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A BILL to amend and reenact 88 13.1-603, 13.1-619, 13.1-624, 13.1-639, 13.1-643, 13.1-646, 13.1-671.1,
13.1-672.1, 13.1-672.3, 13.1-672.4, 13.1-672.5, 13.1-689, 13.1-691, 13.1-724, and 13.1-770 of the Code
of Virginia and to amend the Code of Virginia by adding a section numbered 13.1-689.1, relating to
Virginia Stock Corporation Act.

Patron—Marsden
Referred to Committee on Commerce and L abor

Beit enacted by the General Assembly of Virginia:

1. That 88 13.1-603, 13.1-619, 13.1-624, 13.1-639, 13.1-643, 13.1-646, 13.1-671.1, 13.1-672.1, 13.1-672.3,
13.1-672.4, 13.1-672.5, 13.1-689, 13.1-691, 13.1-724, and 13.1-770 of the Code of Virginia are amended
and reenacted and that the Code of Virginia is amended by adding a section numbered 13.1-689.1 as
follows:

§ 13.1-603. Definitions.

Asused in this chapter:

"Articles of incorporation" means all documents constituting, at any particular time, the charter of a
corporation. It includes the original charter issued by the General Assembly, a court or the Commission and
al amendments including certificates of consolidation, serial designation, reduction, correction, and merger.
It excludes articles of share exchange filed by an acquiring corporation. When the articles of incorporation
have been restated pursuant to any articles of restatement, amendment, domestication, or merger, it includes
only the restated articles of incorporation, including any articles of serial designation, without the
accompanying articles of restatement, amendment, domestication, or merger. When used with respect to a
foreign corporation, the "articles of incorporation” of such entity means the document that is equivalent to the
articles of incorporation of a domestic corporation.

"Authorized shares® means the shares of all classes a domestic or foreign corporation is authorized to
issue.

"Beneficial shareholder" means a person that owns the beneficial interest in shares, which may be arecord
shareholder or a person on whose behalf shares are registered in the name of an intermediary as nominee.

"Certificate," when relating to articles filed with the Commission, means the order of the Commission that
makes the articles effective, together with the articles.

"Commission” means the State Corporation Commission of Virginia.

"Conspicuous' means so written, displayed, or presented that a reasonable person against whom the
writing is to operate should have noticed it. For example, text that is italicized, is in boldface, contrasting
colors, or capitals, or is underlined, is conspicuous.

"Corporation” or "domestic corporation” means a corporation authorized by law to issue shares,
irrespective of the nature of the business to be transacted, organized under this chapter or existing pursuant to
the laws of the Commonwealth on January 1, 1986, or which, by virtue of articles of incorporation,
amendment, or merger, has become a domestic corporation of the Commonwealth, even though also being a
corporation organized under laws other than the laws of the Commonwealth, or that has become a domestic
corporation of the Commonwealth pursuant to Article 12.1 (8§ 13.1-722.1:1 et seq.) or Article 12.2
(8 13.1-722.8 et seq.) of this chapter or Article 15 (8§ 13.1-1081 et seq.) of Chapter 12.

"Deliver" or "delivery" means any method of delivery used in conventional commercial practice,
including delivery by hand, mail, commercial delivery, and, if authorized in accordance with § 13.1-610,
electronic transmission.

"Derivative proceeding” means acivil suit in the right of a domestic corporation or, to the extent provided
inArticle8.1 (8 13.1-672.1 et seq.), aforeign corporation.

"Disinterested director" means, except with respect to Article 14 (8§ 13.1-725 et seq.), a director who, at
the time action is to be taken under subdivision B 5 of § 13.1-619, § 13.1-672.4, 13.1-691, 13.1-699, or
13.1-701, does not have (i) afinancial interest in a matter that is the subject of such action or (ii) a familial,
financial, professional, employment, or other relationship with a person who has a financial interest in the
matter, either of which would reasonably be expected to impair the objectivity of the director's judgment
when participating in the action, and if the action is to be taken under § 13.1-699 or 13.1-701, is also not a
party to the proceeding. The presence of one or more of the following circumstances shall not, by itself,
prevent a person from being a disinterested director: (i) nomination or election of the director to the board of
directors by any direster person who is not a disinterested director with respect to the matter er by any persen
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that has a material relationship with that directoer; acting alone or participating with ethers, including any
defendant in a derivative proceeding or other person against whom action is demanded under subsection B of
8§ 13.1-672.1; (ii) service as a director of another corporation of which a director who is not a disinterested
director with respect to the matter, or any person that has a material relationship with that director, is or was
also adirector; or (iii) at the time action is to be taken under § 13.1-672.4, status as a named defendant, as a
director against whom action is demanded under subsection B of § 13.1-672.1, or as a director who approved
the act being challenged.

