAA person may be a general partner unless the person

lacks capacity apart from this chapter. (TRLPA 4.01.)

Sec.A153.152.AAGENERAL POWERS AND LIABILITIES OF GENERAL

PARTNER. (a) Except as provided by this chapter, the other limited

partnership provisions, or a partnership agreement, a general

partner of a limited partnership:

(1)AAhas the rights and powers and is subject to the

restrictions of a partner in a partnership without limited

partners; and
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(2)AAhas the liabilities of a partner in a partnership

without limited partners to the partnership and to the other

partners.

(b)AAExcept as provided by this chapter or the other limited

partnership provisions, a general partner of a limited partnership

has the liabilities of a partner in a partnership without limited

partners to a person other than the partnership and the other

partners. (TRLPA 4.03.)

Sec.A153.153.AAPOWERS AND LIABILITIES OF PERSON WHO IS BOTH

GENERAL PARTNER AND LIMITED PARTNER. A person who is both a general

partner and a limited partner:

(1)AAhas the rights and powers and is subject to the

restrictions and liabilities of a general partner; and

(2)AAexcept as otherwise provided by the partnership

agreement, this chapter, or the other limited partnership

provisions, has the rights and powers and is subject to the

restrictions and liabilities, if any, of a limited partner to the

extent of the general partner’s participation in the partnership as

a limited partner. (TRLPA 4.04 (part).)

Sec.A153.154.AACONTRIBUTIONS BY AND DISTRIBUTIONS TO GENERAL

PARTNER. A general partner of a limited partnership may make a

contribution to, be allocated profits and losses of, and receive a

distribution from the limited partnership as a general partner, a

limited partner, or both. (TRLPA 4.04 (part).)

Sec.A153.155.AAWITHDRAWAL OF GENERAL PARTNER. (a) A person

ceases to be a general partner of a limited partnership on the

occurrence of one or more of the following events of withdrawal:
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(1)AAthe general partner withdraws as a general partner

from the limited partnership as provided by Subsection (b);

(2)AAthe general partner ceases to be a general partner

of the limited partnership as provided by Section 153.252(b);

(3)AAthe general partner is removed as a general

partner in accordance with the partnership agreement;

(4)AAunless otherwise provided by a written partnership

agreement, or with the written consent of all partners, the general

partner:

(A)AAmakes a general assignment for the benefit of

creditors;

(B)AAfiles a voluntary bankruptcy petition;

(C)AAbecomes the subject of an order for relief or

is declared insolvent in a federal or state bankruptcy or

insolvency proceeding;

(D)AAfiles a petition or answer seeking for the

general partner a reorganization, arrangement, composition,

readjustment, liquidation, dissolution, or similar relief under

law;

(E)AAfiles a pleading admitting or failing to

contest the material allegations of a petition filed against the

general partner in a proceeding of the type described by Paragraphs

(A)-(D); or

(F)AAseeks, consents to, or acquiesces in the

appointment of a trustee, receiver, or liquidator of the general

partner or of all or a substantial part of the general partner ’s

properties;
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(5)AAunless otherwise provided by a written partnership

agreement or with the written consent of all partners, the

expiration of:

(A)AA120 days after the date of the commencement

of a proceeding against the general partner seeking reorganization,

arrangement, composition, readjustment, liquidation, dissolution,

or similar relief under law if the proceeding has not been

previously dismissed;

(B)AA90 days after the date of the appointment,

without the general partner’s consent, of a trustee, receiver, or

liquidator of the general partner or of all or a substantial part of

the general partner’s properties if the appointment has not

previously been vacated or stayed; or

(C)AA90 days after the date of expiration of a

stay, if the appointment has not previously been vacated;

(6)AAthe death of a general partner;

(7)AAa court adjudicating a general partner who is an

individual mentally incompetent to manage the general partner’s

person or property;

(8)AAunless otherwise provided by a written partnership

agreement or with the written consent of all partners, the

commencement of winding up activities intended to conclude in the

termination of a trust that is a general partner, but not merely the

substitution of a new trustee;

(9)AAunless otherwise provided by a written partnership

agreement or with the written consent of all partners, the

commencement of winding up activities of a separate partnership
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that is a general partner;

(10)AAunless otherwise provided by a written

partnership agreement or with the written consent of all partners,

the:

(A)AAfiling of a certificate of termination or its

equivalent for an entity, other than a nonfiling entity or a foreign

nonfiling entity, that is a general partner; or

(B)AAtermination or revocation of the certificate

of formation or its equivalent of an entity, other than a nonfiling

entity or a foreign nonfiling entity, that is a general partner and

the expiration of 90 days after the date of notice to the entity of

termination or revocation without a reinstatement of its

certificate of formation or its equivalent; or

(11)AAthe distribution by the fiduciary of an estate

that is a general partner of the estate ’s entire interest in the

limited partnership.

(b)AAA general partner may withdraw at any time from a

limited partnership and cease to be a general partner under

Subsection (a) by giving written notice to the other partners.

(TRLPA 4.02(a), 6.02(a) (part).)

Sec.A153.156.AANOTICE OF EVENT OF WITHDRAWAL. A general

partner who is subject to an event that with the passage of the

specified period becomes an event of withdrawal under Section

153.155(a)(4) or (5) shall notify the other partners of the event

not later than the 30th day after the date on which the event

occurred. (TRLPA 4.02(b).)

Sec.A153.157.AAWITHDRAWAL OF GENERAL PARTNER IN VIOLATION OF
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PARTNERSHIP AGREEMENT. Unless otherwise provided by the

partnership agreement, a withdrawal by a general partner of a

partnership for a definite term or particular undertaking before

the expiration of that term or completion of that undertaking is a

breach of the partnership agreement. (TRLPA 6.02(a) (part).)

Sec.A153.158.AAEFFECT OF WITHDRAWAL. (a) Unless otherwise

provided by a written partnership agreement and subject to the

liability created under Section 153.162, if a general partner

ceases to be a general partner under Section 153.155, the remaining

general partner or partners, or, if there are no remaining general

partners, a majority-in-interest of the limited partners in a vote

that excludes any limited partnership interest held by the

withdrawing general partner, may:

(1)AAconvert that general partner’s partnership

interest to that of a limited partner; or

(2)AApay to the withdrawn general partner in cash, or

secure by bond approved by a court of competent jurisdiction, the

value of that partner’s partnership interest minus the damages

caused if the withdrawal constituted a breach of the partnership

agreement.

(b)AAUntil an action described by Subsection (a) is taken,

the owner of the partnership interest of the withdrawn general

partner has the status of an assignee under Subchapter F, Section

153.113, and Section 153.555.

(c)AAIf there are no remaining general partners following the

withdrawal of a general partner, the partnership may be

reconstituted. (TRLPA 6.02(b), (e).)

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

673



Sec.A153.159.AACONVERSION OF PARTNERSHIP INTEREST AFTER

WITHDRAWAL. If the partners convert the partnership interest under

Section 153.158(a)(1), the limited partnership interest may be

reduced pro rata with all other partners to provide compensation,

an interest in the partnership, or both, to a replacement general

partner. (TRLPA 6.02(c) (part).)

Sec.A153.160.AAEFFECT OF CONVERSION OF PARTNERSHIP INTEREST.

(a) After an amendment to the certificate of formation reflecting

the general partner’s withdrawal as a general partner is filed

under Section 153.051, the withdrawing general partner:

(1)AAmay vote as a limited partner in all matters, to

the same extent as the members of the class of limited partners

having the least voting rights with respect to the matter on which

the vote is taken; and

(2)AAmay not vote on the admission and compensation of a

general partner who replaces the withdrawing general partner.

(b)AAIf the general partner ’s withdrawal violates the

partnership agreement, the general partner does not have voting

rights. (TRLPA 6.02(c) (part).)

Sec.A153.161.AALIABILITY OF GENERAL PARTNER FOR DEBT

INCURRED AFTER EVENT OF WITHDRAWAL. (a) Unless otherwise provided

by a written partnership agreement and subject to the liability

created under Section 153.162, a general partner who ceases to be a

general partner under Section 153.155 is not personally liable in

the partner ’s capacity as a general partner for partnership debt

incurred after that partner ceases to be a general partner unless

the applicable creditor at the time the debt was incurred
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reasonably believed that the partner remained a general partner.

(b)AAA creditor of the partnership has reason to believe that

a partner remains a general partner if:

(1)AAthe creditor had no knowledge or notice of the

general partner’s withdrawal and:

(A)AAwas a creditor of the partnership at the time

of the general partner’s withdrawal; or

(B)AAhad extended credit to the partnership within

two years before the date of withdrawal; or

(2)AAthe creditor had known that the partner was a

general partner in the partnership before the general partner ’s

withdrawal and had no knowledge or notice of the withdrawal and the

general partner’s withdrawal had not been advertised in a

newspaper of general circulation in each place at which the

partnership business was regularly conducted. (TRLPA 6.02(d).)

Sec.A153.162.AALIABILITY FOR WRONGFUL WITHDRAWAL. (a) If a

general partner ’s withdrawal from a limited partnership violates

the partnership agreement, the partnership may recover damages from

the withdrawing general partner for breach of the partnership

agreement, including the reasonable cost of obtaining replacement

of the services the withdrawn partner was obligated to perform.

(b)AAIn addition to pursuing any remedy available under

applicable law, the partnership may effect the recovery of damages

under Subsection (a) by offsetting those damages against the amount

otherwise distributable to the withdrawing general partner,

reducing the limited partner interest into which the withdrawing

general partner’s interest may be converted under Section

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

675



153.158(a)(1), or both. (TRLPA 6.02(a) (part).)

[Sections 153.163-153.200 reserved for expansion]

SUBCHAPTER E. FINANCES

Sec.A153.201.AAFORM OF CONTRIBUTION. The contribution of a

limited partner may consist of a tangible or intangible benefit to

the limited partnership or other property of any kind or nature,

including:

(1)AAcash;

(2)AAa promissory note;

(3)AAservices performed;

(4)AAa contract for services to be performed; and

(5)AAanother interest in or security of the limited

partnership, another domestic or foreign limited partnership, or

other entity. (TRLPA 5.01.)

Sec.A153.202.AAENFORCEABILITY OF PROMISE TO MAKE

CONTRIBUTION. (a) A promise by a limited partner to make a

contribution to, or pay cash or transfer other property to, a

limited partnership is not enforceable unless the promise is in

writing and signed by the limited partner.

(b)AAExcept as otherwise provided by the partnership

agreement, a partner or the partner’s legal representative or

successor is obligated to the limited partnership to perform an

enforceable promise to make a contribution to or pay cash or

transfer other property to a limited partnership, notwithstanding

the partner’s death, disability, or other change in circumstances.

(c)AAIf a partner or a partner’s legal representative or

successor does not make a contribution or other payment of cash or

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

676



transfer of other property required by the enforceable promise,

whether as a contribution or with respect to a contribution

previously made, that partner or the partner’s legal representative

or successor is obligated, at the option of the limited

partnership, to pay to the partnership an amount of cash equal to

the portion of the agreed value, as stated in the partnership

agreement or in the partnership records required to be kept under

Sections 153.551 and 153.552, of the contribution represented by

the amount of cash that has not been paid or the value of the

property that has not been transferred.

(d)AAA partnership agreement may provide that the

partnership interest of a partner who fails to make a payment of

cash or transfer of other property to the partnership, whether as a

contribution or with respect to a contribution previously made,

required by an enforceable promise is subject to specified

consequences, which may include:

(1)AAa reduction of the defaulting partner’s percentage

or other interest in the limited partnership;

(2)AAsubordination of the partner’s partnership

interest to the interest of nondefaulting partners;

(3)AAa forced sale of the partner ’s partnership

interest;

(4)AAforfeiture of the partner ’s partnership interest;

(5)AAthe lending of money to the defaulting partner by

other partners of the amount necessary to meet the defaulting

partner’s commitment;

(6)AAa determination of the value of the defaulting
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partner’s partnership interest by appraisal or by formula and

redemption or sale of the partnership interest at that value; or

(7)AAanother penalty or consequence. (TRLPA 5.02(a),

(b), (c).)

Sec.A153.203.AARELEASE OF OBLIGATION TO PARTNERSHIP. Unless

otherwise provided by the partnership agreement, the obligation of

a partner or the legal representative or successor of a partner to

make a contribution, pay cash, transfer other property, or return

cash or property paid or distributed to the partner in violation of

this chapter or the partnership agreement may be compromised or

released only by consent of all of the partners. (TRLPA 5.02(d)

(part).)

Sec.A153.204.AAENFORCEABILITY OF OBLIGATION. (a)

Notwithstanding a compromise or release under Section 153.203, a

creditor of a limited partnership who extends credit or otherwise

acts in reasonable reliance on an obligation described by Section

153.203 may enforce the original obligation if:

(1)AAthe obligation is reflected in a document signed

by the partner; and

(2)AAthe document is not amended or canceled to reflect

the compromise or release.

(b)AANotwithstanding the compromise or release, a general

partner remains liable to persons other than the partnership and

the other partners, as provided by Sections 153.152(a)(2) and (b).

(TRLPA 5.02(d) (part).)

Sec.A153.205.AAREQUIREMENTS TO ENFORCE CONDITIONAL

OBLIGATION. (a) An obligation of a limited partner of a limited
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partnership that is subject to a condition may be enforced by the

partnership creditor described by Section 153.204 only if the

condition is satisfied or waived by or with respect to the limited

partner.

(b)AAA conditional obligation of a limited partner of a

limited partnership includes a contribution payable on a

discretionary call of the limited partnership before the time the

call occurs. (TRLPA 5.02(d) (part).)

Sec.A153.206.AAALLOCATION OF PROFITS AND LOSSES. (a) The

profits and losses of a limited partnership shall be allocated

among the partners in the manner provided by a written partnership

agreement.

(b)AAIf a written partnership agreement does not provide for

the allocation of profits and losses, the profits and losses shall

be allocated:

(1)AAin accordance with the current percentage or other

interest in the partnership stated in partnership records of the

kind described by Section 153.551(a); or

(2)AAif the allocation of profits and losses is not

provided for in partnership records of the kind described by

Section 153.551(a), in proportion to capital accounts. (TRLPA

5.03.)

Sec.A153.207.AARIGHT TO DISTRIBUTION. Subject to Section

153.210, when a partner becomes entitled to receive a distribution,

the partner has with respect to the distribution the status of and

is entitled to all remedies available to a creditor of the limited

partnership. (TRLPA 6.06.)
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Sec.A153.208.AASHARING OF DISTRIBUTIONS. (a) A distribution

of cash or another asset of a limited partnership shall be made to a

partner in the manner provided by a written partnership agreement.

(b)AAIf a written partnership agreement does not provide

otherwise, a distribution that is a return of capital shall be made

on the basis of the agreed value, as stated in the partnership

records required to be maintained under Section 153.551(a), of the

contribution made by each partner to the extent that the

contribution has not been returned. A distribution that is not a

return of capital shall be made in proportion to the allocation of

profits as determined under Section 153.206.

(c)AAUnless otherwise defined by a written partnership

agreement, in this section, "return of capital" means a

distribution to a partner to the extent that the partner ’s capital

account, immediately after the distribution, is less than the

amount of that partner ’s contribution to the partnership as reduced

by a prior distribution that was a return of capital. (TRLPA

1.02(13), 5.04.)

Sec.A153.209.AAINTERIM DISTRIBUTIONS. Except as otherwise

provided by this section and Section 153.210, a partner is entitled

to receive a distribution from a limited partnership to the extent

and at the time or on the occurrence of an event specified in the

partnership agreement before:

(1)AAthe partner withdraws from the partnership; and

(2)AAthe winding up of the partnership business.

(TRLPA 6.01.)

Sec.A153.210.AALIMITATION ON DISTRIBUTION. A limited
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partnership may not make a distribution to a partner if,

immediately after giving effect to the distribution and despite any

compromise of a claim referred to by Sections 153.203 and 153.204,

all liabilities of the limited partnership, other than liabilities

to partners with respect to their partnership interests and

liabilities for which the recourse of creditors is limited to

specified property of the limited partnership, exceed the fair

value of the partnership assets. The fair value of property that

is subject to a liability for which recourse of creditors is limited

shall be included in the partnership assets for purposes of this

subsection only to the extent that the fair value of that property

exceeds that liability. (TRLPA 6.07(a).)

[Sections 153.211-153.250 reserved for expansion]

SUBCHAPTER F. PARTNERSHIP INTEREST

Sec.A153.251.AAASSIGNMENT OF PARTNERSHIP INTEREST. (a)

Except as otherwise provided by the partnership agreement, a

partnership interest is assignable wholly or partly.

(b)AAExcept as otherwise provided by the partnership

agreement, an assignment of a partnership interest:

(1)AAdoes not dissolve a limited partnership;

(2)AAdoes not entitle the assignee to become, or to

exercise rights or powers of, a partner; and

(3)AAentitles the assignee to be allocated income,

gain, loss, deduction, credit, or similar items and to receive

distributions to which the assignor was entitled to the extent

those items are assigned. (TRLPA 7.02(a) (part).)

Sec.A153.252.AARIGHTS OF ASSIGNOR. (a) Except as otherwise
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provided by the partnership agreement, until the assignee becomes a

partner, the assignor partner continues to be a partner in the

limited partnership. The assignor partner may exercise any rights

or powers of a partner, except to the extent those rights or powers

are assigned.

(b)AAExcept as otherwise provided by the partnership

agreement, on the assignment by a general partner of all of the

general partner’s rights as a general partner, the general

partner’s status as a general partner may be terminated by the

affirmative vote of a majority-in-interest of the limited partners.

(TRLPA 7.02(a) (part).)

Sec.A153.253.AARIGHTS OF ASSIGNEE. (a) An assignee of a

partnership interest, including the partnership interest of a

general partner, may become a limited partner if and to the extent

that:

(1)AAthe partnership agreement provides; or

(2)AAall partners consent.

(b)AAAn assignee who becomes a limited partner, to the extent

of the rights and powers assigned, has the rights and powers and is

subject to the restrictions and liabilities of a limited partner

under a partnership agreement and this code. (TRLPA 7.04(a), (b)

(part).)

Sec.A153.254.AALIABILITY OF ASSIGNEE. (a) Until an assignee

of the partnership interest in a limited partnership becomes a

partner, the assignee does not have liability as a partner solely as

a result of the assignment.

(b)AAUnless otherwise provided by a written partnership
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agreement, an assignee who becomes a limited partner:

(1)AAis liable for the obligations of the assignor to

make contributions as provided by Sections 153.202-153.204;

(2)AAis not obligated for liabilities unknown to the

assignee at the time the assignee became a limited partner and that

could not be ascertained from a written partnership agreement; and

(3)AAis not liable for the obligations of the assignor

under Sections 153.105, 153.112, and 153.162. (TRLPA 7.02(b),

7.04(b) (part).)

Sec.A153.255.AALIABILITY OF ASSIGNOR. Regardless of whether

an assignee of a partnership interest becomes a limited partner,

the assignor is not released from the assignor’s liability to the

limited partnership under Subchapter E and Sections 153.105,

153.112, and 153.162. (TRLPA 7.04(c).)

Sec.A153.256.AACHARGE IN PAYMENT OF JUDGMENT CREDITOR. (a)

On application to a court by a judgment creditor of a partner or

other owner of a partnership interest, the court may:

(1)AAcharge the partnership interest of the partner or

other owner with payment of the unsatisfied amount of the judgment,

with interest;

(2)AAappoint a receiver for the debtor partner’s share

of the partnership ’s profits and other money payable or that

becomes payable to the debtor partner with respect to the limited

partnership; and

(3)AAmake other orders, directions, and inquiries that

the circumstances of the case require.

(b)AATo the extent that the partnership interest is charged
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in the manner provided by Subsection (a), the judgment creditor has

only the rights of an assignee of the partnership interest.

(c)AAThe partnership interest charged may be:

(1)AAredeemed at any time before foreclosure; or

(2)AAin case of a sale directed by the court, and

without constituting an event requiring winding up, purchased:

(A)AAby one or more of the general partners with

separate property of any general partner; or

(B)AAwith respect to partnership property, by one

or more of the general partners whose interests are not charged, on

the consent of all general partners whose interests are not charged

and a majority in interest of the limited partners, excluding

limited partnership interests held by a general partner whose

interest is charged.

(d)AAThe remedies provided by Subsection (a) are exclusive of

other remedies that may exist, including remedies under laws of

this state applicable to partnerships without limited partners.

(TRLPA 7.03(a), (b), (c).)

Sec.A153.257.AAEXEMPTION LAWS APPLICABLE TO PARTNERSHIP

INTEREST NOT AFFECTED. Section 153.256 does not deprive a partner

of the benefit of an exemption law applicable to that partner ’s

partnership interest. (TRLPA 7.03(d).)

[Sections 153.258-153.300 reserved for expansion]

SUBCHAPTER G. REPORTS

Sec.A153.301.AAPERIODIC REPORT. The secretary of state may

require a domestic limited partnership or a foreign limited

partnership registered to transact business in this state to file a
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report not more than once every four years as required by this

subchapter. (TRLPA 13.05(a) (part).)

Sec.A153.302.AAFORM AND CONTENTS OF REPORT. (a) The report

must:

(1)AAinclude:

(A)AAthe name of the limited partnership;

(B)AAthe state or territory under the laws of

which the limited partnership is formed;

(C)AAthe address of the registered office of the

limited partnership in this state and the name of the registered

agent at that address;

(D)AAthe address of the principal office in the

United States where records are to be kept or made available under

Sections 153.551 and 153.552; and

(E)AAthe name, mailing address, and street address

of the business or residence of each general partner;

(2)AAbe made on a form adopted by the secretary of state

for that purpose; and

(3)AAbe signed on behalf of the limited partnership by

at least one general partner.

(b)AAThe information contained in the report must be given as

of the date of the execution of the report. (TRLPA 13.05(a) (part),

(b) (part).)

Sec.A153.303.AAFILING FEE. The filing fee for the report is

as provided by Chapter 4. (TRLPA 13.05(b) (part).)

Sec.A153.304.AADELIVERY OF REPORT. The report must be

delivered to the secretary of state not later than the 30th day
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after the date on which notice is mailed under Section 153.305.

(TRLPA 13.05(c) (part).)

Sec.A153.305.AAACTION BY SECRETARY OF STATE. (a) The

secretary of state shall send a notice that the report required by

Section 153.301 is due.

(b)AAThe notice must be:

(1)AAaddressed to the limited partnership; and

(2)AAmailed to:

(A)AAthe registered office of the limited

partnership;

(B)AAthe last known address of the limited

partnership as it appears on record in the office of the secretary

of state; or

(C)AAany other known place of business of the

limited partnership.

(c)AAThe secretary of state shall include with the notice a

copy of a report form to be prepared and filed as provided by this

subchapter. (TRLPA 13.05(c), (d) (part).)

Sec.A153.306.AAEFFECT OF FILING REPORT. (a) If the secretary

of state finds that the report complies with this subchapter, the

secretary shall:

(1)AAaccept the report for filing;

(2)AAacknowledge to the limited partnership the filing

of the report; and

(3)AAupdate the records of the secretary of state ’s

office to reflect:

(A)AAa reported change in the address of the
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registered office or principal office, or in the business or

residence address of a general partner; and

(B)AAa reported change in the name of the

registered agent.

(b)AAThe filing of a report under Section 153.301 does not

relieve the limited partnership of the requirement to file an

amendment to the certificate of formation required under Section

153.051 or 153.052, except that the limited partnership is not

required to file an amendment to change the information specified

in Subsection (a)(3). (TRLPA 13.05(d) (part), (e).)

Sec.A153.307.AAEFFECT OF FAILURE TO FILE REPORT. (a) A

domestic or foreign limited partnership that fails to file a report

under Section 153.301 when the report is due forfeits the limited

partnership’s right to transact business in this state. A

forfeiture under this section takes effect without judicial

ascertainment.

(b)AAWhen the right to transact business has been forfeited

under this section, the secretary of state shall note that the right

to transact business has been forfeited and the date of forfeiture

on the record kept in the secretary ’s office relating to the limited

partnership. (TRLPA 13.06(a), (b) (part).)

Sec.A153.308.AANOTICE OF FORFEITURE OF RIGHT TO TRANSACT

BUSINESS. Notice of the forfeiture under Section 153.307 shall be

mailed to the limited partnership at:

(1)AAthe registered office of the limited partnership;

(2)AAthe last known address of the limited partnership;

or
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(3)AAany other place of business of the limited

partnership. (TRLPA 13.06(b) (part).)