"Distribution" means a direct or indirect transfer of cash or other property, except the corporation's own
shares, or incurrence of indebtedness by a corporation to or for the benefit of its shareholders in respect of
any of its shares. A distribution may be in the form of a payment of a dividend; a purchase, redemption, or
other acquisition of shares; a distribution of indebtedness of the corporation; a distribution in liquidation; or
otherwise. Distribution does not include an acquisition by a corporation of its shares from the estate or
personal representative of a deceased shareholder, or any other shareholder, but only to the extent the
acquisition is effected using the proceeds of insurance on the life of such deceased shareholder and the board
of directors approved the policy and the terms of the redemption prior to the shareholder's death.

"Document" means (i) any tangible medium on which information is inscribed, and includes handwritten,
typed, printed, or similar instruments and copies of such instruments, or (ii) an electronic record.

"Domestic" with respect to an entity, means an entity governed asto its internal affairs by the organic law
of the Commonwealth.

"Domestic business trust" has the same meaning as specified in § 13.1-1201.

"Domestic limited liability company" has the same meaning as specified in § 13.1-1002.

"Domestic limited partnership" has the same meaning as specified in § 50-73.1.

"Domestic nonstock corporation" has the same meaning as "domestic corporation” as specified in
§13.1-803.

"Domestic partnership" means an association of two or more persons to carry on as co-owners a business
for profit formed under 8 50-73.88, or predecessor law of the Commonwealth, and includes, for all purposes
of the laws of the Commonwealth, aregistered limited liability partnership.

"Effective date," when referring to a document for which effectiveness is contingent upon issuance of a
certificate by the Commission, means the time and date determined in accordance with § 13.1-606.

"Effective date of notice" is defined in subdivision A 9 of § 13.1-610.

"Electronic” means relating to technology having electrical, digital, magnetic, wireless, optical,
electromagnetic, or similar capabilities.

"Electronic record" means information that is stored in an electronic or other nontangible medium and is
retrievable in paper form through an automated process used in conventional commercial practice, unless
otherwise authorized in accordance with subdivision A 10 of § 13.1-610.

"Electronic transmission” or "electronically transmitted” means any form or process of communication,
not directly involving the physical transfer of paper or another tangible medium, that (i) is suitable for the
retention, retrieval, and reproduction of information by the recipient, and (ii) is retrievable in paper form by
the recipient through an automated process used in conventional commercial practice, unless otherwise
authorized in accordance with subdivision A 10 of § 13.1-610.

"Eligible entity" means a domestic or foreign unincorporated entity or a domestic or foreign nonstock
corporation.

"Eligible interests' means interests or memberships.

"Employee" includes, unless otherwise provided in the bylaws, an officer but not a director. A director
may accept duties that make the director also an employee.

"Entity" includes any domestic or foreign corporation; any domestic or foreign nonstock corporation; any
domestic or foreign unincorporated entity; any estate or trust; and any state, the United States and any foreign
government.

"Expenses' means reasonable expenses of any kind that are incurred in connection with a matter.

"Filing entity" means an unincorporated entity other than a general partnership.

"Foreign," with respect to an entity, means an entity governed asto itsinternal affairs by the organic law
of ajurisdiction other than the Commonwealth.

"Foreign business trust" has the same meaning as specified in § 13.1-1201.

"Foreign corporation” means a corporation authorized by law to issue shares, organized under laws other
than the laws of the Commonwealth.

"Foreign limited liability company" has the same meaning as specified in § 13.1-1002.

"Foreign limited partnership" has the same meaning as specified in § 50-73.1.

"Foreign nonstock corporation” means a corporation that is incorporated under alaw other than the law of
the Commonwealth and would, based on its public organic record, be a nonstock corporation if incorporated
under the law of the Commonwealth.

"Foreign partnership” means an association of two or more persons to carry on as co-owners of a business
for profit formed under the laws of any state or jurisdiction other than the Commonwealth, and includes, for
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al purposes of the laws of the Commonwealth, aforeign registered limited liability partnership.

"Foreign registered limited liability partnership" has the same meaning as specified in § 50-73.79.

"Foreign unincorporated entity" means a foreign partnership, foreign limited liability company, foreign
limited partnership, or foreign business trust.

"Government subdivision" includes authority, county, district, and municipality.

"Governor" means any person under whose authority the powers of an entity are exercised and under
whose direction the activities and affairs of the entity are managed pursuant to the organic law governing the
entity and its organic rules.

"Includes’ and "including" denote a partia definition as anonexclusive list.

"Individual" means a natural person.

"Interest” means either or both of the following rights under the organic law governing an unincorporated
entity:

1. Theright to receive distributions from the entity either in the ordinary course or upon liquidation; or

2. The right to receive notice or to vote on issues involving its internal affairs, other than as an agent,
assignee, proxy or person responsible for managing its business and affairs.

"Interest holder" means a person who holds of record an interest.

"Interest holder liability" means:

1. Personal liability for a debt, obligation, or other liability of a domestic or foreign corporation or
domestic or foreign eligible entity that isimposed on a person:

a. Solely by reason of the person's status as a shareholder, member, or interest holder; or

b. By the articles of incorporation of the domestic corporation or the organic rules of the eligible entity or
foreign corporation that make one or more specified shareholders, members, or interest holders, or categories
of shareholders, members, or interest holders, liable in their capacity as shareholders, members, or interest
holdersfor all or specified liabilities of the corporation or eligible entity; or

2. An obligation of a shareholder, member, or interest holder under the articles of incorporation of a
domestic corporation or the organic rules of an eligible entity or foreign corporation to contribute to the
entity.

For purposes of the foregoing, except as otherwise provided in the articles of incorporation of a domestic
corporation or the organic law or organic rules of an eligible entity or aforeign corporation, interest holder
liability arises under subdivision 1 when the corporation or eligible entity incurs the liability.

"Jurisdiction of formation" means the state or country the law of which includes the organic law
governing adomestic or foreign corporation or eligible entity.

"Means' denotes an exhaustive definition.

"Membership" means the rights of a member in a domestic or foreign nonstock corporation or limited
liability company.

"Merger" means a transaction pursuant to 8 13.1-716 or 13.1-766.1.

"Notice" isdefined in § 13.1-610.

"Organic law" means the statute governing the internal affairs of a domestic or foreign corporation or
eligible entity.

"Organic rules’ means the public organic record and private organic rules of a domestic or foreign
corporation or eligible entity.

"Person” includes an individual and an entity.

"Principal office” means the office, in or out of the Commonwealth, where the principal executive offices
of adomestic or foreign corporation are located, or, if there are no such offices, the office, in or out of the
Commonwealth, so designated by the board of directors. The designation of the principal office in the most
recent annual report filed pursuant to 8§ 13.1-775 shall be conclusive for purposes of this chapter.

"Private organic rules’ means (i) the bylaws of a domestic or foreign corporation or nonstock corporation
or (ii) the rules, regardless of whether in writing, that govern the internal affairs of an unincorporated entity,
are binding on all its interest holders, and are not part of its public organic record. Where private organic
rules have been amended or restated, the term means the private organic rules as last amended or restated.

"Proceeding” includes civil suit and criminal, administrative, and investigatory action.

"Protected series' has the same meaning as specified in § 13.1-1002.

"Public corporation" means a corporation that has shares listed on a national securities exchange or
regularly traded in a market maintained by one or more members of a national or affiliated securities
association.

"Public organic record” means (i) the articles of incorporation of a domestic or foreign corporation or
nonstock corporation or (ii) the document, the filing of which is required to create an unincorporated entity.
Where a public organic record has been amended or restated, the term means the public organic record as last
amended or restated.

"Record date" means the date fixed for determining the identity of the corporation's shareholders and their
shareholdings for purposes of this chapter. The determinations shall be made as of the close of business at the
principal office of the corporation on the record date unless another time for doing so is specified when the
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record date is fixed.