Sec.A153.309.AAEFFECT OF FORFEITURE OF RIGHT TO TRANSACT

BUSINESS. (a) Unless the right of the limited partnership to

transact business is revived in accordance with Section 153.310:

(1)AAthe limited partnership may not maintain an

action, suit, or proceeding in a court of this state; and

(2)AAa successor or assignee of the limited partnership

may not maintain an action, suit, or proceeding in a court of this

state on a right, claim, or demand arising from the transaction of

business by the limited partnership in this state.

(b)AAThe forfeiture of the right to transact business in this

state does not:

(1)AAimpair the validity of a contract or act of the

limited partnership; or

(2)AAprevent the limited partnership from defending an

action, suit, or proceeding in a court of this state.

(c)AAThis section and Sections 153.307 and 153.308 do not

affect the liability of a limited partner to the limited

partnership. (TRLPA 13.06(c), (d).)

Sec.A153.310.AAREVIVAL OF RIGHT TO TRANSACT BUSINESS. (a) A

limited partnership that forfeits the right to transact business in

this state as provided by Section 153.309 may be relieved from the

forfeiture by filing the required report not later than the 120th

day after the date of mailing of the notice of forfeiture under

Section 153.308, accompanied by the filing fees as provided by

Chapter 4.
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(b)AAIf a limited partnership complies with Subsection (a),

the secretary of state shall:

(1)AArevive the right of the limited partnership to

transact business in this state;

(2)AAcancel the note regarding the forfeiture; and

(3)AAnote the revival and the date of revival on the

record kept in the secretary ’s office relating to the limited

partnership. (TRLPA 13.07.)

Sec.A153.311.AACANCELLATION OF CERTIFICATE OR REGISTRATION

AFTER FORFEITURE. (a) The secretary of state may cancel the

certificate of formation of a domestic limited partnership, or the

registration of a foreign limited partnership, if the limited

partnership:

(1)AAforfeits its right to transact business in this

state under Section 153.307; and

(2)AAfails to revive that right under Section 153.310.

(b)AACancellation of the certificate or registration takes

effect without judicial ascertainment.

(c)AAThe secretary of state shall note the cancellation and

the date of cancellation on the record kept in the secretary ’s

office relating to the limited partnership.

(d)AAOn cancellation, the status of the limited partnership

is changed to inactive according to the records of the secretary of

state. The change to inactive status does not affect the liability

of a limited partner to the limited partnership. (TRLPA 13.08.)

Sec.A153.312.AAREINSTATEMENT OF CERTIFICATE OF FORMATION OR

REGISTRATION. (a) A limited partnership the certificate of
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formation or registration of which has been canceled as provided by

Section 153.311 may be relieved of the cancellation by filing the

report required by Section 153.301, accompanied by the filing fees

provided by Chapter 4.

(b)AAIf the limited partnership pays the fees required by

Subsection (a), the secretary of state shall:

(1)AAreinstate the certificate or registration of the

limited partnership without judicial ascertainment;

(2)AAchange the status of the limited partnership to

active; and

(3)AAnote the reinstatement on the record kept in the

secretary’s office relating to the limited partnership.

(c)AAIf the name of the limited partnership is not available

at the time of reinstatement, the secretary of state shall require

the limited partnership as a precondition to reinstatement to:

(1)AAfile an amendment to the partnership ’s certificate

of formation; or

(2)AAin the case of a foreign limited partnership,

amend its application for registration to adopt an assumed name for

use in this state. (TRLPA 13.09.)

[Sections 153.313-153.350 reserved for expansion]

SUBCHAPTER H. LIMITED PARTNERSHIP AS LIMITED

LIABILITY PARTNERSHIP

Sec.A153.351.AAREQUIREMENTS. A limited partnership is a

limited liability partnership and a limited partnership if the

partnership:

(1)AAregisters as a limited liability partnership:
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(A)AAas permitted by its partnership agreement; or

(B)AAif its partnership agreement does not include

a provision for becoming a limited liability partnership, with the

consent of partners required to amend its partnership agreement;

(2)AAcomplies with Subchapter J, Chapter 152; and

(3)AAcomplies with Chapter 5. (TRLPA 2.14(a).)

Sec.A153.352.AAAPPLICABILITY OF OTHER REQUIREMENTS. For

purposes of applying Section 152.802 to a limited partnership:

(1)AAan application to become a limited liability

partnership or to withdraw a registration must be signed by at least

one general partner; and

(2)AAother references to a partner mean a general

partner only. (TRLPA 2.14(b).)

Sec.A153.353.AALAW APPLICABLE TO PARTNERS. If a limited

partnership is a limited liability partnership, Section 152.801

applies to a general partner and to a limited partner who is liable

under other provisions of this chapter for the debts or obligations

of the limited partnership. (TRLPA 2.14(c).)

[Sections 153.354-153.400 reserved for expansion]

SUBCHAPTER I. DERIVATIVE ACTIONS

Sec.A153.401.AARIGHT TO BRING ACTION. A limited partner may

bring an action in a court on behalf of the limited partnership to

recover a judgment in the limited partnership’s favor if:

(1)AAall general partners with authority to bring the

action have refused to bring the action; or

(2)AAan effort to cause those general partners to bring

the action is not likely to succeed. (TRLPA 10.01.)
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Sec.A153.402.AAPROPER PLAINTIFF. In a derivative action, the

plaintiff must be a limited partner when the action is brought and:

(1)AAthe person must have been a limited partner at the

time of the transaction that is the subject of the action; or

(2)AAthe person’s status as a limited partner must have

arisen by operation of law or under the terms of the partnership

agreement from a person who was a limited partner at the time of the

transaction. (TRLPA 10.02.)

Sec.A153.403.AAPLEADING. In a derivative action, the

complaint must contain with particularity:

(1)AAthe effort, if any, of the plaintiff to secure

initiation of the action by a general partner; or

(2)AAthe reasons for not making the effort. (TRLPA

10.03.)

Sec.A153.404.AASECURITY FOR EXPENSES OF DEFENDANTS. (a) In a

derivative action, the court may require the plaintiff to give

security for the reasonable expenses incurred or expected to be

incurred by a defendant in the action, including reasonable

attorney’s fees.

(b)AAThe court may increase or decrease at any time the

amount of the security on a showing that the security provided is

inadequate or excessive.

(c)AAIf a plaintiff is unable to give security, the plaintiff

may file an affidavit in accordance with the Texas Rules of Civil

Procedure.

(d)AAExcept as provided by Subsection (c), if a plaintiff

fails to give the security within a reasonable time set by the
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court, the court shall dismiss the suit without prejudice.

(e)AAThe court, on final judgment for a defendant and on a

finding that suit was brought without reasonable cause against the

defendant, may require the plaintiff to pay reasonable expenses,

including reasonable attorney’s fees, to the defendant, regardless

of whether security has been required. (TRLPA 10.04.)

Sec.A153.405.AAEXPENSES OF PLAINTIFF. If a derivative action

is successful, wholly or partly, or if anything is received by the

plaintiff because of a judgment, compromise, or settlement of the

action or claim constituting a part of the action, the court may

award the plaintiff reasonable expenses, including reasonable

attorney’s fees, and shall direct the plaintiff to remit to a party

identified by the court the remainder of the proceeds received by

the plaintiff. (TRLPA 10.05.)

[Sections 153.406-153.450 reserved for expansion]

SUBCHAPTER J. CANCELLATION OF CERTIFICATE OF FORMATION

Sec.A153.451.AACERTIFICATE OF CANCELLATION. (a) A

certificate of formation shall be canceled by filing a certificate

of cancellation with the secretary of state in accordance with

Chapter 4:

(1)AAon the completion of the winding up of the

partnership business;

(2)AAwhen there are no limited partners; or

(3)AAsubject to Subsection (b), on a merger or

conversion as provided by Chapter 10.

(b)AAIf a limited partnership formed under this code is not

one of the surviving or resulting domestic limited partnerships or

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

693



other entities in a merger or conversion, the certificate of merger

or conversion filed under Chapter 10 is sufficient, without a

filing under this section, to cancel the certificate of formation

of the nonsurviving limited partnership.

(c)AATo approve a reinstatement of a limited partnership

under Section 11.202, all of the remaining partners, or another

group or percentage of partners as specified by the partnership

agreement, must agree in writing to reinstate and continue the

business of the limited partnership. (TRLPA 2.03(a), (c).)

Sec.A153.452.AACONTENTS OF CERTIFICATE OF CANCELLATION. A

certificate of cancellation must contain:

(1)AAthe name of the limited partnership;

(2)AAthe date of the filing of the partnership ’s

certificate of formation;

(3)AAthe reason for filing the certificate of

cancellation;

(4)AAthe future effective date or a certain time of

cancellation if cancellation is not effective on the filing of the

certificate; and

(5)AAother proper information as determined by the

person filing the certificate of cancellation. (TRLPA 2.03(b).)

[Sections 153.453-153.500 reserved for expansion]

SUBCHAPTER K. SUPPLEMENTAL WINDING UP AND TERMINATION

PROVISIONS

Sec.A153.501.AACONTINUATION WITHOUT WINDING UP. (a) The

limited partnership may cancel an event requiring winding up as

specified in Section 11.051(1) or (3) if, not later than the 90th
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day after the event, all remaining partners, or another group or

percentage of partners as specified by the partnership agreement,

agree in writing to continue the business of the limited

partnership.

(b)AAThe limited partnership may revoke an event requiring

winding up as specified in Section 11.058(2) if:

(1)AAthere remains at least one general partner and the

partnership agreement permits the business of the limited

partnership to be carried on by the remaining general partners and

those remaining general partners carry on the business; or

(2)AAnot later than one year after the event, all

remaining partners, or another group or percentage of partners

specified in the partnership agreement:

(A)AAagree in writing to continue the business of

the limited partnership in writing; and

(B)AAto the extent that they desire or if there are

no remaining general partners, agree to the appointment of one or

more new general partners.

(c)AAThe appointment of one or more new general partners

under Subsection (b)(2)(B) is effective from the date of

withdrawal.

(d)AATo approve a revocation under Section 11.151 by a

limited partnership of a voluntary decision to wind up as specified

in Section 11.058(1), prior to filing the certificate of

cancellation required by Section 153.451, all remaining partners,

or another group or percentage of partners as specified by the

partnership agreement, must agree in writing to revoke the
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voluntary decision to wind up and continue the business of the

limited partnership. (TRLPA 8.01 (part).)

Sec.A153.502.AAWINDING UP PROCEDURES. (a) Except as

provided by the partnership agreement, the winding up of the

partnership’s affairs shall be accomplished by:

(1)AAthe general partners;

(2)AAif there are no general partners, the limited

partners or a person chosen by the limited partners; or

(3)AAa person appointed by the court to carry out the

winding up under Subsection (b).

(b)AAOn application of a partner or a partner’s legal

representative or transferee, a court, on cause shown, may wind up

the limited partnership ’s affairs and, in connection with the

winding up, may appoint a person to carry out the liquidation and

may make all other orders, directions, and inquiries that the

circumstances require.

(c)AASection 11.052(a)(2) shall not be applicable to a

limited partnership. (TRLPA 8.04(a); New.)

Sec.A153.503.AAPOWERS OF PERSON CONDUCTING WIND UP. (a)

After an event requiring the winding up of a limited partnership and

until the filing of a certificate of cancellation as provided by

Sections 153.451 and 153.452, unless a written partnership

agreement provides otherwise, a person winding up the limited

partnership’s business in the name of and on behalf of the limited

partnership may take the actions specified in Sections 11.052 and

11.053.

(b)AAThe acts described by Subsection (a) do not create a
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liability for a limited partner that did not exist before an action

to wind up the business of the partnership was taken. (TRLPA

8.04(b), (c).)

Sec.A153.504.AADISPOSITION OF ASSETS. On the winding up of a

limited partnership, its assets shall be paid or transferred as

follows:

(1)AAto the extent otherwise permitted by law, to

creditors, including partners who are creditors other than solely

because of the application of Section 153.207 for the payment or the

making of reasonable provision for payment to satisfy the

liabilities of the limited partnership;

(2)AAunless otherwise provided by the partnership

agreement, to partners and former partners to satisfy the

partnership’s liability for distributions under Section 153.111 or

153.209; and

(3)AAunless otherwise provided by the partnership

agreement, to partners first for the return of their capital and

second with respect to their partnership interests, in the

proportions provided by Sections 153.208(a) and (b). (TRLPA 8.05.)

[Sections 153.505-153.550 reserved for expansion]

SUBCHAPTER L. MISCELLANEOUS PROVISIONS

Sec.A153.551.AARECORDS. (a) A domestic limited partnership

shall maintain the following records in its principal office in the

United States or make the records available in that office not later

than the fifth day after the date on which a written request under

Section 153.552(a) is received:

(1)AAa current list that states:
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(A)AAthe name and mailing address of each partner,

separately identifying in alphabetical order the general partners

and the limited partners;

(B)AAthe last known street address of the business

or residence of each general partner;

(C)AAthe percentage or other interest in the

partnership owned by each partner; and

(D)AAif one or more classes or groups are

established under the partnership agreement, the names of the

partners who are members of each specified class or group;

(2)AAa copy of:

(A)AAthe limited partnership ’s federal, state,

and local information or income tax returns for each of the

partnership’s six most recent tax years;

(B)AAthe partnership agreement and certificate of

formation; and

(C)AAall amendments or restatements;

(3)AAcopies of any document that creates, in the manner

provided by the partnership agreement, classes or groups of

partners;

(4)AAan executed copy of any powers of attorney under

which the partnership agreement, certificate of formation, and all

amendments or restatements to the agreement and certificate have

been executed;

(5)AAunless contained in the written partnership

agreement, a written statement of:

(A)AAthe amount of the cash contribution and a
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description and statement of the agreed value of any other

contribution made by each partner;

(B)AAthe amount of the cash contribution and a

description and statement of the agreed value of any other

contribution that the partner has agreed to make in the future as an

additional contribution;

(C)AAthe date on which additional contributions

are to be made or the date of events requiring additional

contributions to be made;

(D)AAevents requiring the limited partnership to

be dissolved and its affairs wound up; and

(E)AAthe date on which each partner in the limited

partnership became a partner; and

(6)AAbooks and records of the accounts of the limited

partnership.

(b)AAA limited partnership shall maintain its records in

written form or in another form capable of being converted to

written form in a reasonable time.

(c)AAA limited partnership shall keep in its registered

office in this state and make available to a partner on reasonable

request the street address of its principal office in the United

States in which the records required by this section are

maintained. (TRLPA 1.07(a), (b), (c).)

Sec.A153.552.AAEXAMINATION OF RECORDS AND INFORMATION. (a)

On written request stating a proper purpose, a partner or an

assignee of a partnership interest may examine and copy, in person

or through a representative, records required to be kept under
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Section 153.551 and other information regarding the business,

affairs, and financial condition of the limited partnership as is

just and reasonable for the person to examine and copy.

(b)AAThe records requested under Subsection (a) may be

examined and copied at a reasonable time and at the partner ’s sole

expense.

(c)AAOn written request by a partner or an assignee of a

partnership interest, the partnership shall provide to the

requesting partner or assignee without charge copies of:

(1)AAthe partnership agreement and certificate of

formation and all amendments or restatements; and

(2)AAany tax return described by Section 153.551(a)(2).

(d)AAA request made under Subsection (c) must be made to:

(1)AAthe person who is designated to receive the

request in the partnership agreement at the address designated in

the partnership agreement; or

(2)AAif there is no designation, a general partner at

the partnership ’s principal office in the United States. (TRLPA

1.07(d), (e).)

Sec.A153.553.AAEXECUTION OF CERTAIN FILINGS. (a) Each

certificate required by this code to be filed by a limited

partnership with the secretary of state shall be executed as

follows:

(1)AAan initial certificate of formation must be signed

as provided in Section 3.004(b)(1), except for an initial

certificate of formation signed by a person under Section

153.106(1);
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(2)AAa certificate of amendment or restated certificate

of formation must be signed by at least one general partner and by

each other general partner designated in the certificate of

amendment as a new general partner, unless signed and filed by a

person under Section 153.052(b), 153.052(c), or 153.106(1), but the

certificate of amendment need not be signed by a withdrawing

general partner;

(3)AAa certificate of cancellation must be signed by

all general partners participating in the winding up of the limited

partnership’s business or, if no general partners are winding up

the limited partnership ’s business, by all nonpartner liquidators

or, if the limited partners are winding up the limited

partnership’s business, by a majority-in-interest of the limited

partners;

(4)AAa certificate of merger filed on behalf of a

domestic limited partnership must be signed as provided by Chapter

10;

(5)AAa certificate filed under Section 10.251 must be

signed by the person designated by the court; and

(6)AAa certificate of correction must be signed by at

least one general partner.

(b)AAAny person may sign a certificate or partnership

agreement or amendment or restated certificate by an attorney in

fact. A power of attorney relating to the signing of a certificate

or partnership agreement or amendment or restated certificate by an

attorney in fact:

(1)AAis not required to be sworn to, verified, or
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acknowledged;

(2)AAis not required to be filed with the secretary of

state; and

(3)AAshall be retained with the partnership records

under Sections 153.551 and 153.552.

(c)AAThe execution of a certificate by a general partner or

the execution of a written statement by a person under Section

153.106(2) is an oath or affirmation, under a penalty of perjury,

that, to the best of the executing party ’s knowledge and belief, the

facts stated in the certificate or statement are true. (TRLPA

2.04.)

Sec.A153.554.AAEXECUTION, AMENDMENT, OR CANCELLATION BY

JUDICIAL ORDER. (a) If a person fails or refuses to execute or file

a certificate as required by this chapter or Title 1 or to execute a

partnership agreement, another person adversely affected by the

failure or refusal may petition a court to direct the execution or

filing of the certificate or the execution of the partnership

agreement, as appropriate.

(b)AAIf the court finds that the execution or filing of the

certificate is proper and that a person required to execute or file

the certificate has failed or refused to execute or file the

certificate, the court shall order the secretary of state to record

an appropriate certificate.

(c)AAThe judicial remedy described by Subsection (b) is not a

limit on the rights of a person to file a written statement under

Section 153.106(2).

(d)AAIf the court finds that the partnership agreement should
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be executed and that a person required to execute the partnership

agreement has failed or refused to execute the agreement, the court

shall enter an order granting appropriate relief.

(e)AAIf a court enters an order in favor of the adversely

affected person requesting relief under this section, the court

shall award to that person reasonable expenses, including

reasonable attorney’s fees. (TRLPA 2.05.)

Sec.A153.555.AAPERMITTED TRANSFER IN CONNECTION WITH

RACETRACK LICENSE. The following transfer relating to a limited

partnership is not a prohibited transfer that violates Section

6.12(a), Texas Racing Act (Article 179e, Vernon ’s Texas Civil

Statutes):

(1)AAa transfer by a general partnership of its assets

to a limited partnership, the corporate general partner of which is

controlled by the partners of the general partnership; or

(2)AAa transfer by a limited partnership of the

beneficial use of or interest in any of its rights, privileges, or

assets to a local development corporation incorporated before

January 31, 1993, under Subchapter D, Chapter 431, Transportation

Code. (TRLPA 7.06.)

CHAPTER 154. PROVISIONS APPLICABLE TO BOTH GENERAL

AND LIMITED PARTNERSHIPS

SUBCHAPTER A. PARTNERSHIP INTERESTS

Sec.A154.001.AANATURE OF PARTNER’S PARTNERSHIP INTEREST. (a)

A partner’s partnership interest is personal property for all

purposes.

(b)AAA partner’s partnership interest may be community
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property under applicable law.

(c)AAA partner is not a co-owner of partnership property.

(TRPA 5.01, 5.02(a); TRLPA 7.01.)

Sec.A154.002.AATRANSFER OF INTEREST IN PARTNERSHIP PROPERTY

PROHIBITED. A partner does not have an interest that can be

transferred, voluntarily or involuntarily, in partnership

property. (TRPA 5.01; TRLPA 7.01.)

[Sections 154.003-154.100 reserved for expansion]

SUBCHAPTER B. PARTNERSHIP AGREEMENT

Sec.A154.101.AACLASS OR GROUP OF PARTNERS. (a) A written

partnership agreement may establish or provide for the future

creation of additional classes or groups of one or more partners

that have certain express relative rights, powers, and duties,

including voting rights. The future creation of additional classes

or groups may be expressed in the partnership agreement or at the

time of creation of the class or group.

(b)AAThe rights, powers, or duties of a class or group of

partners may be senior to those partners of an existing class or

group. (TRPA 4.01(l); TRLPA 3.02(a), 4.05(a).)

Sec.A154.102.AAPROVISIONS RELATING TO VOTING. A written

partnership agreement that grants or provides for granting a right

to vote to a partner may contain a provision relating to:

(1)AAgiving notice of the time, place, or purpose of a

meeting at which a matter is to be voted on by the partners;

(2)AAwaiver of notice;

(3)AAaction by consent without a meeting;

(4)AAthe establishment of a record date;
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(5)AAquorum requirements;

(6)AAvoting in person or by proxy; or

(7)AAother matters relating to the exercise of the

right to vote. (TRPA 4.01(m); TRLPA 3.02(b), 4.05(b).)

Sec.A154.103.AANOTICE OF ACTION BY CONSENT WITHOUT A

MEETING. (a) Prompt notice of the taking of an action under a

partnership agreement that may be taken without a meeting by

consent of fewer than all of the partners shall be given to a

partner who has not given written consent to the action.

(b)AAFor purposes of this section, the "taking of an action"

includes:

(1)AAamending the partnership agreement; or

(2)AAcreating under the partnership agreement a class

of partners that did not previously exist. (TRPA 4.01(n); TRLPA

3.02(c), (d).)

[Sections 154.104-154.200 reserved for expansion]

SUBCHAPTER C. PARTNERSHIP TRANSACTIONS AND RELATIONSHIPS

Sec.A154.201.AABUSINESS TRANSACTIONS BETWEEN PARTNER AND

PARTNERSHIP. Except as otherwise provided by the partnership

agreement, a partner may lend money to and transact other business

with the partnership. Subject to other applicable law, a partner

has the same rights and obligations with respect to those matters as

a person who is not a partner. (TRPA 4.01(k); TRLPA 1.10.)

Sec.A154.202.AAEFFECT OF PARTNER CHANGE ON RELATIONSHIP

BETWEEN PARTNERSHIP AND CREDITORS. The relationships between a

partnership and its creditors are not affected by the:

(1)AAwithdrawal of a partner; or
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(2)AAaddition of a new partner. (TRPA 2.06(c).)

Sec.A154.203.AADISTRIBUTIONS IN KIND. (a) Except as

provided by the partnership agreement, a partner, regardless of the

nature of the partner’s contribution, is not entitled to demand or

receive from a partnership a distribution in any form other than

cash.

(b)AAExcept as provided by the partnership agreement, a

partner may not be compelled to accept a disproportionate

distribution of an asset in kind from a partnership to the extent

that the percentage portion of assets distributed to the partner

exceeds the percentage of those assets that equals the percentage

in which the partner shares in distributions from the partnership.

(TRPA 4.02; TRLPA 6.05.)

TITLE 5. REAL ESTATE INVESTMENT TRUSTS

CHAPTER 200. REAL ESTATE INVESTMENT TRUSTS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A200.001.AADEFINITION. In this chapter, "real estate

investment trust" means an unincorporated trust:

(1)AAformed by one or more trust managers under this

chapter and Chapter 3; and

(2)AAmanaged under this chapter. (TREITA 2.10.)

Sec.A200.002.AAAPPLICABILITY OF CHAPTER. (a) The provisions

of Chapters 20 and 21 govern a matter to the extent that this

chapter or Title 1 does not govern the matter.

(b)AAAn unincorporated trust that does not meet the

requirements of this chapter is an unincorporated association.

(TREITA 28.10(A) (part), (B).)
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Sec.A200.003.AACONFLICT WITH OTHER LAW. In case of conflict

between this chapter and Chapters 20 and 21, this chapter controls.

Chapters 20 and 21 do not control over this chapter merely because a

provision of Chapter 20 or 21 is more or less extensive,

restrictive, or detailed than a similar provision of this chapter.

(TREITA 28.10(A) (part).)

Sec.A200.004.AAULTRA VIRES ACTS. (a) Lack of capacity of a

real estate investment trust may not be the basis of any claim or

defense at law or in equity.

(b)AAAn act of a real estate investment trust or a transfer of

property by or to a real estate investment trust is not invalid

because the act or transfer was:

(1)AAbeyond the scope of the purpose or purposes of the

real estate investment trust as expressed in the real estate

investment trust’s certificate of formation; or

(2)AAinconsistent with a limitation on the authority of

an officer or trust manager to exercise a statutory power of the

real estate investment trust, as that limitation is expressed in

the real estate investment trust ’s certificate of formation.

(c)AAThe fact that an act or transfer is beyond the scope of

the expressed purpose or purposes of the real estate investment

trust or is inconsistent with an expressed limitation on the

authority of an officer or trust manager may be asserted in a

proceeding:

(1)AAby a shareholder against the real estate

investment trust to enjoin the performance of an act or the transfer

of property by or to the real estate investment trust; or
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(2)AAby the real estate investment trust, acting

directly or through a receiver, trustee, or other legal

representative, or through shareholders in a representative suit,

against an officer or trust manager or former officer or trust

manager of the real estate investment trust for exceeding that

person’s authority.

(d)AAIf the unauthorized act or transfer sought to be

enjoined under Subsection (c)(1) is being or is to be performed or

made under a contract to which the real estate investment trust is a

party and if each party to the contract is a party to the

proceeding, the court may set aside and enjoin the performance of

the contract. The court may award to the real estate investment

trust or to another party to the contract, as appropriate,

compensation for loss or damage resulting from the action of the

court in setting aside and enjoining the performance of the

contract, excluding loss of anticipated profits. (TREITA 3.20.)

Sec.A200.005.AASUPPLEMENTARY POWERS OF REAL ESTATE

INVESTMENT TRUST. (a) Subject to Section 2.113(a) and in addition

to the powers specified in Section 2.101, a real estate investment

trust may engage in activities mandated or authorized by:

(1)AAprovisions of the Internal Revenue Code that are

related to or govern real estate investment trusts; and

(2)AAregulations adopted under the Internal Revenue

Code.

(b)AAThis section does not authorize a real estate investment

trust or an officer or trust manager of a real estate investment

trust to exercise a power in a manner inconsistent with a limitation
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on the purposes or powers of the real estate investment trust

contained in:

(1)AAthe trust’s certificate of formation;

(2)AAthis code; or

(3)AAanother law of this state. (TREITA 6.10(A)

(part), (B) (part).)

Sec.A200.006.AAREQUIREMENT THAT FILING INSTRUMENT BE SIGNED

BY OFFICER. Unless otherwise provided by this chapter, a filing

instrument of a real estate investment trust may be signed by an

officer of the real estate investment trust. (TREITA 22.40(A)

(part), 22.70(D) (part), 23.40(A) (part).)

[Sections 200.007-200.050 reserved for expansion]

SUBCHAPTER B. FORMATION AND GOVERNING DOCUMENTS

Sec.A200.051.AADECLARATION OF TRUST. For purposes of this

code, the certificate of formation of a real estate investment

trust is a declaration of trust. The certificate of formation may be

titled "declaration of trust" or "certificate of formation."

(New.)

Sec.A200.052.AANO PROPERTY RIGHT IN CERTIFICATE OF

FORMATION. A shareholder of a real estate investment trust does not

have a vested property right resulting from the certificate of

formation, including a provision in the certificate of formation

relating to the management, control, capital structure, dividend

entitlement, purpose, or duration of the real estate investment

trust. (TREITA 22.10(B).)

Sec.A200.053.AAPROCEDURES TO ADOPT AMENDMENT TO CERTIFICATE

OF FORMATION. (a) To adopt an amendment to the certificate of
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formation of a real estate investment trust as provided by

Subchapter B, Chapter 3, the trust managers shall:

(1)AAadopt a resolution stating the proposed amendment;

and

(2)AAfollow the procedures prescribed by Sections

200.054-200.056.

(b)AAThe resolution may incorporate the proposed amendment

in a restated certificate of formation that complies with Section

3.059. (TREITA 22.20.)

Sec.A200.054.AAADOPTION OF AMENDMENT BY TRUST MANAGERS. If a

real estate investment trust does not have any issued and

outstanding shares, the trust managers may adopt a proposed

amendment to the real estate investment trust ’s certificate of

formation by resolution without shareholder approval. (TREITA

22.20(A) (part).)

Sec.A200.055.AAADOPTION OF AMENDMENT BY SHAREHOLDERS. If a

real estate investment trust has issued and outstanding shares:

(1)AAa resolution described by Section 200.053 must

also direct that the proposed amendment be submitted to a vote of

the shareholders at a meeting; and

(2)AAthe shareholders must approve the proposed

amendment in the manner provided by Section 200.056. (TREITA

22.20(A) (part).)

Sec.A200.056.AANOTICE OF AND MEETING TO CONSIDER PROPOSED

AMENDMENT. (a) Each shareholder of record entitled to vote shall be

given written notice containing the proposed amendment or a summary

of the changes to be effected within the time and in the manner
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provided by this code for giving notice of meetings to

shareholders. If the proposed amendment is to be considered at an

annual meeting, the proposed amendment or summary may be included

in the notice required to be provided for an annual meeting.

(b)AAAt the meeting, the proposed amendment shall be adopted

only on receiving the affirmative vote of shareholders entitled to

vote required by Section 200.261.

(c)AAAn unlimited number of amendments may be submitted for

adoption by the shareholders at a meeting. (TREITA 22.20(A)

(part), (B).)

Sec.A200.057.AAADOPTION OF RESTATED CERTIFICATE OF

FORMATION. (a) A real estate investment trust may adopt a restated

certificate of formation as provided by Subchapter B, Chapter 3, by

following the same procedures to amend its certificate of formation

under Sections 200.053-200.056, except that shareholder approval

is not required if an amendment is not adopted.

(b)AAIf shares of the real estate investment trust have not

been issued and the restated certificate of formation is adopted by

the trust managers, the majority of the trust managers may sign the

restated certificate of formation on behalf of the real estate

investment trust. (TREITA 22.70(A) (part), (D) (part).)

Sec.A200.058.AABYLAWS. (a) The trust managers of a real

estate investment trust shall adopt initial bylaws.

(b)AAThe bylaws may contain provisions for the regulation and

management of the affairs of the real estate investment trust that

are consistent with law and the real estate investment trust ’s

certificate of formation.
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(c)AAThe trust managers of a real estate investment trust may

amend or repeal bylaws or adopt new bylaws unless:

(1)AAthe real estate investment trust ’s certificate of

formation or this chapter wholly or partly reserves the power

exclusively to the real estate investment trust ’s shareholders; or

(2)AAin amending, repealing, or adopting a bylaw, the

shareholders expressly provide that the trust managers may not

amend, repeal, or readopt that bylaw. (TREITA 9.10(A), (B).)

Sec.A200.059.AADUAL AUTHORITY. Unless the certificate of

formation or a bylaw adopted by the shareholders provides otherwise

as to all or a part of a real estate investment trust ’s bylaws, the

shareholders of a real estate investment trust may amend, repeal,

or adopt the bylaws of the real estate investment trust even if the

bylaws may also be amended, repealed, or adopted by the trust

managers of the real estate investment trust. (TREITA 9.10(C).)

Sec.A200.060.AAORGANIZATION MEETING. (a) After the real

estate investment trust has been formed, the initial trust managers

of the real estate investment trust shall hold an organization

meeting, at the call of a majority of those trust managers, for the

purpose of adopting bylaws, electing officers, and transacting

other business.

(b)AANot later than the third day before the date of the

meeting, the initial trust managers calling the meeting shall send

notice of the time and place of the meeting to the other initial

trust managers named in the certificate of formation. (TREITA

3.10(C).)

[Sections 200.061-200.100 reserved for expansion]
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SUBCHAPTER C. SHARES

Sec.A200.101.AANUMBER. A real estate investment trust may

issue the number of shares stated in the real estate investment

trust’s certificate of formation. (TREITA 3.10(A) (part).)

Sec.A200.102.AACLASSIFICATION OF SHARES. A real estate

investment trust may provide in the real estate investment trust ’s

certificate of formation:

(1)AAthat a specified class of shares is preferred over

another class of shares as to its distributive share of the assets

on voluntary or involuntary liquidation of the real estate

investment trust;

(2)AAthe amount of a preference described by

Subdivision (1);

(3)AAthat a specified class of shares may be redeemed at

the option of the real estate investment trust or of the holders of

the shares;

(4)AAthe terms and conditions of a redemption of shares

described by Subdivision (3), including the time and price of

redemption;

(5)AAthat a specified class of shares may be converted

into shares of one or more other classes;

(6)AAthe terms and conditions of a conversion described

by Subdivision (5);

(7)AAthat a holder of a specified security issued or to

be issued by the real estate investment trust has voting or other

rights authorized by law; and

(8)AAfor other preferences, rights, restrictions,
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including restrictions on transferability, and qualifications

consistent with law. (TREITA 3.30(A) (part).)

Sec.A200.103.AACLASSES OF SHARES ESTABLISHED BY TRUST

MANAGERS. (a) A real estate investment trust may provide in the

real estate investment trust ’s certificate of formation that the

trust managers may classify or reclassify any unissued shares by

setting or changing the preferences, conversion or other rights,

voting powers, restrictions, limitations as to dividends,

qualifications, or terms or conditions of redemption of the shares.

(b)AABefore issuing shares, the trust managers who perform as

authorized by the certificate of formation an action described by

Subsection (a) must file with the county clerk of the county of the

principal place of business of the real estate investment trust a

statement of designation that contains:

(1)AAa description of the shares, including the

preferences, conversion and other rights, voting powers,

restrictions, limitations as to dividends, qualifications, and

terms and conditions of redemption, as set or changed by the trust

managers; and

(2)AAa statement that the shares have been classified

or reclassified by the trust managers as authorized by the

certificate of formation. (TREITA 3.30(A) (part), (B).)

Sec.A200.104.AAISSUANCE OF SHARES. (a) A real estate

investment trust may issue shares for consideration if authorized

by the trust managers.

(b)AAShares may not be issued until the consideration,

determined in accordance with this subchapter, has been paid to the
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real estate investment trust or to another entity of which all of

the outstanding ownership interests are directly or indirectly

owned by the real estate investment trust. When the consideration

is paid:

(1)AAthe shares are considered to be issued;

(2)AAthe shareholder entitled to receive the shares is

a shareholder with respect to the shares; and

(3)AAthe shares are considered fully paid and

nonassessable. (TREITA 7.30(A) (part), (B) (part).)

Sec.A200.105.AATYPES OF CONSIDERATION FOR ISSUANCE OF

SHARES. Shares with or without par value may be issued by a real

estate investment trust for the following types of consideration:

(1)AAa tangible or intangible benefit to the real

estate investment trust;

(2)AAcash;

(3)AAa promissory note;

(4)AAservices performed or a contract for services to

be performed;

(5)AAa security of the real estate investment trust or

any other organization; and

(6)AAany other property of any kind or nature. (TREITA

7.30(B) (part).)

Sec.A200.106.AADETERMINATION OF CONSIDERATION FOR SHARES.

Consideration to be received by a real estate investment trust for

shares shall be determined by the trust managers. (TREITA 7.30(A)

(part).)

Sec.A200.107.AAAMOUNT OF CONSIDERATION FOR ISSUANCE OF
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SHARES WITH PAR VALUE. Consideration to be received by a real estate

investment trust for the issuance of shares with par value may not

be less than the par value of the shares. (TREITA 7.30(A) (part).)

Sec.A200.108.AAVALUE OF CONSIDERATION. In the absence of

fraud in the transaction, the judgment of the trust managers is

conclusive in determining the value of the consideration received

for the shares. (TREITA 7.30(C).)

Sec.A200.109.AALIABILITY OF ASSIGNEE OR TRANSFEREE. An

assignee or transferee of certificated shares, uncertificated

shares, or a subscription for shares in good faith and without

knowledge that full consideration for the shares or subscription

has not been paid may not be held personally liable to the real

estate investment trust or a creditor of the real estate investment

trust for an unpaid portion of the consideration. (TREITA

8.10(C).)

Sec.A200.110.AASUBSCRIPTIONS. (a) A real estate investment

trust may accept a subscription by notifying the subscriber in

writing.

(b)AAA subscription to purchase shares in a real estate

investment trust that is in the process of being formed is

irrevocable for six months if the subscription is in writing and

signed by the subscriber unless the subscription provides for a

longer or shorter period or all of the other subscribers agree to

the revocation of the subscription.

(c)AAA written subscription entered into after the real

estate investment trust is formed is a contract between the

subscriber and the real estate investment trust. (TREITA 7.10(A),
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(C).)

Sec.A200.111.AAPREFORMATION SUBSCRIPTION. (a) A real estate

investment trust may determine the payment terms of a preformation

subscription unless the payment terms are specified by the

subscription. The payment terms may authorize payment in full on

acceptance or by installments.

(b)AAUnless the subscription provides otherwise, a real

estate investment trust shall make calls placed to all subscribers

of similar interests for payment on preformation subscriptions

uniform as far as practicable.

(c)AAAfter the real estate investment trust is formed, if a

subscriber fails to pay any installment or call when due, the real

estate investment trust may:

(1)AAcollect in the same manner as any other debt the

amount due on any unpaid preformation subscription; or

(2)AAforfeit the subscription if the installment or

call remains unpaid for 20 days after written notice to the

subscriber.

(d)AAAlthough the forfeiture of a subscription terminates

all the rights and obligations of the subscriber, the real estate

investment trust may retain any amount previously paid on the

subscription. (TREITA 7.10(D).)

Sec.A200.112.AACOMMITMENT IN CONNECTION WITH PURCHASE OF

SHARES. (a) A person who contemplates the acquisition of shares in

a real estate investment trust may commit to act in a specified

manner with respect to the shares after the acquisition, including

the voting of the shares or the retention or disposition of the
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shares. To be binding, the commitment must be in writing and be

signed by the person acquiring the shares.

(b)AAA written commitment entered into under Subsection (a)

is a contract between the shareholder and the real estate

investment trust. (New.)

Sec.A200.113.AASUPPLEMENTAL REQUIRED RECORDS. In addition to

the books and records required to be kept under Section 3.151, a

real estate investment trust must keep at its principal office or

place of business, or at the office of its transfer agent or

registrar, a record of the number of shares held by each

shareholder. (TREITA 18.10(A) (part).)

[Sections 200.114-200.150 reserved for expansion]

SUBCHAPTER D. SHAREHOLDER RIGHTS AND RESTRICTIONS

Sec.A200.151.AAREGISTERED HOLDERS AS OWNERS. Except as

otherwise provided by this code and subject to Chapter 8, Business &

Commerce Code, a real estate investment trust may consider the

person registered as the owner of a share in the share transfer

records of the real estate investment trust at a particular time,

including a record date set under Section 6.102, as the owner of

that share at that time for purposes of:

(1)AAvoting the share;

(2)AAreceiving distributions on the share;

(3)AAtransferring the share;

(4)AAreceiving notice, exercising rights of dissent and

appraisal, exercising or waiving a preemptive right, or giving

proxies with respect to that share; or

(5)AAentering into agreements with respect to that
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share in accordance with Section 6.251 or 6.252 or with this

subchapter. (TREITA 11.20(A).)

Sec.A200.152.AANO STATUTORY PREEMPTIVE RIGHT UNLESS

SPECIFICALLY PROVIDED BY CERTIFICATE OF FORMATION. A shareholder of

a real estate investment trust does not have a preemptive right to

acquire securities except to the extent specifically provided by

the certificate of formation. (TREITA 3.30(A) (part).)

Sec.A200.153.AACHARACTERIZATION AND TRANSFER OF SHARES AND

OTHER SECURITIES. Except as otherwise provided by this code, the

shares and other securities of a real estate investment trust are:

(1)AApersonal property for all purposes; and

(2)AAtransferable in accordance with Chapter 8,

Business & Commerce Code. (TREITA 7.40(A).)

Sec.A200.154.AARESTRICTION ON TRANSFER OF SHARES AND OTHER

SECURITIES. (a) A restriction on the transfer or registration of

transfer of a security may be imposed by:

(1)AAthe real estate investment trust ’s certificate of

formation;

(2)AAthe real estate investment trust ’s bylaws;

(3)AAa written agreement among two or more holders of

the securities; or

(4)AAa written agreement among one or more holders of

the securities and the real estate investment trust if:

(A)AAthe real estate investment trust files a copy

of the agreement at the principal place of business or registered

office of the real estate investment trust; and

(B)AAthe copy of the agreement is subject to the
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same right of examination by a shareholder of the real estate

investment trust, in person or by agent, attorney, or accountant,

as the books and records of the real estate investment trust.

(b)AAA restriction imposed under Subsection (a) is not valid

with respect to a security issued before the restriction has been

adopted, unless the holder of the security voted in favor of the

restriction or is a party to the agreement imposing the

restriction. (TREITA 7.40(B).)

Sec.A200.155.AAVALID RESTRICTION ON TRANSFER.

Notwithstanding Sections 200.154 and 200.157, a restriction placed

on the transfer or registration of transfer of a security of a real

estate investment trust is valid if the restriction reasonably:

(1)AAobligates the holder of the restricted security to

offer a person, including the real estate investment trust or other

holders of securities of the real estate investment trust, an

opportunity to acquire the restricted security within a reasonable

time before the transfer;

(2)AAobligates the real estate investment trust, to the

extent provided by this code, or another person to purchase a

security that is the subject of an agreement relating to the

purchase and sale of the restricted security;

(3)AArequires the real estate investment trust or the

holders of a class of the real estate investment trust ’s securities

to consent to a proposed transfer of the restricted security or to

approve the proposed transferee of the restricted security for the

purpose of preventing a violation of law;

(4)AAprohibits the transfer of the restricted security
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to a designated person or group of persons and the designation is

not manifestly unreasonable; or

(5)AAmaintains a tax advantage to the real estate

investment trust, including maintaining its status as a real estate

investment trust under the relevant provisions of the Internal

Revenue Code and regulations adopted under the Internal Revenue

Code. (TREITA 7.40(E).)

Sec.A200.156.AABYLAW OR AGREEMENT RESTRICTING TRANSFER OF

SHARES OR OTHER SECURITIES. (a) A real estate investment trust that

has adopted a bylaw or is a party to an agreement that restricts the

transfer of the shares or other securities of the real estate

investment trust may file with the county clerk of the county of the

principal place of business of the real estate investment trust a

copy of the bylaw or agreement and a statement attached to the copy

that:

(1)AAcontains the name of the real estate investment

trust;

(2)AAstates that the attached copy of the bylaw or

agreement is a true and correct copy of the bylaw or agreement; and

(3)AAstates that the filing has been authorized by the

trust managers or shareholders, as appropriate.

(b)AAAfter the statement is filed with the county clerk, the

bylaws or agreement restricting the transfer of shares or other

securities is a public record, and the fact that the statement has

been filed must be stated on a certificate representing the

restricted shares or securities if required by Section 3.202.

(c)AAA real estate investment trust that is a party to an
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agreement restricting the transfer of the shares or other

securities of the real estate investment trust may make the

agreement part of the real estate investment trust ’s certificate of

formation without restating the provisions of the agreement in the

certificate of formation by complying with this code or amending

the certificate of formation. If the agreement alters the original

or amended certificate of formation, the altered provision must be

identified by reference or description in the certificate of

amendment. If the agreement is an addition to the original or

amended certificate of formation, the certificate of amendment must

state that fact.

(d)AAThe certificate of amendment must:

(1)AAinclude a copy of the agreement restricting the

transfer of shares or other securities;

(2)AAstate that the attached copy of the agreement is a

true and correct copy of the agreement; and

(3)AAstate that inclusion of the certificate of

amendment as part of the certificate of formation has been

authorized in the manner required by this code to amend the

certificate of formation. (TREITA 7.40(F)(1), (2), (4), (G).)

Sec.A200.157.AAENFORCEABILITY OF RESTRICTION ON TRANSFER OF

CERTAIN SECURITIES. (a) A restriction placed on the transfer or

registration of the transfer of a security of a real estate

investment trust is specifically enforceable against the holder, or

a successor or transferee of the holder, if:

(1)AAthe restriction is reasonable and noted

conspicuously on the certificate or other instrument representing
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the security; or

(2)AAwith respect to an uncertificated security, the

restriction is reasonable and a notation of the restriction is

contained in the notice sent with respect to the security under

Section 3.205.

(b)AAUnless noted in the manner specified by Subsection (a)

with respect to a certificate or other instrument or an

uncertificated security, an otherwise enforceable restriction is

ineffective against a transferee for value without actual knowledge

of the restriction at the time of the transfer or against a

subsequent transferee, regardless of whether the transfer is for

value. A restriction is specifically enforceable against a person

other than a transferee for value from the time the person acquires

actual knowledge of the restriction ’s existence. (TREITA 7.40(C),

(D).)

Sec.A200.158.AAJOINT OWNERSHIP OF SHARES. (a) If shares are

registered on the books of a real estate investment trust in the

names of two or more persons as joint owners with the right of

survivorship and one of the owners dies, the real estate investment

trust may record on its books and effect the transfer of the shares

to a person, including the surviving joint owner, and pay any

distributions made with respect to the shares, as if the surviving

joint owner was the sole owner of the shares. The recording and

distribution authorized by this subsection must be made after the

death of a joint owner and before the real estate investment trust

receives actual written notice that a party other than a surviving

joint owner is claiming an interest in the shares or distribution.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

723



(b)AAThe discharge of a real estate investment trust from

liability under Section 200.160 and the transfer of full legal and

equitable title of the shares does not affect, reduce, or limit any

cause of action existing in favor of an owner of an interest in the

shares or distribution against the surviving owner. (TREITA

7.40(H) (part).)

Sec.A200.159.AALIABILITY FOR DESIGNATING OWNER OF SHARES. A

real estate investment trust or an officer, trust manager,

employee, or agent of the real estate investment trust may not be

held liable for considering a person to be the owner of a share for a

purpose described by Section 200.151, regardless of whether the

person possesses a certificate for those shares. (TREITA

11.20(B).)

Sec.A200.160.AALIABILITY REGARDING JOINT OWNERSHIP OF

SHARES. A real estate investment trust that transfers shares or

makes a distribution to a surviving joint owner under Section

200.158 before the real estate investment trust has received a

written claim for the shares or distribution from another person is

discharged from liability for the transfer or payment. (TREITA

7.40(H) (part).)

Sec.A200.161.AALIMITATION OF LIABILITY FOR OBLIGATIONS. (a)

A holder of shares, an owner of any beneficial interest in shares,

or a subscriber for shares whose subscription has been accepted is

not under an obligation to the real estate investment trust or its

obligees with respect to:

(1)AAthe shares, other than the obligation to pay to the

real estate investment trust the full amount of consideration,
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fixed in compliance with Sections 200.104-200.108, for which the

shares were or are to be issued;

(2)AAany contractual obligation of the real estate

investment trust on the basis that the holder, beneficial owner, or

subscriber is or was the alter ego of the real estate investment

trust or on the basis of actual or constructive fraud, a sham to

perpetrate a fraud, or other similar theory; or

(3)AAany obligation of the real estate investment trust

on the basis of the failure of the real estate investment trust to

observe any formality, including the failure to:

(A)AAcomply with this code or the declaration of

trust or bylaws of the real estate investment trust; or

(B)AAobserve any requirement prescribed by this

code or the declaration of trust or bylaws of the real estate

investment trust for acts to be taken by the real estate investment

trust or its trust managers or shareholders.

(b)AASubsection (a)(2) does not prevent or limit the

liability of a holder, beneficial owner, or subscriber if the

obligee demonstrates that the holder, beneficial owner, or

subscriber caused the real estate investment trust to be used for

the purpose of perpetrating and did perpetrate an actual fraud on

the obligee primarily for the direct personal benefit of the

holder, beneficial owner, or subscriber. (TREITA 8.10(A).)

Sec.A200.162.AAPREEMPTION OF LIABILITY. The liability of a

holder, beneficial owner, or subscriber of shares of a real estate

investment trust for an obligation that is limited by Section

200.161 is exclusive and preempts any other liability imposed for
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that obligation under common law or otherwise. (TREITA 8.10(B)

(part).)

Sec.A200.163.AAEXCEPTIONS TO LIMITATIONS. Section 200.161 or

200.162 does not limit the obligation of a holder, beneficial

owner, or subscriber to the obligee of the real estate investment

trust if that person:

(1)AAexpressly assumes, guarantees, or agrees to be

personally liable to the obligee for the obligation; or

(2)AAis otherwise liable to the obligee for the

obligation under this code or other applicable statute. (TREITA

8.10(B) (part).)

Sec.A200.164.AAPLEDGEES AND TRUST ADMINISTRATORS. (a) A

pledgee or other holder of shares as collateral security is not

personally liable as a shareholder.

(b)AAAn executor, administrator, conservator, guardian,

trustee, assignee for the benefit of creditors, or receiver is not

personally liable as a holder of or subscriber to shares of a real

estate investment trust.

(c)AAThe estate and funds administered by an executor,

administrator, conservator, guardian, trustee, assignee for the

benefit of creditors, or receiver are liable for the full amount of

the consideration for which the shares were or are to be issued.

(TREITA 8.10(D), (E).)