"Record shareholder” means (i) the person in whose name shares are registered in the records of the
corporation or (ii) the person identified as the beneficial owner of shares in a beneficial ownership certificate
pursuant to § 13.1-664 on file with the corporation to the extent of the rights granted by such certificate.

"Registered limited liability partnership” has the same meaning as specified in 8 50-73.79.

"Secretary” means the corporate officer or other individual to whom the board of directors has delegated
responsibility under subsection C of § 13.1-693 for custody of the minutes of the meetings of the board of
directors and of the shareholders and for authenticating records of the corporation.

"Series limited liability company" has the same meaning as specified in § 13.1-1002.

"Share exchange" means a transaction pursuant to 8 13.1-717.

"Shareholder” means arecord shareholder.

"Shares' means the units into which the proprietary interestsin a corporation are divided.

"Sign" or "signature" means, with present intent to authenticate or adopt a document: (i) to execute or
adopt atangible symbol to a document, and includes any manual, facsimile, or conformed signature; or (ii) to
attach to or logically associate with an electronic transmission an electronic sound, symbol, or process, and
includes an electronic signature in an electronic transmission.

"State" when referring to a part of the United States, includes a state, commonwealth, and the District of
Columbia, and their agencies and governmental subdivisions; and aterritory or insular possession, and their
agencies and governmental subdivisions, of the United States.

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

"Subsidiary" means, as to any corporation, any other corporation of which it owns, directly or indirectly,
voting shares entitled to cast a majority of the votes entitled to be cast generally in an election of directors of
such other corporation.

"Unincorporated entity" or "domestic unincorporated entity" means a domestic partnership, limited
liability company, limited partnership or business trust.

"United States" includes district, authority, bureau, commission, department, and any other agency of the
United States.

"Unrestricted voting trust beneficial owner" means, with respect to any shareholder rights, a voting trust
beneficial owner whose entitlement to exercise the shareholder right in question is not inconsistent with the
voting trust agreement.

"Voting group" means all shares of one or more classes or series that under the articles of incorporation or
this chapter are entitled to vote and be counted together collectively on a matter at a meeting of shareholders.
All shares entitled by the articles of incorporation or this chapter to vote generally on the matter are for that
purpose a single voting group.

"Voting power" means the current power to vote in the election of directors.

"Voting trust beneficial owner" means an owner of a beneficial interest in shares of the corporation held
in avoting trust established pursuant to subsection A of § 13.1-670.

"Writing" or "written" means any information in the form of a document.

§ 13.1-619. Articles of incor por ation.

A. The articles of incorporation shall set forth:

1. A corporate name for the corporation that satisfies the requirements of 8§ 13.1-630;

2. The number of shares the corporation is authorized to issue;

3. If more than one class or series of shares is authorized, the number of authorized shares of each class or
series and a distinguishing designation for each class or series; and

4. The address of the corporation'sinitial registered office (including baoth (i) the post-office address with
street and number, if any, and (ii) the name of the city or county in which it is located), and the name of its
initial registered agent at that office, and that the agent is either {5 (a) an individual who is a resident of
Virginia and either is designated as a director of the corporation in the initial articles of incorporation or a
member of the Virginia State Bar or {4} (b) a domestic or foreign stock or nonstock corporation, limited
liability company, or registered limited liability partnership authorized to transact business in the
Commonwealth.

B. The articles of incorporation may set forth:

1. The names and addresses of the individuals who are to serve astheinitial directors;

2. Any provision defining or denying the preemptive right of shareholders to acquire unissued shares of
the corporation;

3. Provisions not inconsistent with law regarding:

a. The purpose or purposes for which the corporation is organized,

b. The management of the business and regulation of the affairs of the corporation;

c. Defining, limiting, and regulating the powers of the corporation, its board of directors, and
shareholders,

d. A par value for authorized shares or classes or series of shares; or
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e. Imposing interest holder liability on shareholders;

4. Any provision that under this chapter is required or permitted to be set forth in the bylaws; and

5. A provision limiting or eliminating any duty of a director or any other person to offer the corporation
the right to have or participate in any, or one or more classes or categories of, business opportunities, before
the pursuit or taking of the opportunity by the director or other person, provided that any application of such a
provision to an officer or arelated person of that officer (i) also requires approval of that application by the
board of directors, subsequent to the effective date of the provision, by action of disinterested directors taken
in compliance with the same procedures as are set forth in § 13.1-691, and (ii) may be limited by the
approving action of the board of directors.