[Sections 200.165-200.200 reserved for expansion]

SUBCHAPTER E. DISTRIBUTIONS AND SHARE DIVIDENDS

Sec.A200.201.AAAUTHORITY FOR DISTRIBUTIONS. The trust

managers of a real estate investment trust may authorize a
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distribution and the real estate investment trust may make a

distribution, subject to Section 200.202 and any restriction in the

certificate of formation. (TREITA 14.10(A).)

Sec.A200.202.AALIMITATIONS ON DISTRIBUTIONS. (a) A real

estate investment trust may not make a distribution:

(1)AAif the real estate investment trust would be

insolvent after the distribution; or

(2)AAthat is more than the surplus of the real estate

investment trust.

(b)AANotwithstanding Subsection (a)(2), if the net assets of

a real estate investment trust are not less than the amount of the

proposed distribution, the real estate investment trust may make a

distribution involving a purchase or redemption of its own shares

if the purchase or redemption is made by the real estate investment

trust to:

(1)AAeliminate fractional shares;

(2)AAcollect or settle indebtedness owed by or to the

real estate investment trust;

(3)AApay dissenting shareholders entitled to receive

payment for their shares under this chapter; or

(4)AAeffect the purchase or redemption of redeemable

shares in accordance with this code. (TREITA 14.10(B), (C).)

Sec.A200.203.AAPRIORITY OF DISTRIBUTIONS. A real estate

investment trust’s indebtedness that arises as a result of the

declaration of a distribution and a real estate investment trust ’s

indebtedness issued in a distribution are at parity with the real

estate investment trust’s indebtedness to its general, unsecured
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creditors, except to the extent the indebtedness is subordinated,

or payment of that indebtedness is secured, by agreement. (TREITA

14.10(D).)

Sec.A200.204.AARESERVES, DESIGNATIONS, AND ALLOCATIONS FROM

SURPLUS. (a) A real estate investment trust, by resolution of the

trust managers of the real estate investment trust, may:

(1)AAcreate a reserve out of the surplus of the real

estate investment trust; or

(2)AAdesignate or allocate in any manner a part or all

of the real estate investment trust ’s surplus for a proper purpose.

(b)AAA real estate investment trust may increase, decrease,

or abolish a reserve, designation, or allocation in the manner

provided by Subsection (a). (TREITA 14.60.)

Sec.A200.205.AAAUTHORITY FOR SHARE DIVIDENDS. The trust

managers of a real estate investment trust may authorize a share

dividend, and the real estate investment trust may pay a share

dividend subject to Section 200.206 and any restriction in the

certificate of formation. (TREITA 14.20(A).)

Sec.A200.206.AALIMITATIONS ON SHARE DIVIDENDS. (a) A real

estate investment trust may not pay a share dividend in authorized

but unissued shares of any class if the surplus of the real estate

investment trust is less than the amount required by Section

200.208 to be transferred to stated capital at the time the share

dividend is made.

(b)AAA share dividend in shares of any class may not be made

to a holder of shares of any other class unless:

(1)AAthe real estate investment trust ’s certificate of
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formation provides for the dividend; or

(2)AAthe share dividend is authorized by the

affirmative vote or the written consent of the holders of at least a

majority of the outstanding shares of the class in which the share

dividend is to be made. (TREITA 14.20(B), (E).)

Sec.A200.207.AAVALUE OF SHARES ISSUED AS SHARE DIVIDENDS.

(a) A share dividend payable in authorized but unissued shares with

par value shall be issued at the par value of the shares.

(b)AAA share dividend payable in authorized but unissued

shares without par value shall be issued at the value set by the

trust managers when the share dividend is authorized. (TREITA

14.20(C) (part), (D) (part).)

Sec.A200.208.AATRANSFER OF SURPLUS FOR SHARE DIVIDENDS. (a)

When a share dividend payable in authorized but unissued shares

with par value is made by a real estate investment trust, an amount

of surplus designated by the trust managers that is not less than

the aggregate par value of the shares issued as a share dividend

shall be transferred to stated capital.

(b)AAWhen a share dividend payable in authorized but unissued

shares without par value is made by a real estate investment trust,

an amount of surplus equal to the aggregate value set by the trust

managers with respect to the shares under Section 200.207(b) shall

be transferred to stated capital. (TREITA 14.20(C) (part), (D)

(part).)

Sec.A200.209.AADETERMINATION OF SOLVENCY, NET ASSETS, STATED

CAPITAL, AND SURPLUS. (a) The determination of whether a real

estate investment trust is or would be insolvent and the
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determination of the value of a real estate investment trust ’s net

assets, stated capital, or surplus and each of the components of net

assets, stated capital, or surplus may be based on:

(1)AAfinancial statements of the real estate investment

trust that present the financial condition of the real estate

investment trust in accordance with generally accepted accounting

principles, including financial statements that include subsidiary

entities or other entities accounted for on a consolidated basis or

on the equity method of accounting;

(2)AAfinancial statements prepared using the method of

accounting used to file the real estate investment trust ’s federal

income tax return or using any other accounting practices and

principles that are reasonable under the circumstances;

(3)AAfinancial information, including condensed or

summary financial statements, that is prepared on the same basis as

financial statements described by Subdivision (1) or (2);

(4)AAa projection, a forecast, or other forward-looking

information relating to the future economic performance, financial

condition, or liquidity of the real estate investment trust that is

reasonable under the circumstances;

(5)AAa fair valuation or information from any other

method that is reasonable under the circumstances; or

(6)AAa combination of a statement, a valuation, or

information authorized by this section.

(b)AASubsection (a) does not apply to the computation of any

tax imposed under the laws of this state. (TREITA 14.40.)

Sec.A200.210.AADATE OF DETERMINATION OF SURPLUS. (a) For
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purposes of this subchapter, a determination of whether a real

estate investment trust is or would be made insolvent by a

distribution or share dividend or a determination of the value of a

real estate investment trust’s surplus shall be made:

(1)AAon the date the distribution or share dividend is

authorized by the trust managers of the real estate investment

trust if the distribution or the share dividend is made not later

than the 120th day after the date of authorization; or

(2)AAif the distribution or the share dividend is made

more than 120 days after the date of authorization:

(A)AAon the date designated by the trust managers

if the date so designated is not earlier than 120 days before the

date the distribution or the share dividend is made; or

(B)AAon the date the distribution or the share

dividend is made if the trust managers do not designate a date as

described in Paragraph (A).

(b)AAFor purposes of this section, a distribution that

involves:

(1)AAthe incurrence by a real estate investment trust

of indebtedness or a deferred payment obligation is considered to

have been made on the date the indebtedness or obligation is

incurred; or

(2)AAa contract by the real estate investment trust to

acquire any of its own shares is considered to have been made on the

date when the contract is made or takes effect or on the date the

shares are acquired, at the option of the real estate investment

trust. (TREITA 14.50.)
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Sec.A200.211.AASPLIT-UP OR DIVISION OF SHARES. The trust

managers of a real estate investment trust may authorize the real

estate investment trust to carry out any split-up or division of the

issued shares of a class of the real estate investment trust into a

larger number of shares within the same class that does not increase

the stated capital of the real estate investment trust because the

split-up or division of issued shares is not a share dividend or a

distribution. (TREITA 14.30.)

[Sections 200.212-200.250 reserved for expansion]

SUBCHAPTER F. SHAREHOLDERS’ MEETINGS; VOTING AND QUORUM

Sec.A200.251.AAANNUAL MEETING. (a) An annual meeting of the

shareholders of a real estate investment trust shall be held at a

time that is stated in or set in accordance with the bylaws of the

real estate investment trust.

(b)AAIf the annual meeting is not held at the designated

time, a shareholder may by certified or registered mail make a

written request to an officer or trust manager of the real estate

investment trust that the meeting be held within a reasonable time.

If the annual meeting is not called before the 61st day after the

date the request calling for a meeting is made, any shareholder may

bring suit at law or in equity to compel the meeting to be held.

(c)AAEach shareholder has a justifiable interest sufficient

to enable the shareholder to institute and prosecute a legal

proceeding described by this section.

(d)AAThe failure to hold an annual meeting at the designated

time does not result in the winding up or termination of the real

estate investment trust. (TREITA 10.10(B).)
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Sec.A200.252.AASPECIAL MEETINGS. A special meeting of the

shareholders of a real estate investment trust may be called by:

(1)AAa trust manager, an officer of the real estate

investment trust, or any other person authorized to call special

meetings by the certificate of formation or bylaws of the real

estate investment trust; or

(2)AAthe holders of at least 10 percent of all of the

shares of the real estate investment trust entitled to vote at the

proposed special meeting unless a greater or lesser percentage of

shares is specified in the certificate of formation, not to exceed

50 percent of the shares entitled to vote. (TREITA 10.10(C).)

Sec.A200.253.AANOTICE OF MEETING. (a) Written notice of a

meeting in accordance with Section 6.051 shall be given to each

shareholder entitled to vote at the meeting not later than the 10th

day and not earlier than the 60th day before the date of the

meeting. Notice shall be given in person or by mail by or at the

direction of a trust manager, officer, or other person calling the

meeting.

(b)AAThe notice of a special meeting must contain a statement

regarding the purpose or purposes of the meeting. (TREITA 11.10(A)

(part).)

Sec.A200.254.AACLOSING OF SHARE TRANSFER RECORDS. Share

transfer records that are closed in accordance with Section 6.101

for the purpose of determining which shareholders are entitled to

receive notice of a meeting of shareholders shall remain closed for

at least 10 days immediately preceding the date of the meeting.

(TREITA 11.20(C) (part).)
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Sec.A200.255.AARECORD DATE FOR WRITTEN CONSENT TO ACTION.

The record date provided in accordance with Section 6.102(a) may

not be more than 10 days after the date on which the trust managers

adopt the resolution setting the record date. (TREITA 11.20(D)

(part).)

Sec.A200.256.AARECORD DATE FOR PURPOSE OTHER THAN WRITTEN

CONSENT TO ACTION. The record date provided by the trust managers in

accordance with Section 6.101 must be at least 10 days before the

date on which the particular action requiring the determination of

shareholders is to be taken. (TREITA 11.20(C) (part).)

Sec.A200.257.AAQUORUM. (a) Subject to Subsection (b), the

holders of the majority of the shares entitled to vote at a meeting

of the shareholders of a real estate investment trust that are

present or represented by proxy at the meeting are a quorum for the

consideration of a matter to be presented at that meeting.

(b)AAThe certificate of formation of a real estate investment

trust may provide that a quorum is present only if:

(1)AAthe holders of a specified portion of the shares

that is greater than the majority of the shares entitled to vote are

represented at the meeting in person or by proxy; or

(2)AAthe holders of a specified portion of the shares

that is less than the majority but not less than one-third of the

shares entitled to vote are represented at the meeting in person or

by proxy.

(c)AAUnless provided by the certificate of formation or

bylaws of the real estate investment trust, after a quorum is

present at a meeting of shareholders, the shareholders may conduct
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business properly brought before the meeting until the meeting is

adjourned. The subsequent withdrawal from the meeting of a

shareholder or the refusal of a shareholder present at or

represented by proxy at the meeting to vote does not negate the

presence of a quorum at the meeting.

(d)AAUnless provided by the certificate of formation or

bylaws, the shareholders of the real estate investment trust at a

meeting at which a quorum is not present may adjourn the meeting

until the time and to the place as may be determined by a vote of the

holders of the majority of the shares who are present or represented

by proxy at the meeting. (TREITA 12.10(A), (B).)

Sec.A200.258.AAVOTING IN ELECTION OF TRUST MANAGERS. (a)

Subject to Subsection (b), trust managers of a real estate

investment trust shall be elected by two-thirds of the votes cast by

the holders of shares entitled to vote in the election of trust

managers at a meeting of shareholders at which a quorum is present.

(b)AAThe certificate of formation or bylaws of a real estate

investment trust may provide that a trust manager of the real estate

investment trust shall be elected only if the trust manager

receives:

(1)AAthe vote of the holders of a specified portion, but

not less than the majority, of the shares entitled to vote in the

election of trust managers;

(2)AAthe vote of the holders of a specified portion, but

not less than the majority, of the shares entitled to vote in the

election of trust managers and represented in person or by proxy at

a meeting of shareholders at which a quorum is present; or
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(3)AAthe vote of the holders of a specified portion, but

not less than the majority, of the votes cast by the holders of

shares entitled to vote in the election of trust managers at a

meeting of shareholders at which a quorum is present.

(c)AASubject to Section 200.259, at each election of trust

managers of a real estate investment trust, each shareholder

entitled to vote at the election is entitled to vote, in person or

by proxy, the number of shares owned by the shareholder for as many

candidates as there are trust managers to be elected and for whose

election the shareholder is entitled to vote. (TREITA 12.10(D),

13.10(E)(1).)

Sec.A200.259.AACUMULATIVE VOTING IN ELECTION OF TRUST

MANAGERS. (a) Cumulative voting is allowed only if specifically

authorized by the certificate of formation of a real estate

investment trust.

(b)AACumulative voting occurs when a shareholder:

(1)AAgives one candidate as many votes as the total of

the number of the trust managers to be elected multiplied by the

shareholder’s shares; or

(2)AAdistributes the votes among one or more candidates

using the same principle.

(c)AAIf cumulative voting is specifically authorized by the

certificate of formation, a shareholder who intends to cumulate

votes must give written notice of that intention to the trust

managers on or before the day preceding the date of the election at

which the shareholder intends to cumulate votes. (TREITA

13.10(E)(2).)
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Sec.A200.260.AAVOTING ON MATTERS OTHER THAN ELECTION OF

TRUST MANAGERS. (a) Subject to Subsection (b), with respect to a

matter other than the election of trust managers or a matter for

which the affirmative vote of the holders of a specified portion of

the shares entitled to vote is required by this code, the

affirmative vote of the holders of the majority of the shares

entitled to vote on, and who voted for, against, or expressly

abstained with respect to, the matter at a shareholders ’ meeting of

a real estate investment trust at which a quorum is present is the

act of the shareholders.

(b)AAWith respect to a matter other than the election of

trust managers or a matter for which the affirmative vote of the

holders of a specified portion of the shares entitled to vote is

required by this code, the certificate of formation or bylaws of a

real estate investment trust may provide that the act of the

shareholders of the real estate investment trust is:

(1)AAthe affirmative vote of the holders of a specified

portion, but not less than the majority, of the shares entitled to

vote on that matter;

(2)AAthe affirmative vote of the holders of a specified

portion, but not less than the majority, of the shares entitled to

vote on that matter and represented in person or by proxy at a

shareholders’ meeting at which a quorum is present;

(3)AAthe affirmative vote of the holders of a specified

portion, but not less than the majority, of the shares entitled to

vote on, and who voted for or against, the matter at a shareholders ’

meeting at which a quorum is present; or
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(4)AAthe affirmative vote of the holders of a specified

portion, but not less than the majority, of the shares entitled to

vote on, and who voted for, against, or expressly abstained with

respect to, the matter at a shareholders ’ meeting at which a quorum

is present. (TREITA 12.10(C).)

Sec.A200.261.AAVOTE REQUIRED TO APPROVE FUNDAMENTAL ACTION.

(a) In this section, a "fundamental action" means:

(1)AAan amendment of a certificate of formation;

(2)AAa voluntary winding up under Chapter 11;

(3)AAa revocation of a voluntary decision to wind up

under Section 11.151;

(4)AAa cancellation of an event requiring winding up

under Section 11.152; or

(5)AAa reinstatement under Section 11.202.

(b)AAExcept as otherwise provided by this code or the

certificate of formation or bylaws of a real estate investment

trust in accordance with Section 200.260, the vote required for

approval of a fundamental action by the shareholders is the

affirmative vote of the holders of at least two-thirds of the

outstanding shares entitled to vote on the fundamental action.

(c)AAIf a class or series of shares is entitled to vote as a

class or series on a fundamental action, the vote required for

approval of the action by the shareholders is the affirmative vote

of the holders of at least two-thirds of the outstanding shares in

each class or series of shares entitled to vote on the action as a

class and at least two-thirds of the outstanding shares otherwise

entitled to vote on the action. Shares entitled to vote as a class
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or series shall be entitled to vote only as a class or series unless

otherwise entitled to vote on each matter generally or otherwise

provided by the certificate of formation.

(d)AAUnless an amendment to the certificate of formation is

undertaken by the trust managers under Section 200.103, separate

voting by a class or series of shares of a real estate investment

trust is required for approval of an amendment to the certificate of

formation that would result in:

(1)AAthe increase or decrease of the aggregate number

of authorized shares of the class or series;

(2)AAthe increase or decrease of the par value of the

shares of the class, including changing shares with par value into

shares without par value or changing shares without par value into

shares with par value;

(3)AAeffecting an exchange, reclassification, or

cancellation of all or part of the shares of the class or series;

(4)AAeffecting an exchange or creating a right of

exchange of all or part of the shares of another class or series

into the shares of the class or series;

(5)AAthe change of the designations, preferences,

limitations, or relative rights of the shares of the class or

series;

(6)AAthe change of the shares of the class or series,

with or without par value, into the same or a different number of

shares, with or without par value, of the same class or series or

another class or series;

(7)AAthe creation of a new class or series of shares
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with rights and preferences equal, prior, or superior to the shares

of the class or series;

(8)AAincreasing the rights and preferences of a class

or series with rights and preferences equal, prior, or superior to

the shares of the class or series;

(9)AAincreasing the rights and preferences of a class

or series with rights or preferences later or inferior to the shares

of the class or series in such a manner that the rights or

preferences will be equal, prior, or superior to the shares of the

class or series;

(10)AAdividing the shares of the class into series and

setting and determining the designation of the series and the

variations in the relative rights and preferences between the

shares of the series;

(11)AAthe limitation or denial of existing preemptive

rights or cumulative voting rights of the shares of the class or

series; or

(12)AAcanceling or otherwise affecting the dividends on

the shares of the class or series that have accrued but have not

been declared.

(e)AAUnless otherwise provided by the certificate of

formation, if the holders of the outstanding shares of a class that

is divided into series are entitled to vote as a class on a proposed

amendment that would affect equally all series of the class, other

than a series in which no shares are outstanding or a series that is

not affected by the amendment, the holders of the separate series

are not entitled to separate class votes.
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(f)AAUnless otherwise provided by the certificate of

formation, a proposed amendment to the certificate of formation

that would solely effect changes in the designations, preferences,

limitations, or relative rights, including voting rights, of one or

more series of shares of the real estate investment trust that have

been established under the authority granted to the trust managers

in the certificate of formation in accordance with Section 200.103

does not require the approval of the holders of the outstanding

shares of a class or series other than the affected series if, after

giving effect to the amendment:

(1)AAthe preferences, limitations, or relative rights

of the affected series may be set and determined by the trust

managers with respect to the establishment of a new series of shares

under the authority granted to the trust managers in the

certificate of formation in accordance with Section 200.103; or

(2)AAany new series established as a result of a

reclassification of the affected series are within the preferences,

limitations, and relative rights that are described by Subdivision

(1). (TREITA 19.10 (part), 22.20(A) (part), 22.30.)

Sec.A200.262.AACHANGES IN VOTE REQUIRED FOR CERTAIN MATTERS.

(a) With respect to a matter for which the affirmative vote of the

holders of a specified portion of the shares entitled to vote is

required by this code, the certificate of formation of a real estate

investment trust may provide that the affirmative vote of the

holders of a specified portion, but not less than the majority, of

the shares entitled to vote on that matter is required for

shareholder action on that matter.
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(b)AAWith respect to a matter for which the affirmative vote

of the holders of a specified portion of the shares of a class or

series is required by this code, the certificate of formation may

provide that the affirmative vote of the holders of a specified

portion, but not less than the majority, of the shares of that class

or series is required for action of the holders of shares of that

class or series on that matter.

(c)AAIf a provision of the certificate of formation provides

that the affirmative vote of the holders of a specified portion that

is greater than the majority of the shares entitled to vote on a

matter is required for shareholder action on that matter, the

provision may not be amended, directly or indirectly, without the

same affirmative vote unless otherwise provided by the certificate

of formation.

(d)AAIf a provision of the certificate of formation provides

that the affirmative vote of the holders of a specified portion that

is greater than the majority of the shares of a class or series is

required for shareholder action on a matter, the provision may not

be amended, directly or indirectly, without the same affirmative

vote unless otherwise provided by the certificate of formation.

(TREITA 12.10(E).)

Sec.A200.263.AANUMBER OF VOTES PER SHARE. (a) Except as

provided by the certificate of formation of a real estate

investment trust or this title or Title 1, each outstanding share,

regardless of class, is entitled to one vote on each matter

submitted to a vote at a shareholders ’ meeting.

(b)AAIf the certificate of formation provides for more or
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less than one vote per share on a matter for all of the outstanding

shares or for the shares of a class or series, each reference in

this code or in the certificate of formation or bylaws, unless

expressly stated otherwise, to a specified portion of the shares

with respect to that matter refers to the portion of the votes

entitled to be cast with respect to those shares under the

certificate of formation. (TREITA 13.10(A).)

Sec.A200.264.AAVOTING IN PERSON OR BY PROXY. (a) A

shareholder may vote in person or by proxy executed in writing by

the shareholder.

(b)AAA telegram, telex, cablegram, or other form of

electronic transmission, including telephonic transmission, by the

shareholder, or a photographic, photostatic, facsimile, or similar

reproduction of a writing executed by the shareholder, is

considered an execution in writing for purposes of this section.

Any electronic transmission must contain or be accompanied by

information from which it can be determined that the transmission

was authorized by the shareholder. (TREITA 13.10(C) (part).)

Sec.A200.265.AATERM OF PROXY. A proxy is not valid after 11

months after the date the proxy is executed unless otherwise

provided by the proxy. (TREITA 13.10(C) (part).)

Sec.A200.266.AAREVOCABILITY OF PROXY. (a) In this section, a

"proxy coupled with an interest" includes the appointment as proxy

of:

(1)AAa pledgee;

(2)AAa person who purchased or agreed to purchase the

shares subject to the proxy;
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(3)AAa person who owns or holds an option to purchase

the shares subject to the proxy;

(4)AAa creditor of the real estate investment trust who

extended the real estate investment trust credit under terms

requiring the appointment;

(5)AAan employee of the real estate investment trust

whose employment contract requires the appointment; or

(6)AAa party to a voting agreement created under

Section 6.252.

(b)AAA proxy is revocable unless:

(1)AAthe proxy form conspicuously states that the proxy

is irrevocable; and

(2)AAthe proxy is coupled with an interest. (TREITA

13.10(C) (part).)

Sec.A200.267.AAENFORCEABILITY OF PROXY. (a) An irrevocable

proxy is specifically enforceable against the holder of shares or

any successor or transferee of the holder if:

(1)AAthe proxy is noted conspicuously on the

certificate representing the shares subject to the proxy; or

(2)AAin the case of uncertificated shares, notation of

the proxy is contained in the notice sent under Section 3.205 with

respect to the shares subject to the proxy.

(b)AAAn irrevocable proxy that is otherwise enforceable is

ineffective against a transferee for value without actual knowledge

of the existence of the irrevocable proxy at the time of the

transfer or against a subsequent transferee, regardless of whether

the transfer is for value, unless:
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(1)AAthe proxy is noted conspicuously on the

certificate representing the shares subject to the proxy; or

(2)AAin the case of uncertificated shares, notation of

the proxy is contained in the notice sent under Section 3.205 with

respect to the shares subject to the proxy.

(c)AAAn irrevocable proxy shall be specifically enforceable

against a person who is not a transferee for value from the time the

person acquires actual knowledge of the existence of the

irrevocable proxy. (TREITA 13.10(D).)

Sec.A200.268.AAPROCEDURES IN BYLAWS RELATING TO PROXIES. A

real estate investment trust may establish in the bylaws of the real

estate investment trust procedures consistent with this code for

determining the validity of proxies and determining whether shares

held of record by a bank, broker, or other nominee are represented

at a meeting of shareholders. The procedures may incorporate rules

of and determinations made by a self-regulatory organization

regulating that bank, broker, or other nominee. (TREITA 12.10(F).)

[Sections 200.269-200.300 reserved for expansion]

SUBCHAPTER G. TRUST MANAGERS

Sec.A200.301.AAMANAGEMENT BY TRUST MANAGERS. The control,

operation, disposition, investment, and management of the trust

estate and the powers necessary or appropriate to effect any

purpose for which a real estate investment trust is organized are

vested in one or more trust managers. (TREITA 4.10(A) (part).)

Sec.A200.302.AADESIGNATION OF TRUST MANAGERS. (a) The

certificate of formation of a real estate investment trust must

contain the name of each trust manager.
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(b)AAA successor trust manager must be selected in accordance

with the certificate of formation. The selection of a successor

trust manager is considered an amendment to the certificate of

formation of a real estate investment trust. (TREITA 4.10(A)

(part).)

Sec.A200.303.AATRUST MANAGER ELIGIBILITY REQUIREMENTS. A

trust manager of a real estate investment trust must be an

individual. Unless the certificate of formation or bylaws of a real

estate investment trust provide otherwise, a person is not required

to be a resident of this state or a shareholder of the real estate

investment trust to serve as a trust manager. The certificate of

formation or bylaws may prescribe other qualifications for trust

managers. (TREITA 4.10(A) (part).)

Sec.A200.304.AANUMBER OF TRUST MANAGERS. (a) The

certificate of formation or bylaws of the real estate investment

trust shall set the number of trust managers or provide for the

manner of determining the number of trust managers, except that the

certificate of formation shall set the number constituting the

initial trust managers.

(b)AAThe number of trust managers may be increased or

decreased by amendment to, or as provided by, the certificate of

formation or bylaws. A decrease in the number of trust managers may

not shorten the term of an incumbent trust manager. (TREITA 4.10(B)

(part).)

Sec.A200.305.AACOMPENSATION. A trust manager or officer of a

real estate investment trust is entitled to receive compensation

set by or in the manner provided by the certificate of formation or
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bylaws of the real estate investment trust. If the certificate of

formation or bylaws do not provide for compensation to trust

managers and officers, the trust managers of the real estate

investment trust must determine the compensation by vote at a

meeting or by written consent. (TREITA 4.10(H).)

Sec.A200.306.AATERM OF TRUST MANAGER. (a) Except as provided

by the certificate of formation or bylaws of a real estate

investment trust, a trust manager of the real estate investment

trust serves until the trust manager’s successor is elected.

(b)AAA trust manager may succeed himself or herself in

office.

(c)AAIf a successor trust manager is not elected, the trust

manager in office continues to serve as trust manager until the

trust manager ’s successor is elected. (TREITA 4.10(B) (part).)

Sec.A200.307.AASTAGGERED TERMS OF TRUST MANAGERS. (a) A

governing document of a real estate investment trust may provide

that all or some of the board of trust managers may be divided into

two or three classes. Each class must include the same or a similar

number of trust managers as each other class.

(b)AAThe terms of office of trust managers constituting the

first class expire on the election of successors at the first annual

meeting of shareholders after the election of those trust managers.

The terms of office of trust managers constituting the second class

expire on the election of successors at the second annual meeting of

shareholders after election of those trust managers. The terms of

office of trust managers constituting the third class, if any,

expire on the election of successors at the third annual meeting of
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shareholders after election of those trust managers.

(c)AAIf a governing document of the real estate investment

trust provides for the classification of trust managers, an annual

election for trust managers as a whole is not necessary. At each

annual meeting held after the classification of trust managers, an

election shall be held to elect the number of trust managers equal

to the number of trust managers in the class the term of which

expires on the date of the meeting, and those trust managers serve

until:

(1)AAthe second succeeding annual meeting if there are

two classes; or

(2)AAthe third succeeding annual meeting if there are

three classes.

(d)AAUnless provided by the certificate of formation or a

bylaw adopted by shareholders, staggered terms for trust managers

do not take effect until the next annual meeting of shareholders at

which trust managers are elected. Staggered terms for trust

managers may not be effected if any shareholder has the right to

cumulate votes for the election of trust managers and the number of

trust managers is fewer than nine trust managers. (TREITA

4.10(C).)

Sec.A200.308.AAVACANCY. (a) Except as provided by

Subsection (b), a vacancy occurring in the office of a trust manager

of a real estate investment trust may be filled by the affirmative

vote of the majority of the remaining trust managers, even if the

majority of trust managers constitutes less than a quorum of the

trust managers.
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(b)AAThe certificate of formation or bylaws of the real

estate investment trust may provide an alternative procedure for

filling a vacancy occurring in the office of a trust manager,

including filling vacancies by simple majority or super majority

votes of the shareholders.

(c)AAThe term of a trust manager elected to fill a vacancy

occurring in the office of a trust manager is the unexpired term of

the trust manager’s predecessor in office and until the trust

manager’s successor is elected and has qualified. (TREITA

4.10(D).)

Sec.A200.309.AANOTICE OF MEETING. (a) Regular meetings of

the trust managers of a real estate investment trust may be held

with or without notice as prescribed by the real estate investment

trust’s bylaws.

(b)AASpecial meetings of the trust managers shall be held

with notice as prescribed by the bylaws.

(c)AAA notice of a board meeting is not required to specify

the business to be transacted at the meeting or the purpose of the

meeting, unless required by the bylaws. (TREITA 10.20(B) (part).)

Sec.A200.310.AAQUORUM. A quorum of the board of trust

managers of a real estate investment trust is the majority of the

number of trust managers unless the certificate of formation or

bylaws require a greater number. (TREITA 4.10(E).)

Sec.A200.311.AACOMMITTEES OF TRUST MANAGERS. (a) If

authorized by the certificate of formation or bylaws, the trust

managers of a real estate investment trust, by resolution adopted

by a majority of the trust managers, may designate:
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(1)AAcommittees composed of one or more trust managers;

or

(2)AAtrust managers as alternate committee members to

replace absent or disqualified committee members at a committee

meeting, subject to any limitations imposed by the trust managers.

(b)AATo the extent provided by the resolution designating a

committee or the certificate of formation or bylaws and subject to

Subsection (c), the committee has the authority of the trust

managers.

(c)AAA committee of the trust managers may not:

(1)AAamend the certificate of formation, except to

classify or reclassify shares in accordance with Section 200.103 if

authorized by the resolution designating the committee,

certificate of formation, or bylaws;

(2)AApropose a reduction of stated capital of the real

estate investment trust;

(3)AAapprove a plan of merger or share exchange of the

real estate investment trust;

(4)AArecommend to shareholders the sale, lease, or

exchange of all or substantially all of the property and assets of

the real estate investment trust not made in the usual and regular

course of its business;

(5)AArecommend to the shareholders a voluntary winding

up and termination or a revocation of the real estate investment

trust;

(6)AAamend, alter, or repeal the bylaws or adopt new

bylaws;
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(7)AAfill vacancies in the offices of the trust

managers;

(8)AAfill vacancies in or designate alternate members

of a committee of the trust managers;

(9)AAfill a vacancy to be filled because of an increase

in the number of trust managers;

(10)AAelect or remove officers of the real estate

investment trust or members or alternate members of a committee of

the trust managers;

(11)AAset the compensation of the members or alternate

members of a committee of the trust managers; or

(12)AAalter or repeal a resolution of the trust

managers that states that it may not be amended or repealed.

(d)AAA committee of the trust managers may authorize a

distribution or the issuance of shares if authorized by the

resolution designating the committee or by the certificate of

formation or bylaws.

(e)AAThe designation of and delegation of authority to a

committee of the trust managers does not relieve a trust manager of

responsibility imposed by law. (TREITA 4.30.)

Sec.A200.312.AALIABILITY OF TRUST MANAGERS. (a) A trust

manager of a real estate investment trust who votes for or assents

to a distribution of assets made by the real estate investment trust

to its shareholders during the liquidation of the real estate

investment trust without the payment and discharge of or the making

of adequate provision for the payment of all of the known debts,

liabilities, and other obligations of the real estate investment
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trust is jointly and severally liable to the real estate investment

trust for the value of the distributed assets to the extent the

debts, liabilities, and other obligations are not paid and

discharged.

(b)AAA trust manager of a real estate investment trust who

votes for or assents to the making of a loan to another trust

manager or officer of the real estate investment trust or to the

making of a loan secured by shares of the real estate investment

trust is jointly and severally liable to the real estate investment

trust for the loan amount until the loan is repaid.

(c)AAA trust manager is not jointly and severally liable

under Subsection (a) if, in determining the amount available for

the distribution, the trust manager, acting in good faith and with

ordinary care:

(1)AArelied on information, opinions, reports, or

statements in accordance with Section 3.102; or

(2)AAconsidered the assets of the real estate

investment trust to be valued at least at book value. (TREITA

15.10(A) (part), (B).)

Sec.A200.313.AASTATUTE OF LIMITATIONS ON CERTAIN ACTION

AGAINST TRUST MANAGERS. An action may not be brought against a trust

manager of a real estate investment trust under Section 200.312

after the second anniversary of the date the alleged act giving rise

to the liability occurred. (TREITA 15.10(G).)

Sec.A200.314.AAIMMUNITY FROM LIABILITY FOR PERFORMANCE OF

DUTY. A trust manager of a real estate investment trust may not be

held liable to the real estate investment trust for an act,
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omission, loss, damage, or expense arising from the performance of

the trust manager’s duties under the trust, except for liability

arising from the wilful misfeasance, wilful malfeasance, or gross

negligence of the trust manager. (TREITA 15.10(E).)

Sec.A200.315.AARIGHT OF CONTRIBUTION. A trust manager who is

liable for a claim asserted under Section 200.312 is entitled to

receive contribution from each of the other trust managers who are

liable with respect to that claim in an amount appropriate to

achieve equity. (TREITA 15.10(F).)

Sec.A200.316.AAOFFICERS. (a) An officer of a real estate

investment trust designated by the trust managers under Section

3.103 may exercise all of the powers of a trust manager relating to

the business and affairs of the real estate investment trust,

unless action by the trust managers is specified by this code or

another applicable law.

(b)AAA designation of or delegation of authority to an

officer of a real estate investment trust described by this section

does not relieve a trust manager of responsibility imposed by law.

(TREITA 4.10(F) (part).)

Sec.A200.317.AACONTRACTS OR TRANSACTIONS INVOLVING

INTERESTED TRUST MANAGERS AND OFFICERS. (a) This section applies

only to a contract or transaction between a real estate investment

trust and:

(1)AAone or more of the trust ’s trust managers or

officers; or

(2)AAan entity or other organization in which one or

more of the trust’s trust managers or officers:
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(A)AAis a managerial official; or

(B)AAhas a financial interest.

(b)AAAn otherwise valid contract or transaction is valid

notwithstanding that a trust manager or officer of the trust is

present at or participates in the meeting of the trust managers or

of a committee of the trust managers that authorizes the contract or

transaction, or votes to authorize the contract or transaction, if:

(1)AAthe material facts as to the relationship or

interest and as to the contract or transaction are disclosed to or

known by:

(A)AAthe trust managers or a committee of the

trust managers, and the trust managers or committee of the trust

managers in good faith authorize the contract or transaction by the

affirmative vote of the majority of disinterested trust managers or

committee members, regardless of whether the disinterested trust

managers or committee members constitute a quorum; or

(B)AAthe shareholders entitled to vote on the

authorization of the contract or transaction, and the contract or

transaction is specifically approved in good faith by a vote of the

shareholders; or

(2)AAthe contract or transaction is fair to the real

estate investment trust when the contract or transaction is

authorized, approved, or ratified by the trust managers, a

committee of the trust managers, or the shareholders.

(c)AACommon or interested trust managers may be included in

determining the presence of a quorum at a meeting of the trust

managers, or a committee of the trust managers, that authorizes the
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contract or transaction. (TREITA 4.20.)

[Sections 200.318-200.350 reserved for expansion]

SUBCHAPTER H. INVESTMENTS

Sec.A200.351.AAINVESTMENTS. A trust manager or officer of a

real estate investment trust has complete discretion with respect

to the investment of the trust estate unless the investment is

contrary to or inconsistent with:

(1)AAthis chapter;

(2)AAa provision of the Internal Revenue Code relating

to or governing real estate investment trusts; or

(3)AAregulations adopted under a provision of the

Internal Revenue Code relating to or governing real estate

investment trusts. (TREITA 4.10(G).)

[Sections 200.352-200.400 reserved for expansion]

SUBCHAPTER I. FUNDAMENTAL BUSINESS TRANSACTIONS

Sec.A200.401.AADEFINITIONS. In this subchapter:

(1)AA"Participating shares" means shares that entitle

the holders of the shares to participate without limitation in

distributions.

(2)AA"Sale of all or substantially all of the assets"

means the sale, lease, exchange, or other disposition, other than a

pledge, mortgage, deed of trust, or trust indenture unless

otherwise provided by the certificate of formation, of all or

substantially all of the property and assets of a domestic real

estate investment trust that is not made in the usual and regular

course of the trust’s business without regard to whether the

disposition is made with the goodwill of the business. The term
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does not include a transaction that results in the real estate

investment trust directly or indirectly:

(A)AAcontinuing to engage in one or more

businesses; or

(B)AAapplying a portion of the consideration

received in connection with the transaction to the conduct of a

business that the real estate investment trust engages in after the

transaction.

(3)AA"Shares" includes a receipt or other instrument

issued by a depository representing an interest in one or more

shares or fractions of shares of a domestic or foreign real estate

investment trust that are deposited with the depository.

(4)AA"Voting shares" means shares that entitle the

holders of the shares to vote unconditionally in elections of trust

managers. (TREITA 23.30(H), 24.10(A) (part), (B), 24.20(A)

(part).)

Sec.A200.402.AAAPPROVAL OF MERGER. (a) A real estate

investment trust that is a party to the merger under Chapter 10 must

approve the merger by complying with this section.

(b)AAThe trust managers of the real estate investment trust

shall adopt a resolution that:

(1)AAapproves the plan of merger; and

(2)AAif shareholder approval of the merger is required

by this subchapter:

(A)AArecommends that the plan of merger be

approved by the shareholders of the real estate investment trust;

or
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(B)AAdirects that the plan of merger be submitted

to the shareholders for approval without recommendation if the

trust managers determine for any reason not to recommend approval

of the plan of merger.

(c)AAExcept as provided by this subchapter or Chapter 10, the

plan of merger shall be submitted to the shareholders of the real

estate investment trust for approval as provided by this

subchapter. The trust managers may place conditions on the

submission of the plan of merger to the shareholders.

(d)AAIf the trust managers approve a plan of merger required

to be approved by the shareholders of the real estate investment

trust but do not adopt a resolution recommending that the plan of

merger be approved by the shareholders, the trust managers shall

communicate to the shareholders the reason for the trust managers ’

determination to submit the plan of merger without a

recommendation.

(e)AAExcept as provided by Chapter 10 or Sections

200.407-200.409, the shareholders of the real estate investment

trust shall approve the plan of merger as provided by this

subchapter. (TREITA 23.30(A), (B), (C).)

Sec.A200.403.AAAPPROVAL OF CONVERSION. (a) A real estate

investment trust must approve a conversion under Chapter 10 by

complying with this section.

(b)AAThe trust managers of the real estate investment trust

shall adopt a resolution that approves the plan of conversion and:

(1)AArecommends that the plan of conversion be approved

by the shareholders of the real estate investment trust; or
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(2)AAdirects that the plan of conversion be submitted

to the shareholders for approval without recommendation if the

trust managers determine for any reason not to recommend approval

of the plan of conversion.

(c)AAThe plan of conversion shall be submitted to the

shareholders of the real estate investment trust for approval as

provided by this subchapter. The trust managers may place

conditions on the submission of the plan of conversion to the

shareholders.

(d)AAIf the trust managers approve a plan of conversion but

do not adopt a resolution recommending that the plan of conversion

be approved by the shareholders of the real estate investment

trust, the trust managers shall communicate to the shareholders the

reason for the trust managers’ determination to submit the plan of

conversion without a recommendation.

(e)AAExcept as provided by Sections 200.407-200.409, the

shareholders of the real estate investment trust must approve the

plan of conversion as provided by this subchapter. (New.)

Sec.A200.404.AAAPPROVAL OF EXCHANGE. (a) A real estate

investment trust the shares of which are to be acquired in an

exchange under Chapter 10 must approve the exchange by complying

with this section.

(b)AAThe trust managers shall adopt a resolution that

approves the plan of exchange and:

(1)AArecommends that the plan of exchange be approved

by the shareholders of the real estate investment trust; or

(2)AAdirects that the plan of exchange be submitted to
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the shareholders for approval without recommendation if the trust

managers determine for any reason not to recommend approval of the

plan of exchange.

(c)AAThe plan of exchange shall be submitted to the

shareholders of the real estate investment trust for approval as

provided by this subchapter. The trust managers may place

conditions on the submission of the plan of exchange to the

shareholders.

(d)AAIf the trust managers approve a plan of exchange but do

not adopt a resolution recommending that the plan of exchange be

approved by the shareholders of the real estate investment trust,

the trust managers shall communicate to the shareholders the reason

for the trust managers ’ determination to submit the plan of

exchange to shareholders without a recommendation.

(e)AAExcept as provided by Sections 200.407-200.409, the

shareholders of the real estate investment trust shall approve the

plan of exchange as provided by this subchapter. (TREITA 23.30(A),

(B), (C).)

Sec.A200.405.AAAPPROVAL OF SALE OF ALL OR SUBSTANTIALLY ALL

OF ASSETS. (a) Except as provided by the certificate of formation

of a domestic real estate investment trust, a sale, lease, pledge,

mortgage, assignment, transfer, or other conveyance of an interest

in real property or other assets of the real estate investment trust

does not require the approval or consent of the shareholders of the

real estate investment trust unless the transaction constitutes a

sale of all or substantially all of the assets of the real estate

investment trust.
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(b)AAA real estate investment trust must approve the sale of

all or substantially all of its assets by complying with this

section.

(c)AAThe trust managers of the real estate investment trust

shall adopt a resolution that approves the sale of all or

substantially all of the assets of the real estate investment trust

and:

(1)AArecommends that the sale of all or substantially

all of the assets of the real estate investment trust be approved by

the shareholders of the real estate investment trust; or

(2)AAdirects that the sale of all or substantially all

of the assets of the real estate investment trust be submitted to

the shareholders for approval without recommendation if the trust

managers determine for any reason not to recommend approval of the

sale.

(d)AAThe sale of all or substantially all of the assets of the

real estate investment trust shall be submitted to the shareholders

of the real estate investment trust for approval as provided by this

subchapter. The trust managers may place conditions on the

submission of the proposed sale to the shareholders.

(e)AAIf the trust managers approve the sale of all or

substantially all of the assets of the real estate investment trust

but do not adopt a resolution recommending that the proposed sale be

approved by the shareholders of the real estate investment trust,

the trust managers shall communicate to the shareholders the reason

for the trust managers’ determination to submit the proposed sale

to shareholders without a recommendation.
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(f)AAThe shareholders of the real estate investment trust

shall approve the sale of all or substantially all of the assets of

the real estate investment trust as provided by this subchapter.

(g)AAAfter the approval of the sale by the shareholders, the

trust managers may abandon the sale of all or substantially all of

the assets of the real estate investment trust, subject to the

rights of a third party under a contract relating to the assets,

without further action or approval by the shareholders. (TREITA

24.10, 24.20(A) (part).)

Sec.A200.406.AAGENERAL PROCEDURE FOR SUBMISSION TO

SHAREHOLDERS OF FUNDAMENTAL BUSINESS TRANSACTION. (a) If a

fundamental business transaction involving a real estate

investment trust is required to be submitted to the shareholders of

the real estate investment trust under this subchapter, the real

estate investment trust shall notify each shareholder of the real

estate investment trust that the fundamental business transaction

is being submitted to the shareholders for approval at a meeting of

shareholders as required by this subchapter, regardless of whether

the shareholder is entitled to vote on the matter.

(b)AAIf the fundamental business transaction is a merger,

conversion, or interest exchange, the notice required by Subsection

(a) shall contain or be accompanied by a copy or summary of the plan

of merger, conversion, or interest exchange, as appropriate, and

the notice required by Section 10.355.

(c)AAThe notice of the meeting must:

(1)AAbe given not later than the 21st day before the

date of the meeting; and
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(2)AAstate that the purpose, or one of the purposes, of

the meeting is to consider the fundamental business transaction.

(TREITA 23.30(D), 24.20(A) (part).)

Sec.A200.407.AAGENERAL VOTE REQUIREMENT FOR APPROVAL OF

FUNDAMENTAL BUSINESS TRANSACTION. (a) Except as provided by this

code or the certificate of formation or bylaws of a real estate

investment trust in accordance with Section 200.261, the

affirmative vote of the holders of at least two-thirds of the

outstanding shares of the real estate investment trust entitled to

vote on a fundamental business transaction is required to approve

the transaction.

(b)AAUnless provided by the certificate of formation or

Section 200.408, shares of a class or series that are not otherwise

entitled to vote on matters submitted to shareholders generally

will not be entitled to vote for the approval of a fundamental

business transaction.

(c)AAExcept as provided by this code, if a class or series of

shares of a real estate investment trust is entitled to vote on a

fundamental business transaction as a class or series, in addition

to the vote required under Subsection (a), the affirmative vote of

the holders of at least two-thirds of the outstanding shares in each

class or series of shares entitled to vote on the fundamental

business transaction as a class or series is required to approve the

transaction.

(d)AAUnless required by the certificate of formation,

approval of a merger by shareholders is not required under this code

for a real estate investment trust that is a party to the plan of
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merger unless that real estate investment trust is also a party to

the merger. (TREITA 23.30(E), 24.20(A) (part).)

Sec.A200.408.AACLASS VOTING REQUIREMENTS FOR CERTAIN

FUNDAMENTAL BUSINESS TRANSACTIONS. (a) Separate voting by a class

or series of shares of a real estate investment trust is required

for approval of a plan of merger or conversion if:

(1)AAthe plan of merger or conversion contains a

provision that would require approval by that class or series of

shares under Section 200.262 if the provision was contained in a

proposed amendment to the real estate investment trust ’s

certificate of formation; or

(2)AAthat class or series of shares is entitled under

the certificate of formation to vote as a class or series on the

plan of merger or conversion.

(b)AASeparate voting by a class or series of shares of a real

estate investment trust is required for approval of a plan of

exchange if:

(1)AAshares of that class or series are to be exchanged

under the terms of the plan of exchange; or

(2)AAthat class or series is entitled under the

certificate of formation to vote as a class or series on the plan of

exchange.

(c)AASeparate voting by a class or series of shares of a real

estate investment trust is required for approval of a sale of all or

substantially all of the assets of the real estate investment trust

if that class or series of shares is entitled under the certificate

of formation to vote as a class or series on the sale of the real
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estate investment trust’s assets. (TREITA 23.30(F), 24.20(A)

(part).)

Sec.A200.409.AANO SHAREHOLDER VOTE REQUIREMENT FOR CERTAIN

FUNDAMENTAL BUSINESS TRANSACTIONS. (a) Unless required by the real

estate investment trust’s certificate of formation, a plan of

merger is not required to be approved by the shareholders of a real

estate investment trust if:

(1)AAthe real estate investment trust is the sole

surviving real estate investment trust in the merger;

(2)AAthe certificate of formation of the real estate

investment trust following the merger will not differ from the real

estate investment trust’s certificate of formation before the

merger;

(3)AAimmediately after the effective date of the

merger, each shareholder of the real estate investment trust whose

shares were outstanding immediately before the effective date of

the merger will hold the same number of shares, with identical

designations, preferences, limitations, and relative rights;

(4)AAthe sum of the voting power of the number of voting

shares outstanding immediately after the merger and the voting

power of securities that may be acquired on the conversion or

exercise of securities issued under the merger does not exceed by

more than 20 percent the voting power of the total number of voting

shares of the real estate investment trust that are outstanding

immediately before the merger; and

(5)AAthe sum of the number of participating shares that

are outstanding immediately after the merger and the number of
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participating shares that may be acquired on the conversion or

exercise of securities issued under the merger does not exceed by

more than 20 percent the total number of participating shares of the

real estate investment trust that are outstanding immediately

before the merger.

(b)AAUnless required by the certificate of formation, a plan

of merger effected under Section 10.005 or 10.006 does not require

the approval of the shareholders of the real estate investment

trust. (TREITA 23.30(G) (part).)

Sec.A200.410.AARIGHTS OF DISSENT AND APPRAISAL. A

shareholder of a domestic real estate investment trust has the

rights of dissent and appraisal under Subchapter H, Chapter 10,

with respect to a fundamental business transaction. (TREITA 25.10,

25.20, 25.30.)

[Sections 200.411-200.450 reserved for expansion]

SUBCHAPTER J. SUPPLEMENTAL WINDING UP AND TERMINATION

PROVISIONS

Sec.A200.451.AAAPPROVAL OF VOLUNTARY WINDING UP. A real

estate investment trust must approve a voluntary winding up under

Chapter 11 by the affirmative vote of the shareholders in

accordance with Section 200.261. (TREITA 19.10 (part).)

Sec.A200.452.AAAPPROVAL OF REINSTATEMENT, CANCELLATION, OR

REVOCATION OF VOLUNTARY WINDING UP. A real estate investment trust

may reinstate its existence under Section 11.202, revoke a

voluntary decision to wind up under Section 11.151, or cancel an

event requiring winding up under Section 11.152 by the affirmative

vote of the shareholders in accordance with Section 200.261.
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(New.)