C. The articles of incorporation need not set forth any of the corporate powers enumerated in this chapter.

D. Provisions of the articles of incorporation may be made dependent upon facts objectively ascertainable
outside the articles of incorporation in accordance with subsection L of § 13.1-604.

§13.1-624. Bylaws.

A. Theincorporators or board of directors of a corporation shall adopt initial bylaws for the corporation.

B. The bylaws of a corporation may contain any provision that is not inconsistent with law or the articles
of incorporation.

C. The bylaws may contain one or more of the following provisions:

1. A requirement that if the corporation solicits proxies or consents with respect to an election of directors,
the corporation include in its proxy statement and any form of its proxy or consent, to the extent and subject
to such procedures or conditions as are provided in the bylaws, one or more individuals nominated by a
shareholder in addition to individuals nominated by the board of directors; and

2. A requirement that any or al internal corporate claims shall be brought exclusively in a circuit court or
a federal district court in the Commonwealth and, if so specified, in any additional courts in the
Commonwealth or in any other jurisdictions in which the corporation maintains its principal office. As used
in this subdivision, "internal corporate claims' means (i) any derivative aetien er proceeding brought on
behalf of the corporation; (ii) any action for breach of duty to the corporation or the corporation's
shareholders by any current or former officer, director, or shareholder of the corporation; (iii) any action
asserting a claim arising pursuant to this chapter or the corporation's articles of incorporation or bylaws; or
(iv) any action asserting a claim governed by the internal affairs doctrine that is not included in clause (i), (i),
or (iii). Notwithstanding any other provision of this chapter to the contrary, to the extent any provision of this
chapter allows or requires an action or proceeding to be brought in the circuit court of the county or city
where the corporation's principal office or registered office islocated or in any other specified court location,
such action or proceeding shall instead be brought in a court in the Commonwealth specified in a bylaw, if
any, authorized by this subdivision and adopted prior to the commencement of such action or proceeding.

D. A provision of the bylaws adopted under subdivision C 2 shall not have the effect of conferring
jurisdiction on any court or over any person or claim, and shall not apply if none of the courts specified by
such provision has the requisite personal and subject matter jurisdiction. If the court or courts specified in a
provision adopted under subdivision C 2 do not have the requisite personal and subject matter jurisdiction
and another court of the Commonwealth does have such jurisdiction, then the internal corporate claim may be
brought in such other court of the Commonwealth, notwithstanding that such other court of the
Commonwealth is not specified in such provision, and in any other court specified in such provision that has
the requisite jurisdiction. No provision of the articles of incorporation or the bylaws may prohibit bringing an
internal corporate claim in the courts of the Commonwealth or require any such claim to be determined by
arbitration.

E. Notwithstanding subdivision B 2 of § 13.1-714, the shareholders in amending, repealing, or adopting a
bylaw described in subdivision C 1 may not limit the authority of the board of directors to amend or repeal
any condition or procedure set forth in, or to add any procedure or condition to, such a bylaw to provide for a
reasonable, practicable, and orderly process.

§13.1-639. Terms of classor series determined by board of directors.

A. If the articles of incorporation so provide, the board of directors, without shareholder action, may, by
adoption of an amendment of the articles of incorporation:

1. Classify any unissued shares into one or more classes or into one or more series within one or more
classes,

2. Reclassify any unissued shares of any class into one or more classes or into one or more series within
one or more classes; or

3. Reclassify any unissued shares of any series of any class into one or more classes or into one or more
series within one or more classes.

B. If the board of directors, or, if authorized by subdivision D 7 of § 13.1-689, a committee of the board of
directors, acts pursuant to subsection A, it shall determine the terms, including the preferences, rights and
limitations, to the same extent permitted under § 13.1-638, of:

1. Any class of shares before the issuance of any shares of that class, or

2. Any series within aclass before the issuance of any shares of that series.
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C. Unless the articles of incorporation otherwise provide, the board of directors, without shareholder
action, may, by adoption of an amendment of the articles of incorporation, delete from the articles of
incorporation any provisions originally adopted by the board of directors without shareholder action fixing
the terms, including the preferences, limitations, and rights of any class of shares or series within a class,
provided there are no shares of such class or series then outstanding.