Sec.A200.453.AARESPONSIBILITY FOR WINDING UP. If a real

estate investment trust determines or is required to wind up, the

trust managers shall manage the winding up of the business or

affairs of the real estate investment trust. (TREITA 19.10

(part).)

[Sections 200.454-200.500 reserved for expansion]

SUBCHAPTER K. MISCELLANEOUS PROVISIONS

Sec.A200.501.AAEXAMINATION OF RECORDS. (a) On written

demand stating a proper purpose, a shareholder of record of a real

estate investment trust for at least six months immediately

preceding the shareholder ’s demand, or a holder of record of at

least five percent of all of the outstanding shares of a real estate

investment trust, is entitled to examine and copy, at a reasonable

time, the real estate investment trust ’s relevant books and records

of account, minutes, and share transfer records. The examination

may be conducted in person or through an agent or attorney.

(b)AAThis section does not impair the power of a court, on the

presentation of proof of proper purpose by a shareholder, to compel

the production for examination by the shareholder of the books and

records of account, minutes, and share transfer records of a real

estate investment trust, regardless of the period during which the

shareholder was a record holder and regardless of the number of

shares held by the person. (TREITA 18.10(B), (C).)

Sec.A200.502.AAJOINDER OF SHAREHOLDERS NOT REQUIRED. The

joinder of shareholders of a real estate investment trust is not

required for any sale, lease, mortgage, or other disposition of all
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or part of the assets of the real estate investment trust. (TREITA

17.10.)

Sec.A200.503.AATAX LAW REQUIREMENTS. In connection with a

real estate investment trust qualifying or attempting to qualify as

a real estate investment trust under the Internal Revenue Code and

the regulations adopted under the Internal Revenue Code, a

provision of this chapter is subject to the provisions of the

Internal Revenue Code or the regulations relating to or governing

real estate investment trusts adopted under those provisions if:

(1)AAthe provision of this chapter is contrary to or

inconsistent with the federal provisions or regulations;

(2)AAthe federal provisions or regulations require a

real estate investment trust to take any action required to secure

or maintain its status as a real estate investment trust under the

federal provisions or regulations; or

(3)AAthe federal provisions or regulations prohibit the

real estate investment trust from taking any action required to

secure or maintain its status as a real estate investment trust

under the federal provision or regulation. (TREITA 4.10(I).)

TITLE 6. ASSOCIATIONS

CHAPTER 251. COOPERATIVE ASSOCIATIONS

SUBCHAPTER A. GENERAL PROVISIONS

Sec.A251.001.AADEFINITIONS. In this chapter:

(1)AA"Cooperative basis" means that net savings, after

payment of any investment dividends or after provision for separate

funds has been made as required or authorized by law, the

certificate of formation, or bylaws, are:
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(A)AAallocated or distributed to a member patron

or to each patron in proportion to patronage; or

(B)AAretained by the entity for:

(i)AAactual or potential expansion of the

entity’s services;

(ii)AAthe reduction of charges to patrons;

or

(iii) any other purpose consistent with the

entity’s nonprofit character.

(2)AA"Invested capital" means funds invested in a

cooperative association by an investor with the expectation of

receiving an investment dividend.

(3)AA"Investment dividend" means the return on invested

capital or on membership capital derived from the net savings of the

cooperative association.

(4)AA"Membership capital" means the funds of a

cooperative association derived from members of the cooperative

association generally as a requirement of membership or in lieu of

patronage dividends. The term does not include deposits or loans

from members.

(5)AA"Net savings" means the total income of a

cooperative association less the costs of operation.

(6)AA"Patronage dividend" means a share of the net

savings distributed among members of the cooperative association on

the basis of patronage, as provided by the certificate of

formation.

(7)AA"Savings returns" means the amount returned by a
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cooperative association to patrons of a cooperative association in

proportion to patronage or otherwise. (CAA 2(3), (4), (5), (6),

(7), (8), (9).)

Sec.A251.002.AAAPPLICABILITY OF NONPROFIT CORPORATION

PROVISIONS. (a) A provision of Title 1 and Chapters 20 and 22

governing nonprofit corporations applies to a cooperative

association.

(b)AANotwithstanding Subsection (a), this chapter controls

over any conflicting provision of Title 1 and Chapters 20 and 22

governing nonprofit corporations. (CAA 3.)

Sec.A251.003.AAEXEMPTION. This chapter does not apply to a

corporation or association organized on a cooperative basis under a

statute of this state other than this chapter unless that other

statute specifically states that this chapter does apply. (CAA 45;

TNPCA 10.04.A (part), C; TMCLA 1.03.)

[Sections 251.004-251.050 reserved for expansion]

SUBCHAPTER B. FORMATION AND GOVERNING DOCUMENTS

Sec.A251.051.AAORGANIZATION MEETING. After a cooperative

association’s certificate of formation is filed, the cooperative

association shall hold an organization meeting in accordance with

Section 22.104. (CAA 9(c).)

Sec.A251.052.AAAMENDMENT OF CERTIFICATE OF FORMATION. (a)

The board of directors of a cooperative association may propose an

amendment to the cooperative association ’s certificate of

formation by a two-thirds vote of the board members. The members of

a cooperative association may petition to amend the certificate of

formation as provided by the bylaws.
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(b)AANot later than the 31st day before the date of the

meeting, the secretary shall:

(1)AAsend notice of a meeting to consider a proposed

amendment to each member of the cooperative association at the

member’s last known address; or

(2)AApost notice of a meeting to consider a proposed

amendment in a conspicuous place in all principal places of

activity of the cooperative association.

(c)AAThe notice required by Subsection (b) must include the

full text of the proposed amendment and the text of the part of the

certificate of formation to be amended.

(d)AATo be approved, an amendment must be adopted by the

affirmative vote of two-thirds of the members voting on the

amendment.

(e)AANot later than the 30th day after the date an amendment

is adopted by the members of a cooperative association, the

cooperative association shall file a certificate of amendment with

the secretary of state in accordance with Chapter 4. The

certificate of amendment must be:

(1)AAsigned by an authorized officer of the cooperative

association; and

(2)AAin the form required by Section 3.052. (CAA 10.)

Sec.A251.053.AABYLAWS. (a) Unless the certificate of

formation or bylaws of a cooperative association require a greater

majority, the bylaws may be adopted, amended, or repealed by a

majority vote of the cooperative association ’s members voting on

the matter.
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(b)AAExcept as provided by this code, the bylaws may contain:

(1)AArequirements for admission to membership;

(2)AArequirements for disposal of a member ’s interest

on cessation of membership;

(3)AAthe time, place, and manner of calling and

conducting meetings;

(4)AAthe number or percentage of the members

constituting a quorum;

(5)AAthe number, qualifications, powers, duties, and

term of directors and officers;

(6)AAthe method of electing, removing, and filling a

vacancy of directors and officers;

(7)AAthe division or classification, if any, of

directors to provide for staggered terms;

(8)AAthe compensation, if any, of the directors;

(9)AAthe number of directors necessary to constitute a

quorum;

(10)AAthe method for distributing the net savings;

(11)AAa requirement that each officer or employee of

the cooperative association who handles funds or securities be

bonded;

(12)AAother discretionary provisions of this chapter,

Title 1, and Chapters 20 and 22; and

(13)AAany other provision incident to a purpose or

activity of the cooperative association. (CAA 11, 12.)

[Sections 251.054-251.100 reserved for expansion]

SUBCHAPTER C. MANAGEMENT
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Sec.A251.101.AABOARD OF DIRECTORS. (a) Except as provided by

Subsections (b) and (c), a cooperative association is managed by a

board of directors in accordance with Chapter 22.

(b)AAThe board shall contain at least five directors elected

by and from the cooperative association ’s members. A director:

(1)AAserves a term not to exceed three years as provided

by the bylaws; and

(2)AAholds office until the director is removed or the

director’s successor is elected.

(c)AAThe bylaws of a cooperative association may:

(1)AAapportion the number of directors among the units

into which the cooperative association may be divided; and

(2)AAprovide for the election of the directors by the

respective units to which the directors are apportioned.

(d)AAAn executive committee of the board of directors may be

elected in the manner and with the powers and duties specified by

the certificate of formation or bylaws. (CAA 21(a), (b), (c).)

Sec.A251.102.AAOFFICERS. (a) The directors of a cooperative

association shall annually elect, unless otherwise provided by the

bylaws, the following officers for the cooperative association:

(1)AAa president;

(2)AAone or more vice presidents; and

(3)AAa secretary and treasurer or a

secretary-treasurer.

(b)AAAny two or more offices, other than the offices of

president and secretary, may be held by the same person.

(c)AAThe officers of a cooperative association may be
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designated by other titles as provided by the certificate of

formation or the bylaws of the cooperative association.

(d)AAA committee duly designated by the board of directors

may perform the functions of any office, and the functions of any

two or more officers may be performed by a single committee,

including the functions of both president and secretary. (CAA 22.)

Sec.A251.103.AAREMOVAL OF DIRECTORS AND OFFICERS. (a) A

director or officer of a cooperative association may be removed

from office in the manner provided by the certificate of formation

or bylaws of the cooperative association.

(b)AAIf the certificate of formation or bylaws do not provide

for the person’s removal, a director or officer may be removed with

cause by a vote of a majority of the members voting at a regular or

special meeting. The director or officer who is to be removed is

entitled to be heard at the meeting.

(c)AAExcept as provided by the certificate of formation or

bylaws, a vacancy on the board of directors caused by removal shall

be filled by a director elected in the same manner provided by the

bylaws for the election of directors. (CAA 23.)

Sec.A251.104.AAREFERENDUM. (a) The certificate of formation

or bylaws of a cooperative association may provide for a referendum

on any action undertaken by the cooperative association ’s board of

directors if the referendum is:

(1)AArequested by petition of 10 percent or more of all

of the members of the cooperative association; or

(2)AArequested and approved by the vote of at least a

majority of the directors of the cooperative association.
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(b)AAThe proposition to be voted on in a referendum

authorized under Subsection (a) must be submitted to the members of

the cooperative association for consideration within the time

specified in the document authorizing the referendum.

(c)AAA right of a third party that has vested between the time

of the action and the time of the referendum is not impaired by the

referendum results. (CAA 24.)

[Sections 251.105-251.150 reserved for expansion]

SUBCHAPTER D. MEMBERSHIP

Sec.A251.151.AAELIGIBILITY AND ADMISSION. A person, an

unincorporated group or other person organized on a cooperative

basis, or a nonprofit group may be admitted to membership in a

cooperative association only if the person meets the qualifications

for eligibility stated in the certificate of formation or bylaws of

the cooperative association. (CAA 26(a).)

Sec.A251.152.AAEXPULSION. (a) A member of a cooperative

association may be expelled by the vote of a majority of the

cooperative association’s members voting at a regular or special

meeting.

(b)AANot later than the 11th day before the date of the

meeting, the cooperative association shall give the member written

notice of the charges. The member is entitled to be heard at the

meeting in person or by counsel.

(c)AAIf the cooperative association votes to expel a member,

the cooperative association ’s board of directors shall cause the

cooperative association to purchase the member ’s capital holdings

at par value if the purchase does not jeopardize the cooperative
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association’s solvency. (CAA 33.)

Sec.A251.153.AASUBSCRIBERS. (a) A person is a subscriber of

a cooperative association only if the person is:

(1)AAeligible for membership in the cooperative

association under Section 251.151; and

(2)AAlegally obligated to purchase a share or

membership in the cooperative association.

(b)AAThe certificate of formation or bylaws of a cooperative

association may state whether and the conditions under which voting

rights or other membership rights are granted to a subscriber of the

cooperative association. (CAA 27, as amended Acts 72nd Leg., R.S.,

Ch. 897.)

Sec.A251.154.AALIABILITY. (a) Except as provided by

Subsection (b), a member or subscriber of a cooperative association

is not jointly or severally liable for a debt of the cooperative

association. A subscriber is liable for any unpaid amount on the

subscriber ’s membership certificates or invested capital

certificates.

(b)AAA subscriber who assigns the subscriber ’s interest in

membership certificates or invested capital certificates is

jointly and severally liable with the assignee until the

appropriate certificates are fully paid. (CAA 32.)

[Sections 251.155-251.200 reserved for expansion]

SUBCHAPTER E. SHARES

Sec.A251.201.AASHARE AND MEMBERSHIP CERTIFICATES: ISSUANCE

AND CONTENTS. (a) A cooperative association may not issue a

certificate for membership capital or for invested capital until
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any par value of the certificate has been paid in full.

(b)AAEach certificate for membership capital issued by a

cooperative association must contain a statement of the

requirements of Sections 251.202(a) and (b), 251.254, and 251.255.

(c)AAEach certificate for invested capital issued by a

cooperative association must contain a statement of the

restrictions on transferability as provided by the cooperative

association’s bylaws. (CAA 28.)

Sec.A251.202.AATRANSFER OF SHARES AND MEMBERSHIP;

WITHDRAWAL. (a) A member who decides to withdraw from a cooperative

association shall make a written offer to sell the member ’s

membership certificates to the cooperative association’s board of

directors.

(b)AANot later than the 90th day after the date the directors

receive an offer under Subsection (a), the directors may cause the

cooperative association to purchase the holdings by paying the

member the par value of the certificates and the directors shall

cause the cooperative association to reissue or cancel the shares

after purchasing the holdings. The directors shall cause the

cooperative association to purchase the shares if a majority of the

cooperative association’s members voting at a regular or special

meeting vote to require the purchase.

(c)AAAn investor owning investor certificates must sell,

assign, or convey the certificates in accordance with the

cooperative association’s bylaws. If an investor fails to sell,

assign, or convey investor certificates in accordance with the

bylaws, the cooperative association on written notice to its
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directors shall repurchase the certificates by paying the investor

the par value of the certificate plus all accrued investment

dividends. The certificates must be repurchased not later than the

90th day after the date the cooperative association receives notice

of the failure. (CAA 29.)

Sec.A251.203.AASHARE AND MEMBERSHIP CERTIFICATES; RECALL.

(a) The bylaws of a cooperative association may authorize the

cooperative association’s board of directors to recall during a

specified time and in accordance with the bylaws the membership

certificates of a member who fails to patronize the cooperative

association. The board may use the reserve funds to recall, at par

value, the membership certificates of any member in excess of the

amount required for membership.

(b)AAAfter the board of directors of a cooperative

association recalls a membership certificate under Subsection (a),

membership in the cooperative association is terminated and the

board shall cause the cooperative association to reissue or cancel

the certificate. The board of directors may not recall membership

certificates if recalling the certificates would jeopardize the

cooperative association’s solvency.

(c)AAThe board of directors may use the reserve funds to

recall and repurchase the investment certificates of an investor at

par value plus any investment dividends due.

(d)AAThe bylaws of a cooperative association may establish

specific procedures, terms, and conditions for recalls and

repurchases of investment certificates. (CAA 30.)

Sec.A251.204.AACERTIFICATES; ATTACHMENT. The minimum amount
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necessary for membership in a cooperative association, not to

exceed $50, is exempt from attachment, execution, or garnishment

for the debts of a member of a cooperative association. If a

member’s holdings are subject to attachment, execution, or

garnishment, the directors of the cooperative association may admit

the purchaser to membership or may purchase the holdings at par

value. (CAA 31.)

[Sections 251.205-251.250 reserved for expansion]

SUBCHAPTER F. MEETINGS AND VOTING

Sec.A251.251.AAMEETINGS. (a) Regular meetings of members of

a cooperative association shall be held at least once a year as

prescribed by the cooperative association’s bylaws.

(b)AAA special meeting of the members of a cooperative

association may be requested by a majority vote of the directors or

by written petition of at least one-tenth of the membership of the

cooperative association. The secretary shall call a special

meeting to be held 30 days after receipt of the request for a

special meeting. (CAA 13(a).)

Sec.A251.252.AANOTICE OF SPECIAL MEETING. The notice of a

special meeting of the members of a cooperative association shall

state the purpose of the meeting. (CAA 14.)

Sec.A251.253.AAMEETINGS BY UNITS OF MEMBERSHIP. (a) The

certificate of formation or bylaws of a cooperative association may

provide for the holding of meetings by units of the membership of

the cooperative association and may provide for:

(1)AAa method of transmitting the votes cast at unit

meetings to the central meeting;
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(2)AAa method of representation of units of the

membership by the election of delegates to the central meeting; or

(3)AAa combination of both methods.

(b)AAExcept as otherwise provided by the certificate of

formation or bylaws, a meeting by a unit of the membership shall be

called and held in the same manner as a regular meeting of the

members. (CAA 15.)

Sec.A251.254.AAONE MEMBER--ONE VOTE. (a) Except as provided

by Subsection (b), a member of a cooperative association has one

vote.

(b)AAIf a cooperative association includes among its

membership another cooperative association or a group that is

organized on a cooperative basis, the voting rights of the

cooperative association member or group member may be prescribed by

the certificate of formation or bylaws of the cooperative

association.

(c)AAAny voting agreement or other device that is made to

evade the one-member-one-vote rule is not enforceable. (CAA 16.)

Sec.A251.255.AANO PROXY. A member is not entitled to vote by

proxy. (CAA 17.)

Sec.A251.256.AAVOTING BY MAIL. (a) The certificate of

formation or bylaws of a cooperative association may contain the

procedures in Subsection (b) or (c), or both, for voting by mail.

(b)AAWith notice of a meeting sent to members of the

cooperative association, the secretary may include a copy of a

proposal to be offered at the meeting. If a mail vote is returned to

the cooperative association within the specified number of days,

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

779



the mail vote shall be counted with the votes cast at the meeting.

(c)AAThe secretary may send to a member of the cooperative

association who is absent from a meeting an exact copy of the

proposal considered at the meeting. If the vote is returned to the

cooperative association within the specified number of days, the

mail vote is counted with the votes cast at the meeting.

(d)AAThe certificate of formation or bylaws may state whether

and to what extent mail votes are counted in computing a quorum.

(CAA 18.)

Sec.A251.257.AAVOTING BY MAIL OR BY DELEGATES. (a) If a

cooperative association has provided for voting by mail or by

delegates, a provision of this chapter referring to votes cast by

members of the cooperative association applies to votes cast by

mail or by delegates.

(b)AAA delegate may not vote by mail. (CAA 19, 20.)

[Sections 251.258-251.300 reserved for expansion]

SUBCHAPTER G. CAPITAL AND NET SAVINGS

Sec.A251.301.AALIMITATIONS ON RETURN ON CAPITAL. (a) Except

as otherwise provided by the cooperative association ’s bylaws, an

investment dividend of a cooperative association may not be

cumulative and may not exceed eight percent of investment capital.

(b)AATotal investment dividends distributed for a fiscal

year may not exceed 50 percent of the net savings for the period.

(CAA 25.)

Sec.A251.302.AAALLOCATION AND DISTRIBUTION OF NET SAVINGS.

(a) At least once each year the members or directors of a

cooperative association, as provided by the certificate of
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formation or bylaws of the cooperative association, shall apportion

the net savings of the cooperative association in the following

order:

(1)AAsubject to Section 251.301, investment dividends

payable from the surplus of the total assets over total liabilities

may be paid on invested capital or, if authorized by the bylaws, may

be paid on the membership certificates;

(2)AAa portion of the remainder, as determined by the

certificate of formation or bylaws, may be allocated to an

educational fund to be used in teaching cooperation;

(3)AAa portion of the remainder may be allocated to

funds for the general welfare of the members of the cooperative

association;

(4)AAa portion of the remainder may be allocated to

retained earnings; and

(5)AAthe remainder shall be allocated at the same

uniform rate to each patron of the cooperative association in

proportion to individual patronage as follows:

(A)AAfor a member patron, the proportionate amount

of savings return distributed to the member may be any combination

of cash, property, membership certificates, or investment

certificates; and

(B)AAfor a subscriber patron, the patron ’s

proportionate amount of savings returns as provided by the

certificate of formation or bylaws may be distributed to the

subscriber patron or credited to the subscriber patron ’s account

until the amount of capital subscribed for has been fully paid.
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(b)AAThis section does not prevent a cooperative association

engaged in rendering services from disposing of the net savings

from the rendering of services in a manner that lowers the fees

charged for services or furthers the common benefit of the members.

(c)AAA cooperative association may adopt a system in which:

(1)AAthe payment of savings returns that would

otherwise be distributed are deferred for a fixed period; or

(2)AAthe savings returns distributed are partly in cash

or partly in shares, to be retired at a fixed future date, in the

order of the shares’ serial numbers or issuance dates. (CAA 34.)

[Sections 251.303-251.350 reserved for expansion]

SUBCHAPTER H. REPORTS AND RECORDS

Sec.A251.351.AARECORDKEEPING. A cooperative association

shall keep books and records relating to the cooperative

association’s business operation in accordance with standard

accounting practices. (CAA 35(a).)

Sec.A251.352.AAREPORTS TO MEMBERS. (a) A cooperative

association shall submit a written report to its members at the

annual meeting of the cooperative association. The annual report

must contain:

(1)AAa balance sheet;

(2)AAan income and expense statement;

(3)AAthe amount and nature of the cooperative

association’s authorized, subscribed, and paid-in capital;

(4)AAthe total number of shareholders;

(5)AAthe number of shareholders who were admitted to or

withdrew from the association during the year;
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(6)AAthe par value of the association ’s shares;

(7)AAthe rate at which any investment dividends have

been paid; and

(8)AAif the cooperative association does not issue

shares:

(A)AAthe total number of members;

(B)AAthe number of members who were admitted to or

withdrew from the association during the year; and

(C)AAthe amount of membership fees received.

(b)AAThe directors shall appoint a committee composed of

members who are not principal bookkeepers, accountants, or

employees of the cooperative association to review the cooperative

association.

(c)AAThe committee appointed under Subsection (b) shall

report on the quality of the annual report required by this section

and the bookkeeping system of the cooperative association at the

annual meeting. (CAA 35(b), (c), (d).)

Sec.A251.353.AAANNUAL REPORT OF FINANCIAL CONDITION. (a)

This section applies only to a cooperative association that has at

least 100 members or at least $20,000 in annual business.

(b)AANot later than the 120th day after the date on which the

association closes its business each year, a cooperative

association shall file in the association ’s registered office a

report of the association ’s financial condition stating:

(1)AAthe name of the association;

(2)AAthe address of the association ’s principal office;

(3)AAthe name, address, occupation, and date of
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expiration of the term of office of each officer and director;

(4)AAany compensation paid by the association to each

officer or director of the association;

(5)AAthe amount and nature of the authorized,

subscribed, and paid-in capital;

(6)AAthe total number of shareholders;

(7)AAthe number of shareholders who were admitted to or

withdrew from the association during the year;

(8)AAthe par value of the association ’s shares;

(9)AAthe rate at which any investment dividends have

been paid; and

(10)AAif the association has no shares:

(A)AAthe total number of members;

(B)AAthe number of members who were admitted to or

withdrew from the association during the year; and

(C)AAthe amount of membership fees received.

(c)AAThe report required by Subsection (b) must:

(1)AAinclude a balance sheet and income and expense

statement of the cooperative association; and

(2)AAbe signed by the president and secretary.

(d)AAA cooperative association that has at least 3,000

members or at least $750,000 in annual business shall file a copy of

the report required by this section with the secretary of state.

(e)AAA person commits an offense if the person signs a report

that is required by this section and contains a materially false

statement that the person knows is false. An offense under this

subsection is a misdemeanor punishable by:
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(1)AAa fine of not less than $25 or more than $200;

(2)AAconfinement in county jail for a term of not less

than 30 days or more than one year; or

(3)AAboth the fine and confinement. (CAA 36.)

Sec.A251.354.AAFAILURE TO FILE REPORT. (a) If a cooperative

association required by Section 251.353 to file a copy of a report

with the secretary of state does not file the report within the

prescribed time, the secretary of state shall send written notice

of the requirement by registered mail to the cooperative

association. The notice must be sent to the cooperative

association’s principal office not later than the 60th day after

the date the report becomes due.

(b)AAIf a cooperative association is required by Section

251.353 to file a report at its registered office but not with the

secretary of state and fails to file the report within the

prescribed time, the secretary of state or any member of the

cooperative association may send written notice of the requirement

by registered mail to the cooperative association’s principal

office.

(c)AAIf the cooperative association does not file the report

before the 61st day after the date notice is sent under Subsection

(a) or (b), a member of the cooperative association or the attorney

general may seek a writ of mandamus against the cooperative

association and the appropriate officer or officers to compel the

filing of the report. The court shall require the cooperative

association or the officer who is determined to be at fault to pay

the expenses of the proceeding, including attorney ’s fees. (CAA
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37.)

[Sections 251.355-251.400 reserved for expansion]

SUBCHAPTER I. WINDING UP AND TERMINATION

Sec.A251.401.AAVOLUNTARY WINDING UP AND TERMINATION. (a) A

cooperative association may wind up and terminate its affairs in

accordance with Chapter 11 and Sections 22.301-22.303.

(b)AAIf a cooperative association is directed to wind up and

liquidate its affairs, three members of the cooperative association

elected by a vote of at least a majority of the members voting shall

be designated as trustees on behalf of the cooperative association

to:

(1)AApay debts;

(2)AAliquidate the cooperative association ’s assets

within the time set in the trustees ’ designation or any extension of

time; and

(3)AAdistribute the cooperative association’s assets in

the manner provided by Section 251.403. (CAA 38(a), (c) (part).)

Sec.A251.402.AAEXECUTION OF CERTIFICATE OF TERMINATION. An

officer of a cooperative association or one or more of the persons

designated as a liquidating trustee under Section 251.401 shall

execute the certificate of termination on behalf of the cooperative

association. (CAA 38(a) (part); TNPCA 6.05.A (part).)

Sec.A251.403.AADISTRIBUTION OF ASSETS. Subject to Sections

11.052 and 11.053(a), the trustees designated under Section 251.401

shall distribute the cooperative association ’s assets in the

following order:

(1)AAby returning the par value of the investors’
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capital to investors;

(2)AAby returning the amounts paid on subscriptions to

subscribers for invested capital;

(3)AAby returning the amount of patronage dividends

credited to patrons’ accounts to the patrons;

(4)AAby returning to members their membership capital;

and

(5)AAby distributing any surplus in the manner provided

by the certificate of formation:

(A)AAamong the patrons who have been members or

subscribers of the cooperative association during the six years

preceding the date of dissolution, on the basis of patronage during

that period;

(B)AAas a gift to any cooperative association or

other nonprofit enterprise designated in the certificate of

formation; or

(C)AAby a combination of both methods of

distribution. (CAA 38(c).)

Sec.A251.404.AAINVOLUNTARY TERMINATION. A suit for

involuntary termination of a cooperative association organized

under this chapter may be instituted for the causes and prosecuted

in the manner provided by Chapter 11. The assets of a cooperative

association that is involuntarily terminated shall be distributed

in accordance with Section 251.403. (CAA 38(b).)

[Sections 251.405-251.450 reserved for expansion]

SUBCHAPTER J. MISCELLANEOUS PROVISIONS

Sec.A251.451.AAEXEMPTION FROM TAXES. A cooperative
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association organized under this chapter is exempt from the

franchise tax and license fees imposed by the state or a political

subdivision of the state, except that a cooperative association is

exempt from the franchise tax imposed by Chapter 171, Tax Code, only

if the cooperative association is exempt under that chapter. (CAA

44.)

Sec.A251.452.AAUSE OF NAME "COOPERATIVE." (a) Only a

cooperative association governed by this chapter, a group organized

on a cooperative basis under another law of this state, or a foreign

entity operating on a cooperative basis and authorized to do

business in this state may use the term "cooperative" or any

abbreviation or derivation of the term "cooperative" as part of its

business name or represent itself, in advertising or otherwise, as

conducting business on a cooperative basis.

(b)AAA person commits an offense if the person violates

Subsection (a). An offense under this subsection is a misdemeanor

punishable by:

(1)AAa fine of not less than $25 or more than $200 for

the first month in which the violation occurs;

(2)AAa fine of not more than $200 for each month during

which a violation occurs after the first month;

(3)AAconfinement in the county jail for not less than 30

days or more than one year; or

(4)AAa combination of those punishments.

(c)AAThe attorney general may sue to enjoin a violation of

this section.

(d)AAIf a court renders a judgment that a person who used the
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term "cooperative" before September 1, 1975, is not organized on a

cooperative basis but is authorized to continue to use the term, the

business shall place immediately after its name the words "does not

comply with the cooperative association law of Texas" in the same

kind of type and in letters not less than two-thirds the size of the

letters used in the word "cooperative."

(e)AANotwithstanding this section, The University

Cooperative Society, a domestic nonprofit corporation related to

The University of Texas, may continue to use the word "cooperative"

in its name. (CAA 39.)

CHAPTER 252. UNINCORPORATED NONPROFIT ASSOCIATIONS

Sec.A252.001.AADEFINITIONS. In this chapter:

(1)AA"Member" means a person who, under the rules or

practices of a nonprofit association, may participate in the

selection of persons authorized to manage the affairs of the

nonprofit association or in the development of policy of the

nonprofit association.

(2)AA"Nonprofit association" means an unincorporated

organization, other than one created by a trust, consisting of

three or more members joined by mutual consent for a common,

nonprofit purpose. A form of joint tenancy, tenancy in common, or

tenancy by the entirety does not by itself establish a nonprofit

association, regardless of whether the co-owners share use of the

property for a nonprofit purpose. (TUUNAA 2.)

Sec.A252.002.AASUPPLEMENTARY GENERAL PRINCIPLES OF LAW AND

EQUITY. Principles of law and equity supplement this chapter unless

displaced by a particular provision of this chapter. (TUUNAA 3.)
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Sec.A252.003.AATERRITORIAL APPLICATION. Real and personal

property in this state may be acquired, held, encumbered, and

transferred by a nonprofit association, regardless of whether the

nonprofit association or a member has any other relationship to

this state. (TUUNAA 4.)

Sec.A252.004.AAREAL AND PERSONAL PROPERTY; NONPROFIT

ASSOCIATION AS BENEFICIARY. (a) A nonprofit association in its

name may acquire, hold, encumber, or transfer an estate or interest

in real or personal property.

(b)AAA nonprofit association may be a beneficiary of a trust,

contract, or will. (TUUNAA 5.)

Sec.A252.005.AASTATEMENT OF AUTHORITY AS TO REAL PROPERTY.

(a) A nonprofit association may execute and record a statement of

authority to transfer an estate or interest in real property in the

name of the nonprofit association.

(b)AAAn estate or interest in real property in the name of a

nonprofit association may be transferred by a person so authorized

in a statement of authority recorded in the county clerk ’s office in

the county in which a transfer of the property would be recorded.

(c)AAA statement of authority must contain:

(1)AAthe name of the nonprofit association;

(2)AAthe address in this state, including the street

address, if any, of the nonprofit association, or, if the nonprofit

association does not have an address in this state, its address out

of state; and

(3)AAthe name or title of a person authorized to

transfer an estate or interest in real property held in the name of
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the nonprofit association.

(d)AAA statement of authority must be executed in the same

manner as a deed by a person who is not the person authorized to

transfer the estate or interest.

(e)AAThe county clerk may collect a fee for recording a

statement of authority in the amount authorized for recording a

transfer of real property.

(f)AAAn amendment, including a cancellation, of a statement

of authority must meet the requirements for execution and recording

of an original statement. Unless canceled earlier, a recorded

statement of authority or its most recent amendment is canceled by

operation of law on the fifth anniversary of the date of the most

recent recording.

(g)AAIf the record title to real property is in the name of a

nonprofit association and the statement of authority is recorded in

the county clerk’s office of the county in which a transfer of real

property would be recorded, the authority of the person named in a

statement of authority is conclusive in favor of a person who gives

value without notice that the person lacks authority. (TUUNAA 6.)

Sec.A252.006.AALIABILITY IN TORT AND CONTRACT. (a) A

nonprofit association is a legal entity separate from its members

for the purposes of determining and enforcing rights, duties, and

liabilities in contract and tort.

(b)AAA person is not liable for a breach of a nonprofit

association’s contract or for a tortious act or omission for which a

nonprofit association is liable merely because the person is a

member, is authorized to participate in the management of the
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affairs of the nonprofit association, or is a person considered as a

member by the nonprofit association.

(c)AAA tortious act or omission of a member or other person

for which a nonprofit association is liable is not imputed to a

person merely because the person is a member of the nonprofit

association, is authorized to participate in the management of the

affairs of the nonprofit association, or is a person considered as a

member by the nonprofit association.

(d)AAA member of, or a person considered as a member by, a

nonprofit association may assert a claim against the nonprofit

association. A nonprofit association may assert a claim against a

member or a person considered as a member by the nonprofit

association. (TUUNAA 7.)

Sec.A252.007.AACAPACITY TO ASSERT AND DEFEND; STANDING. (a)

A nonprofit association, in its name, may institute, defend,

intervene, or participate in a judicial, administrative, or other

governmental proceeding or in an arbitration, mediation, or any

other form of alternative dispute resolution.

(b)AAA nonprofit association may assert a claim in its name

on behalf of members of the nonprofit association if:

(1)AAone or more of the nonprofit association ’s members

have standing to assert a claim in their own right;

(2)AAthe interests the nonprofit association seeks to

protect are germane to its purposes; and

(3)AAneither the claim asserted nor the relief

requested requires the participation of a member. (TUUNAA 8.)

Sec.A252.008.AAEFFECT OF JUDGMENT OR ORDER. A judgment or
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order against a nonprofit association is not by itself a judgment or

order against a member or a person considered as a member by the

nonprofit association. (TUUNAA 9.)

Sec.A252.009.AADISPOSITION OF PERSONAL PROPERTY OF INACTIVE

NONPROFIT ASSOCIATION. (a) If a nonprofit association has been

inactive for three years or longer, or a shorter period as specified

in a document of the nonprofit association, a person in possession

or control of personal property of the nonprofit association may

transfer the custody of the property:

(1)AAif a document of a nonprofit association specifies

a person to whom transfer is to be made under these circumstances,

to that person; or

(2)AAif no person is specified, to a nonprofit

association or nonprofit corporation pursuing broadly similar

purposes, or to a government or governmental subdivision, agency,

or instrumentality.

(b)AANotwithstanding the above, if a nonprofit association

is classified under the Internal Revenue Code as a 501(c)(3)

organization or is or holds itself out to be established or

operating for a charitable, religious, or educational purpose, as

defined by Section 501(c)(3), Internal Revenue Code, then any

distribution must be made to another nonprofit association or

nonprofit corporation with similar charitable, religious, or

educational purposes. (TUUNAA 10.)

Sec.A252.010.AABOOKS AND RECORDS. (a) A nonprofit

association shall keep correct and complete books and records of

account for at least three years after the end of each fiscal year
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and shall make the books and records available on request to members

of the association for inspection and copying.

(b)AAThe attorney general may inspect, examine, and make

copies of the books, records, and other documents the attorney

general considers necessary and may investigate the association to

determine if a violation of any law of this state has occurred.

(TUUNAA 11.)

Sec.A252.011.AAAPPOINTMENT OF AGENT TO RECEIVE SERVICE OF

PROCESS. (a) A nonprofit association may file in the office of the

secretary of state a statement appointing an agent authorized to

receive service of process.

(b)AAA statement appointing an agent must contain:

(1)AAthe name of the nonprofit association;

(2)AAthe federal tax identification number of the

nonprofit association, if applicable;

(3)AAthe address in this state, including the street

address, if any, of the nonprofit association or, if the nonprofit

association does not have an address in this state, its address out

of state; and

(4)AAthe name of the person in this state authorized to

receive service of process and the person ’s address, including the

street address, in this state.

(c)AAA statement appointing an agent must be signed by a

person authorized to manage the affairs of the nonprofit

association. The statement must also be signed by the person

appointed agent, who by signing accepts the appointment. The

appointed agent may resign by filing a resignation in the office of
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the secretary of state and giving notice to the nonprofit

association.

(d)AAThe secretary of state may collect a fee for filing a

statement appointing an agent to receive service of process, an

amendment, a cancellation, or a resignation in the amount charged

for filing similar documents.

(e)AAAn amendment to a statement appointing an agent to

receive service of process must meet the requirements for execution

of an original statement.

(f)AAA statement appointing an agent may be canceled by

filing with the secretary of state a written notice of cancellation

executed by a person authorized to manage the affairs of the

nonprofit association. A notice of cancellation must contain:

(1)AAthe name of the nonprofit association;

(2)AAthe federal tax identification number of the

nonprofit association, if applicable;

(3)AAthe date of filing of the nonprofit association ’s

statement appointing the agent; and

(4)AAa current street address, if any, of the nonprofit

association in this state or, if the nonprofit association does not

have an address in this state, its address out of state.

(g)AAThe secretary of state may adopt forms and procedural

rules for filing documents under this section. (TUUNAA 12.)

Sec.A252.012.AACLAIM NOT ABATED BY CHANGE. A claim for relief

against a nonprofit association does not abate merely because of a

change in the members or persons authorized to manage the affairs of

the nonprofit association. (TUUNAA 13.)
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Sec.A252.013.AASUMMONS AND COMPLAINT; SERVICE. (a) In an

action or proceeding against a nonprofit association, a summons and

complaint must be served on an agent authorized by appointment to

receive service of process, an officer, a managing or general

agent, or a person authorized to participate in the management of

its affairs, in accordance with the Civil Practice and Remedies

Code.

(b)AANot later than the 10th day after the date of a request

by the attorney general to an officer or board member of a nonprofit

association or to the nonprofit association, the nonprofit

association shall provide to the attorney general the names,

current addresses, and telephone numbers of:

(1)AAeach agent authorized to receive service of

process on behalf of the nonprofit association; and

(2)AAeach officer, managing or general agent, and other

person authorized to participate in the management of the affairs

of the nonprofit association. (TUUNAA 14.)

Sec.A252.014.AAUNIFORMITY OF APPLICATION AND CONSTRUCTION.

This chapter shall be applied and construed to make uniform the law

with respect to the subject of this chapter among states enacting

it. (TUUNAA 15.)

Sec.A252.015.AATRANSITION CONCERNING REAL AND PERSONAL

PROPERTY. If, before September 1, 1995, an estate or interest in

real or personal property was by the terms of the transfer

purportedly transferred to a nonprofit association, but under the

law the estate or interest was vested in a fiduciary such as

officers of the nonprofit association to hold the estate or

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

796



interest for members of the nonprofit association, on or after

September 1, 1995, the fiduciary may transfer the estate or

interest to the nonprofit association in its name, or the nonprofit

association, by appropriate proceedings, may require that the

estate or interest be transferred to it in its name. (TUUNAA 16.)

Sec.A252.016.AAEFFECT ON OTHER LAW. This chapter replaces

existing law with respect to matters covered by this chapter but

does not affect other law covering unincorporated nonprofit

associations. (TUUNAA 18.)

Sec.A252.017.AACHAPTER CONTROLLING. (a) Except as provided

by Subsection (b), the only provisions of this code that apply to or

govern a nonprofit association are the provisions of this chapter.

(b)AAChapters 1 and 4 and, if a nonprofit association

designates an agent for service of process, Subchapter E, Chapter

5, apply to a nonprofit association. (New.)

TITLE 7. PROFESSIONAL ENTITIES

CHAPTER 301. PROVISIONS RELATING TO

PROFESSIONAL ENTITIES

Sec.A301.001.AAAPPLICABILITY OF TITLE. (a) This title

applies only to a professional entity or foreign professional

entity.

(b)AAThis title does not affect:

(1)AAthe professional or confidential relationship

between a person who provides a professional service and the

recipient of that service; or

(2)AAa person’s legal remedies against another person

who commits an error, omission, negligent or incompetent act, or
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malfeasance while providing a professional service.

(c)AAThis title does not apply to partnerships or limited

liability partnerships. (TPCA 16 (part); TPAA 7; TLLCA 11.05

(part).)

Sec.A301.002.AACONFLICTS OF LAW. This title prevails over a

conflicting provision of Title 1, 2, or 3. (TPCA 5 (part); TPAA 25

(part).)

Sec.A301.003.AADEFINITIONS. In this title:

(1)AA"Licensed mental health professional" means a

person, other than a physician, who is licensed by the state to

engage in the practice of psychology or psychiatric nursing or to

provide professional therapy or counseling services.

(2)AA"Professional association" means an association,

as distinguished from either a partnership or a corporation, that

is:

(A)AAformed for the purpose of providing the

professional service rendered by a doctor of medicine, doctor of

osteopathy, doctor of podiatry, dentist, chiropractor,

optometrist, therapeutic optometrist, or licensed mental health

professional; and

(B)AAgoverned as a professional entity under this

title.

(3)AA"Professional corporation" means a corporation

that is:

(A)AAformed for the purpose of providing a

professional service that by law a corporation governed by Title 2

is prohibited from rendering; and
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(B)AAgoverned as a professional entity under this

title.

(4)AA"Professional entity" means a professional

association, professional corporation, or professional limited

liability company.

(5)AA"Professional individual," with respect to a

professional entity, means an individual who is licensed to provide

in this state or another jurisdiction the same professional service

as is rendered by that professional entity.

(6)AA"Professional limited liability company" means a

limited liability company formed for the purpose of providing a

professional service and governed as a professional entity under

this title.

(7)AA"Professional organization," with respect to a

professional corporation or a professional limited liability

company, means a person other than an individual, whether

nonprofit, for-profit, domestic, or foreign and including a

nonprofit corporation or nonprofit association, that renders the

same professional service as the professional corporation or

professional limited liability company only through owners,

members, managerial officials, employees, or agents, each of whom

is a professional individual or professional organization.

(8)AA"Professional service" means any type of service

that requires, as a condition precedent to the rendering of the

service, the obtaining of a license in this state, including the

personal service rendered by an architect, attorney, certified

public accountant, dentist, physician, public accountant, or
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veterinarian. (TLLCA 11.01.A(3), 11.01.B; TPCA 3(a), (b), 4(b), 12

(part), 15; TPAA 2, as amended Acts 77th Leg., R.S., Chs. 508 and

883, 3.)

Sec.A301.004.AAAUTHORIZED PERSON. For purposes of this

title, a person is an authorized person with respect to:

(1)AAa professional association if the person is a

professional individual; and

(2)AAa professional corporation or a professional

limited liability company if the person is a professional

individual or professional organization. (TPCA 12 (part), 15; TPAA

10; TLLCA 11.01.B(2), (3).)

Sec.A301.005.AAAPPLICATION FOR REGISTRATION OF FOREIGN

PROFESSIONAL ENTITY. (a) When required by Chapter 9, a foreign

professional entity must file an application for registration to

transact business in this state.

(b)AAThe secretary of state may accept an application filed

under Subsection (a) only if:

(1)AAthe name and purpose of the foreign professional

entity stated in the application comply with this title and

Chapters 2 and 5; and

(2)AAthe application states that the jurisdiction of

formation of the foreign professional entity permits reciprocal

admission of an entity formed under this code. (TPCA 19A(a) (part),

(b); TLLCA 11.07.A (part).)

Sec.A301.006.AALICENSE REQUIRED TO PROVIDE PROFESSIONAL

SERVICE. (a) A professional association or foreign professional

association may provide a professional service in this state only
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through owners, managerial officials, employees, or agents, each of

whom:

(1)AAis a professional individual; and

(2)AAis licensed in this state to provide the same

professional service provided by the entity.

(b)AAA professional entity, other than a professional

association, may provide a professional service in this state only

through owners, managerial officials, employees, or agents, each of

whom is an authorized person.

(c)AAAn individual may not, under the guise of employment,

provide a professional service in this state unless the individual

is licensed to provide the professional service under the laws of

this state.

(d)AAThis section may not be construed to prohibit a

professional entity or foreign professional entity from employing

individuals who do not, according to general custom and practice,

ordinarily provide a professional service, including clerks,

secretaries, bookkeepers, technicians, nurses, or assistants.

(TPCA 15, 19A(a) (part); TPAA 2(B)(1); TLLCA 11.04, 11.07.A.)

Sec.A301.007.AACERTAIN REQUIREMENTS TO BE OWNER, GOVERNING

PERSON, OR OFFICER. (a) A person may be an owner of a professional

entity or a governing person of a professional limited liability

company only if the person is an authorized person.

(b)AAAn individual may be an officer of a professional entity

or a governing person of a professional association or professional

corporation only if the individual is a professional individual.

(TPCA 9, 10, 12; TPAA 2(B)(1), 9(C), 10; TLLCA 11.03.A (part).)
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Sec.A301.008.AADUTIES AND POWERS OF OWNER OR MANAGERIAL

OFFICIAL WHO CEASES TO BE LICENSED; PURCHASE OF OWNERSHIP INTEREST.

(a) A managerial official of a professional entity who ceases to

satisfy the requirements of Section 301.007 shall promptly resign

the person’s position and employment with the entity.

(b)AAAn owner of a professional entity who ceases to be an

authorized person as required by Section 301.007 shall promptly

relinquish the person’s ownership interest in the entity.

(c)AAA person who succeeds to the ownership interest of an

owner shall promptly relinquish the person ’s financial interest in

the entity if the person is not an authorized person as required by

Section 301.007.

(d)AAA professional entity shall purchase or cause to be

purchased the ownership interest in the entity of a person who is

required to relinquish the person’s financial interest in the

entity under this section. The price and terms of a purchase of an

ownership interest required under this subsection may be provided

by the governing documents of the entity or an applicable

agreement.

(e)AAA person who owns all of the outstanding ownership

interests in a professional entity but is required under this

section to relinquish the person’s financial interest in the entity

may act as a managerial official or owner of the entity only for the

purpose of winding up the affairs of the entity, including selling

the outstanding ownership interests and other assets of the entity.

(TPCA 14; TLLCA 11.03.B, C.)

Sec.A301.009.AATRANSFER OF OWNERSHIP INTEREST. Except as

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

H.B.ANo.A1156

802



limited by the governing documents of the professional entity or an

applicable agreement, an ownership interest in a professional

entity may be transferred only to:

(1)AAan owner of the entity;

(2)AAthe entity itself; or

(3)AAan authorized person. (TPCA 12 (part); TPAA 10;

TLLCA 11.03.A (part).)

Sec.A301.010.AALIABILITY. (a) A professional entity is

jointly and severally liable for an error, omission, negligent or

incompetent act, or malfeasance committed by a person who:

(1)AAis an owner, managerial official, employee, or

agent of the entity; and

(2)AAwhile providing a professional service for the

entity or during the course of the person ’s employment, commits the

error, omission, negligent or incompetent act, or malfeasance.

(b)AAAn owner, managerial official, employee, or agent of a

professional entity other than an owner, managerial official,

employee, or agent liable under Subsection (a) is not subject to the

same liability imposed on the professional entity under this

section.

(c)AAIf a person described by Subsection (a) is a

professional organization, the professional organization and the

professional entity are jointly and severally liable for the error,

omission, negligent or incompetent act, or malfeasance committed by

the person, or the person’s owner, member, managerial official,

employee, or agent, while providing a professional service for the

professional entity. (TPCA 16 (part); TPAA 24 (part); TLLCA 11.05
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(part).)

Sec.A301.011.AAEXEMPTION FROM SECURITIES LAWS. (a) A sale,

issuance, or offer for sale of an ownership interest in a

professional entity to a person authorized under this title to own

an ownership interest in the professional entity is exempt from any

state law, other than this code, that regulates the sale, issuance,

or offer for sale of securities.

(b)AAA transaction described by Subsection (a) does not

require the approval of or other action by a state official or

regulatory agency authorized to regulate the sale, issuance, or

offer for sale of securities. (TPCA 19; TLLCA 11.06.)

Sec.A301.012.AAJOINT PRACTICE BY CERTAIN PROFESSIONALS. (a)

Persons licensed as doctors of medicine and persons licensed as

doctors of osteopathy by the Texas State Board of Medical Examiners

and persons licensed as podiatrists by the Texas State Board of

Podiatric Medical Examiners may jointly form and own a professional

association or a professional limited liability company to perform

professional services that fall within the scope of practice of

those practitioners.

(b)AAProfessionals, other than physicians, engaged in

related mental health fields such as psychology, clinical social

work, licensed professional counseling, and licensed marriage and

family therapy may form a professional entity that is jointly owned

by those practitioners to perform professional services that fall

within the scope of practice of those practitioners.

(c)AAPersons licensed as doctors of medicine and persons

licensed as doctors of osteopathy by the Texas State Board of
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Medical Examiners and persons licensed as optometrists or

therapeutic optometrists by the Texas Optometry Board may, subject

to the provisions regulating those professionals, jointly form and

own a professional association or a professional limited liability

company to perform professional services that fall within the scope

of practice of those practitioners.

(d)AAOnly a physician, optometrist, or therapeutic

optometrist may have an ownership interest in a professional

association or professional limited liability company formed under

Subsection (c).

(e)AAAn entity formed under Subsection (c) is not prohibited

from making one or more payments to an owner’s estate following the

owner’s death under an agreement with the owner or as otherwise

authorized or required by law.

(f)AAWhen doctors of medicine, osteopathy, and podiatry, or

doctors of medicine, osteopathy, and optometry or therapeutic

optometry, or mental health professionals form a professional

entity as provided by Subsections (a), (b), and (c), the authority

of each of the practitioners is limited by the scope of practice of

the respective practitioners and none can exercise control over the

other’s clinical authority granted by their respective licenses,

either through agreements, bylaws, directives, financial

incentives, or other arrangements that would assert control over

treatment decisions made by the practitioner.

(g)AAThe state agencies exercising regulatory control over

professions to which this section applies continue to exercise

regulatory authority over their respective licenses. (TPCA 4(b);
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TPAA 2(B); TLLCA 11.01.A(3), (4).)

CHAPTER 302. PROVISIONS RELATING TO

PROFESSIONAL ASSOCIATIONS

Sec.A302.001.AAAPPLICABILITY OF CERTAIN PROVISIONS

GOVERNING FOR-PROFIT CORPORATIONS. The provisions of Chapters 20

and 21 governing a for-profit corporation apply to a professional

association, unless there is a conflict with this title. (TPAA 25.)

Sec.A302.002.AADURATION OF PROFESSIONAL ASSOCIATION. A

professional association continues:

(1)AAfor all purposes as a separate entity independent

of the association ’s members until:

(A)AAthe expiration of the period of duration

stated in the certificate of formation; or

(B)AAthe association is wound up and terminated in

the manner provided by the certificate of formation or, if the

certificate of formation does not provide a manner for winding up

and termination, by a two-thirds vote of the association’s members;

and

(2)AAin existence notwithstanding:

(A)AAthe death, insanity, incompetency, felony

conviction, resignation, withdrawal, transfer of ownership

interest, or expulsion of a member other than the last surviving

member of the association;

(B)AAthe admission of a new member or the transfer

of ownership interest to a new or existing member; or

(C)AAthe occurrence of an event that would require

the winding up of a partnership under state law or similar
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circumstances. (TPAA 8(B).)

Sec.A302.003.AAAMENDMENT OF CERTIFICATE OF FORMATION. (a) A

professional association may amend the association’s certificate

of formation as provided by:

(1)AAChapter 3;

(2)AAthe procedure for amendment stated in the

certificate of formation; or

(3)AAif the certificate of formation does not provide a

procedure for amending the certificate, a two-thirds vote of the

association’s members.

(b)AAA professional association is not required to amend the

association’s certificate of formation to reflect a change in

membership or a transfer of ownership interests in the association.

(TPAA 14.)

Sec.A302.004.AAADOPTION OF BYLAWS; DELEGATION OF AUTHORITY.

(a) The members of a professional association may adopt bylaws for

the association.

(b)AAThe authority to adopt bylaws for a professional

association granted under Subsection (a) may be delegated under the

certificate of formation to the governing authority of the

association. (TPAA 9(D).)

Sec.A302.005.AAGOVERNING AUTHORITY. (a) A professional

association shall be governed by:

(1)AAa board of directors; or

(2)AAan executive committee.

(b)AAThe governing authority of a professional association

shall be elected by the members of the association. (TPAA 9(A).)
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Sec.A302.006.AAMEMBERS’ VOTING RIGHTS. A member of a

professional association is entitled to cast a vote at a meeting of

the members as provided by the certificate of formation of the

association. (TPAA 9(E).)

Sec.A302.007.AAELECTION OF OFFICERS. The governing authority

of a professional association shall elect the officers of the

association. (TPAA 9(A).)

Sec.A302.008.AAOFFICER AND GOVERNING PERSON ELIGIBILITY

REQUIREMENTS. (a) Only a member of the professional association is

eligible to serve as an officer or governing person of a

professional association.

(b)AAExcept as provided by Subsection (c), a person is not

required to be a governing person of a professional association to

serve as an officer of the association.

(c)AAOnly a governing person of a professional association is

eligible to serve as the president of the professional association.

(TPAA 9(C).)

Sec.A302.009.AAEMPLOYMENT OF AGENTS AND EMPLOYEES. The

officers of a professional association may employ agents or

employees for the association as the officers consider advisable.

(TPAA 9(F).)

Sec.A302.010.AALIMITATION ON MEMBER’S POWER TO BIND

ASSOCIATION. A member of a professional association is not entitled

to bind the association within the scope of the association ’s

business or profession merely by virtue of being a member of the

professional association. (TPAA 9(B).)

Sec.A302.011.AADIVISION OF PROFITS. The members of a
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professional association shall divide the profits derived from the

association in the manner provided by the governing documents of

the association. (TPAA 2(A), as amended Acts 77th Leg., R.S., Chs.

508 and 883.)

Sec.A302.012.AAANNUAL STATEMENT REQUIRED. (a) In June of

each year, a professional association shall file with the secretary

of state a statement that:

(1)AAlists:

(A)AAthe name and address of each member of the

association; and

(B)AAthe name of each officer and governing person

of the association; and

(2)AAstates that each member of the association is

licensed to provide the same type of professional service provided

by the association.

(b)AAThe statement required by this section must be executed

by an officer of the association on behalf of the association. (TPAA

21.)

Sec.A302.013.AAWINDING UP AND TERMINATION; CERTIFICATE OF

TERMINATION. (a) A professional association may wind up and

terminate the association ’s business as provided by:

(1)AAthe association ’s certificate of formation; or

(2)AAif the certificate of formation does not provide

for the winding up and termination of the association, a two-thirds

vote of the association’s members.

(b)AAExcept as provided by Subsection (c), a certificate of

termination filed in accordance with Chapter 11 must be executed by
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an officer of the professional association on behalf of the

association.

(c)AAIf a professional association does not have any living

officer, the certificate of termination must be executed by the

legal representative of the last surviving officer of the

association. (TPAA 8(B) (part), 18 (part).)

CHAPTER 303. PROVISIONS RELATING TO

PROFESSIONAL CORPORATIONS

Sec.A303.001.AAAPPLICABILITY OF CERTAIN PROVISIONS

GOVERNING FOR-PROFIT CORPORATIONS. The provisions of Chapters 20

and 21 governing a for-profit corporation apply to a professional

corporation, unless there is a conflict with this title. (TPCA 5

(part).)

Sec.A303.002.AAAUTHORITY AND LIABILITY OF SHAREHOLDER. (a)

A shareholder of a professional corporation is not required to

supervise the performance of duties by an officer or employee of the

corporation.

(b)AAA shareholder of a professional corporation is subject

to no greater liability than a shareholder of a for-profit

corporation. (TPCA 5 (part).)

Sec.A303.003.AANOTICE OF RESTRICTION ON TRANSFER OF SHARES.

Any restriction on the transfer of shares in a professional

corporation that is imposed by the governing documents of the

corporation or an applicable agreement must be:

(1)AAnoted on each certificate representing the shares;

or

(2)AAincorporated by reference in the manner provided
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by Chapter 21. (TPCA 12 (part).)

Sec.A303.004.AAREDEMPTION OF SHARES; PRICE AND TERMS. (a) A

professional corporation may redeem shares of a shareholder,

including a deceased shareholder.

(b)AAThe price and other terms of a redemption of shares may

be:

(1)AAagreed to between the board of directors of the

professional corporation and the shareholder or the shareholder ’s

personal representative; or

(2)AAspecified in the governing documents of the

professional corporation or an applicable agreement. (TPCA 13.)

Sec.A303.005.AAEXISTENCE OF PROFESSIONAL CORPORATION BEFORE

WINDING UP AND TERMINATION. A professional corporation continues to

exist until the winding up and termination of the corporation as

provided by Chapter 11 without regard to:

(1)AAthe death, incompetency, bankruptcy, resignation,

withdrawal, retirement, or expulsion of any shareholder of the

corporation;

(2)AAthe transfer of shares to a new shareholder; or

(3)AAthe occurrence of an event requiring the winding

up of a partnership. (TPCA 17 (part).)

Sec.A303.006.AAWINDING UP AND TERMINATION OF PROFESSIONAL

CORPORATION. A shareholder of a professional corporation may not

wind up the affairs of and terminate the corporation independently

of other shareholders of the corporation. (TPCA 17 (part).)

CHAPTER 304. PROVISIONS RELATING TO PROFESSIONAL

LIMITED LIABILITY COMPANIES
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Sec.A304.001.AAAPPLICABILITY OF CERTAIN PROVISIONS

GOVERNING LIMITED LIABILITY COMPANIES. Title 3 applies to a

professional limited liability company, unless there is a conflict

with this title. (TLLCA 11.01.B(2).)

TITLE 8. MISCELLANEOUS AND TRANSITION PROVISIONS

CHAPTER 401. GENERAL PROVISIONS

Sec.A401.001.AADEFINITIONS. In this title:

(1)AA"Mandatory application date" means:

(A)AAfor an entity subject to this code under

Section 402.001, January 1, 2006;

(B)AAfor an entity subject to this code under

Section 402.003 or 402.004, the date of completion of the action

required by that section but no earlier than January 1, 2006; and

(C)AAfor any other entity, January 1, 2010.

(2)AA"Prior law" means the applicable law in effect

before January 1, 2006.

CHAPTER 402. MISCELLANEOUS AND TRANSITION PROVISIONS

Sec.A402.001.AAAPPLICABILITY UPON EFFECTIVE DATE. At the

effective date of this code, this code applies to:

(1)AAa domestic entity formed on or after the effective

date of this code;

(2)AAa foreign filing entity or other foreign entity

that has not registered with the secretary of state to transact

business in this state before the effective date of this code; and

(3)AAa foreign nonfiling entity.

Sec.A402.002.AAEARLY EFFECTIVENESS OF FEES. On or after the

effective date of this code, the fees required by Chapter 4 apply to
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all filings made with the secretary of state, including comparable

filings under prior law, regardless of whether an entity is subject

to or has adopted this code. The intent of this section is to:

(1)AArequire a filing fee for all documents filed under

either this code or the prior law without regard to the difference

in designation of the document; and

(2)AAmake the filing fees described by Subdivision (1)

uniform from the effective date of this code.

Sec.A402.003.AAEARLY ADOPTION OF CODE BY EXISTING DOMESTIC

ENTITY. (a) A domestic entity formed before the effective date of

this code may voluntarily elect to adopt and become subject to this

code by:

(1)AAcomplying with the procedures to amend its

governing documents to adopt this code and, if necessary, to cause

its governing documents to comply with this code; and

(2)AAif the domestic entity is a filing entity, filing

with the secretary of state in accordance with Chapter 4:

(A)AAa statement that the filing entity is

electing to adopt this code; and

(B)AAif necessary, a certificate of amendment that

would cause its certificate of formation to comply with this code.

(b)AAIf amendments to the governing documents of a domestic

entity that are necessary to conform the governing documents to

this code would not require, under prior law, the vote or consent of

the owners or members of the entity, this code and any amendment to

the governing documents required by this section may be adopted by

the governing authority only in the manner provided for an
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amendment of the particular governing document.

Sec.A402.004.AAEARLY ADOPTION OF CODE BY REGISTERED FOREIGN

ENTITY. A foreign filing entity registered with the secretary of

state to transact business in this state before the effective date

of this code may voluntarily elect to adopt and become subject to

this code by filing with the secretary of state in accordance with

Chapter 4:

(1)AAa statement that the foreign filing entity is

electing to adopt this code; and

(2)AAan amendment to its application for registration

that would cause its application for registration to comply with

this code.

Sec.A402.005.AAAPPLICABILITY TO EXISTING ENTITIES ON

MANDATORY APPLICATION DATE. On January 1, 2010, if a domestic

filing entity formed before the effective date of this code or a

foreign filing entity registered with the secretary of state to

transact business in this state before the effective date of this

code has not taken the actions specified by Section 402.003(a) or

402.004 to elect to adopt this code:

(1)AAthis code applies to the entity and all actions

taken by the managerial officials, owners, or members of the

entity, except as otherwise expressly provided by this title;

(2)AAthe entity is not considered to have failed to

comply with this code if the entity ’s certificate of formation or

application for registration, as appropriate, does not comply with

this code;

(3)AAif the entity is a domestic filing entity, the
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entity shall conform its certificate of formation to the

requirements of this code when it next files an amendment to its

certificate of formation; and

(4)AAif the entity is a foreign filing entity, the

entity shall conform its application for registration to the

requirements of this code when it next files an amendment to its

application for registration.

Sec.A402.006.AAAPPLICABILITY TO CERTAIN ACTS, CONTRACTS, AND

TRANSACTIONS. (a) Except as otherwise expressly provided by this

title, all of the provisions of this code govern acts, contracts, or

other transactions by an entity subject to this code or its

managerial officials, owners, or members that occur on or after the

mandatory application date. The prior law governs the acts,

contracts, or transactions of the entity or its managerial

officials, owners, or members that occur before the mandatory

application date.

(b)AANo requirement under Subchapter E, Chapter 3, with

respect to matters to be set forth on certificates evidencing

ownership interests of partnerships shall apply to or affect

certificates outstanding when the requirement first becomes

applicable to the certificates, but the requirement applies to all

subsequently issued certificates whether in connection with an

original issue of ownership interests, a transfer of ownership

interests, or otherwise.

Sec.A402.007.AAINDEMNIFICATION. Chapter 8 governs any

proposed indemnification by a domestic entity after the mandatory

application date, regardless of whether the events on which the
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indemnification is based occurred before or after the mandatory

application date. A statement relating to indemnification

contained in the governing documents of a domestic entity on the

mandatory application date may not be construed as limiting the

indemnification authorized by Chapter 8 unless it expressly states

that is the intent.

Sec.A402.008.AAMEETINGS OF OWNERS AND MEMBERS; CONSENTS;

VOTING OF INTERESTS. (a) Except as provided by Subsection (b) and

regardless of whether a proxy or consent was executed by an owner or

member before the mandatory application date, Chapter 6 and any

other applicable provision of this code apply to:

(1)AAa meeting of owners or members held on or after the

mandatory application date;

(2)AAan action undertaken by owners or members under a

written consent that takes effect on or after the mandatory

application date;

(3)AAa vote cast at a meeting described by Subdivision

(1); and

(4)AAconsent given for an action described by

Subdivision (2).

(b)AAPrior law applies to a meeting of owners or members and

to any vote cast at a meeting described by this section if the

meeting was initially called for a date before the mandatory

application date and notice of the meeting was given to owners or

members entitled to vote at the meeting.

Sec.A402.009.AAMEETINGS OF GOVERNING AUTHORITY AND

COMMITTEES; CONSENTS. (a) Except as provided by Subsection (b),
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Chapter 6 and any other applicable provision of this code apply to:

(1)AAa meeting of the governing authority or a

committee of the governing authority held on or after the mandatory

application date;

(2)AAan action undertaken by the governing authority or

a committee of the governing authority under a written consent that

takes effect on or after the mandatory application date;

(3)AAa vote cast at a meeting described by Subdivision

(1); and

(4)AAconsent given for an action described by

Subdivision (2).

(b)AAPrior law applies to a meeting of the governing

authority or a committee of the governing authority and to any vote

cast at a meeting described by this section if the meeting was

initially called for a date before the mandatory application date

and notice of the meeting was given to governing persons entitled to

vote at the meeting.

Sec.A402.010.AASALE OF ASSETS, MERGERS, REORGANIZATIONS,

CONVERSIONS. Chapter 10 and any other applicable provisions of this

code apply to a transaction consummated by an entity after the

mandatory application date, except that if a required approval of

the owners or members of the entity has been given before the

mandatory application date or has been given after the mandatory

application date but at a meeting of owners or members initially

called for a date before the mandatory application date, the

transaction shall be governed by the prior law.

Sec.A402.011.AAWINDING UP AND TERMINATION. (a) Chapter 11
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applies to:

(1)AAan action for involuntary or judicial winding up

and termination commenced after the mandatory application date; or

(2)AAa voluntary winding up and termination proceeding

initiated after the mandatory application date by:

(A)AAthe governing authority;

(B)AAthe terms of the governing documents; or

(C)AAapplicable law.

(b)AAThe prior law governs:

(1)AAan action described by Subsection (a)(1) that is

pending on the mandatory application date; or

(2)AAa proceeding described by Subsection (a)(2)

initiated before the mandatory application date.

Sec.A402.012.AAREGISTRATION OF CERTAIN FOREIGN ENTITIES. A

foreign entity that has transacted intrastate business in this

state before the mandatory application date and that is required by

Chapter 9 to register to transact business is not subject to a

direct or indirect penalty as a result of failure to register under

Chapter 9 if the application for registration is filed not later

than the 30th day after the mandatory application date.

Sec.A402.013.AAENTITIES UNDER SUSPENSION FOR NONFILING OF

REQUIRED REPORTS OR PAYMENT OF TAXES; APPLICABILITY OF PRIOR LAW.

(a) If the rights, privileges, and powers of a domestic filing

entity have been suspended and are still suspended immediately

before the mandatory application date under the prior law, this

code applies to the entity on the mandatory application date.

(b)AAIf the rights, privileges, and powers of a domestic
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filing entity have been suspended and are still suspended under the

Tax Code immediately before the mandatory application date, the

suspension continues to apply to the entity until the rights,

privileges, and powers are restored by the secretary of state under

that code.

Sec.A402.014.AAMAINTENANCE OF PRIOR ACTION. Except as

expressly provided by this title, this code does not apply to an

action or proceeding commenced before the mandatory application

date. Prior law applies to the action or proceeding.

SECTIONA2.AACONFORMING AMENDMENT. Part Eleven, Texas

Business Corporation Act, is amended by adding Article 11.02 to

read as follows:

Art.A11.02.AAAPPLICABILITY; EXPIRATION. A. Except as

provided by Title 8, Business Organizations Code, this Act does not

apply to a corporation to which the Business Organizations Code

applies.

B. This Act expires January 1, 2010.

SECTIONA3.AACONFORMING AMENDMENT. Part Seven, Texas

Miscellaneous Corporation Laws Act (Article 1302-7.01 et seq.,

Vernon’s Texas Civil Statutes), is amended by adding Article 7.09

to read as follows:

Art.A7.09.AAAPPLICABILITY; EXPIRATION. A. Except as

provided by Title 8, Business Organizations Code, this Act does not

apply to a corporation to which the Business Organizations Code

applies.

B. This Act expires January 1, 2010.

SECTIONA4.AACONFORMING AMENDMENT. The Texas Non-Profit
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Corporation Act (Article 1396-1.01 et seq., Vernon ’s Texas Civil

Statutes) is amended by adding Article 11.02 to read as follows:

Art.A11.02.AAAPPLICABILITY; EXPIRATION. A. Except as

provided by Title 8, Business Organizations Code, this Act does not

apply to a corporation to which the Business Organizations Code

applies.

B. This Act expires January 1, 2010.

SECTIONA5.AACONFORMING AMENDMENT. The Cooperative

Association Act (Article 1396-50.01, Vernon’s Texas Civil

Statutes) is amended by adding Section 47 to read as follows:

Sec.A47.AAAPPLICABILITY; EXPIRATION. (a) Except as provided

by Title 8, Business Organizations Code, this Act does not apply to

an association to which the Business Organizations Code applies.

(b)AAThis Act expires January 1, 2010.

SECTIONA6.AACONFORMING AMENDMENT. The Texas Uniform

Unincorporated Nonprofit Association Act (Article 1396-70.01,

Vernon’s Texas Civil Statutes) is amended by adding Section 19 to

read as follows:

Sec.A19.AAAPPLICABILITY; EXPIRATION. (a) Except as provided

by Title 8, Business Organizations Code, this Act does not apply to

a nonprofit association to which the Business Organizations Code

applies.

(b)AAThis Act expires January 1, 2010.

SECTIONA7.AACONFORMING AMENDMENT. The Texas Professional

Corporation Act (Article 1528e, Vernon’s Texas Civil Statutes) is

amended by adding Section 21 to read as follows:

Sec.A21.AAAPPLICABILITY; EXPIRATION. (a) Except as provided
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by Title 8, Business Organizations Code, this Act does not apply to

a professional corporation to which the Business Organizations Code

applies.

(b)AAThis Act expires January 1, 2010.

SECTIONA8.AACONFORMING AMENDMENT. The Texas Professional

Association Act (Article 1528f, Vernon’s Texas Civil Statutes) is

amended by adding Section 27 to read as follows:

Sec.A27.AAAPPLICABILITY; EXPIRATION. (A) Except as provided

by Title 8, Business Organizations Code, this Act does not apply to

a professional association to which the Business Organizations Code

applies.

(B)AAThis Act expires January 1, 2010.

SECTIONA9.AACONFORMING AMENDMENT. Part Eight, Texas Limited

Liability Company Act (Article 1528n, Vernon’s Texas Civil

Statutes), is amended by adding Article 8.13 to read as follows:

Art.A8.13.AAAPPLICABILITY; EXPIRATION. A. Except as

provided by Title 8, Business Organizations Code, this Act does not

apply to a limited liability company to which the Business

Organizations Code applies.

B. This Act expires January 1, 2010.

SECTIONA10.AACONFORMING AMENDMENT. Article 13, Texas Revised

Limited Partnership Act (Article 6132a-1, Vernon ’s Texas Civil

Statutes), is amended by adding Section 13.10 to read as follows:

Sec.A13.10.AAAPPLICABILITY; EXPIRATION. (a) Except as

provided by Title 8, Business Organizations Code, this Act does not

apply to a limited partnership to which the Business Organizations

Code applies.
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(b)AAThis Act expires January 1, 2010.

SECTIONA11.AACONFORMING AMENDMENT. Article XI, Texas Revised

Partnership Act (Article 6132b-11.01 et seq., Vernon ’s Texas Civil

Statutes), is amended by adding Section 11.05 to read as follows:

Sec.A11.05.AAAPPLICABILITY; EXPIRATION. (a) Except as

provided by Title 8, Business Organizations Code, this Act does not

apply to a partnership to which the Business Organizations Code

applies.

(b)AAThis Act expires January 1, 2010.

SECTIONA12.AACONFORMING AMENDMENT. The Texas Real Estate

Investment Trust Act (Article 6138A, Vernon ’s Texas Civil Statutes)

is amended by adding Section 29.10 to read as follows:

Sec.A29.10.AAAPPLICABILITY; EXPIRATION. (A) Except as

provided by Title 8, Business Organizations Code, this Act does not

apply to a real estate investment trust to which the Business

Organizations Code applies.

(B)AAThis Act expires January 1, 2010.

SECTIONA13.AACONFORMING AMENDMENT. Article 1399, Revised

Statutes, is amended to read as follows:

Art.A1399.AALODGES. The grand lodge of Texas, Ancient, Free

and Accepted Masons, the Grand Royal Arch Chapter of Texas, the

Grand Commandery of Knights Templars of Texas (Masonic); the grand

lodge of the Independent Order of Odd Fellows of Texas, and other

like institutions and orders organized for charitable or benevolent

purposes may, by the consent of their respective bodies expressed

by a resolution or otherwise, become bodies corporate under this

title. Except as provided by Title 8, Business Organizations Code,
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this article and Articles 1400-1407, Revised Statutes, do not apply

to a grand body to which the Business Organizations Code applies.

SECTIONA14.AACONFORMING AMENDMENT. Chapter 963, Acts of the

70th Legislature, Regular Session, 1987 (Article 1407a, Vernon ’s

Texas Civil Statutes), is amended by adding Section 9 to read as

follows:

Sec.A9.AAAPPLICABILITY. Except as provided by Title 8,

Business Organizations Code, this Act does not apply to a church

benefits board to which the Business Organizations Code applies.

SECTIONA15.AACONFORMING AMENDMENT. Chapter 853, Acts of the

62nd Legislature, Regular Session, 1971 (Article 1528g, Vernon ’s

Texas Civil Statutes), is amended by adding Section 13 to read as

follows:

Sec.A13.AAAPPLICABILITY. Except as provided by Title 8,

Business Organizations Code, this Act does not apply to a business

development corporation to which the Business Organizations Code

applies.

SECTIONA16.AAREPEALER. (a) The following Acts and articles

as compiled in Vernon’s Texas Civil Statutes are repealed:

Articles 1525, 1526, 1527, 1527a, 1528, 1528a, and 1528h.

(b)AAThe following Acts and articles as compiled in Vernon ’s

Texas Civil Statutes are repealed on January 1, 2010: Articles

1399, 1400, 1401, 1402, 1403, 1404, 1405, 1406, 1407, 1407a, and

1528g.

SECTIONA17.AAEFFECTIVE DATE. This Act takes effect January

1, 2006.
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______________________________ ______________________________

AAAAPresident of the Senate Speaker of the HouseAAAAAA

I certify that H.B. No. 1156 was passed by the House on April

23, 2003, by a non-record vote.

______________________________

Chief Clerk of the HouseAAA

I certify that H.B. No. 1156 was passed by the Senate on May

13, 2003, by the following vote:AAYeas 31, Nays 0.

______________________________

Secretary of the SenateAAAA

APPROVED:AA_____________________
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