D. Unless the articles of incorporation otherwise provide, the board of directors of a corporation that is
registered as an open-end management investment company under the federal Investment Company Act of
1940, without shareholder action, may, by adoption of an amendment of the articles of incorporation:

1. Classify any unissued shares into one or more classes or into one or more series within one or more
classes; or

2. Reclassify any unissued shares of any class into one or more classes or into one or more series within
one or more classes; or

3. Reclassify any unissued shares of any series of any class into one or more classes or into one or more
series within one or more classes.

E. When the board of directors has adopted an amendment of the articles of incorporation pursuant to
subsection A, C, or D, the corporation shall file with the Commission articles of amendment pursuant to
8 13.1-710 with the addition, when the board of directors has acted pursuant to subsection A, of any
determination made pursuant to subsection B.

If the Commission finds that the articles of amendment comply with the requirements of law and that all
required fees have been paid, it shall issue a certificate of amendment. Shares of any class or series that are
classified or reclassified under this section by the articles of amendment shall not be issued until the
certificate of amendment is effective.

F. Whenever the articles of incorporation provide that the board of directors may classify or reclassify
unissued shares in the manner prescribed in subsection A, the articles of incorporation shall be deemed to
authorize the board of directors to adopt pursuant to this section an amendment to the articles of incorporation
without shareholder action unless the articles of incorporation specifically state that shareholder action is
required.

§ 13.1-643. I ssuance of shares.

A. The powers granted in this section to the board of directors may be reserved to the shareholders by the
articles of incorporation.

B. Any issuance of shares must be authorized by the board of directors, or if authorized by subdivision D
7 of § 13.1-689, a committee of the board of directors, or if authorized by subsection D, one or more officers.
Shares may be issued for consideration consisting of any tangible or intangible property or benefit to the
corporation, including cash, promissory notes, services performed, contracts for services to be performed, or
other securities of the corporation.

C. Before the corporation issues shares, the board of directors, or if authorized by subdivision D 7 of
8 13.1-689, a committee of the board of directors er a serier exeedtive offieer, or if authorized by subsection
D, one or more officers, shall determine that the consideration received or to be received for the shares to be
issued is adequate. That determination is conclusive insofar as the adequacy of consideration for the issuance
of shares relates to whether the shares are validly issued, fully paid and nonassessable. When such a
determination has been made and the corporation has received the consideration, the shares issued therefor
are fully paid and nenassessable.

D. The board of directors may authorize one or more officers to authorize or approve the issuance of
shares subject to any such limits as may be prescribed by the board of directors.

E. The board of directors, committee, or officer resolution authorizing the issuance of shares may provide
that some or all shares may be issued in one or more transactions, in such numbers and at such times as are
set forth in or determined by or in the manner set forth in the resolution.

F. The corporation may place in escrow shares issued for a contract for future services or benefits or a
promissory note, or make other arrangements to restrict the transfer of the shares, and may credit distributions
in respect of the shares against their purchase price, until the services are performed, the benefits are received
or the note is paid. If the services are not performed, the benefits are not received, or the note is not paid, the
shares escrowed or restricted and the distributions credited may be canceled in whole or part.

E: G. Where it cannot be determined that outstanding shares are fully paid and nonassessabl e, there shall
be a conclusive presumption that such shares are fully paid and nonassessable if the board of directors makes
agood faith determination that there is no substantial evidence that the full consideration for such shares has
not been paid.

§ 13.1-646. Sharerights, options, warrants, and other awards.

A. Subject to the provisions of § 13.1-651, a corporation may issue rights, options or warrants for the
purchase of shares or other securities of the corporation. Unless reserved to the shareholders in the articles of
incorporation, the board of directors or, if authorized pursuant to subdivision D 7 of § 13.1-689, a committee
of the board of directors er a senioer executive officer, or if authorized pursuant to subsection C, one or more
officers, may authorize the issuance of rights, options, or warrants and determine (i) the terms and conditions
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upon which the rights, options, or warrants are issued and (ii) the terms, including the consideration for which
the shares or other securities are to be issued. The authorization for the corporation to issue such rights,
options, or warrants constitutes authorization of the issuance of the shares or other securities for which the
rights, options, or warrants are exercisable.

B. Notwithstanding the provisions of subsection A of § 13.1-638, the terms and conditions of rights,
options, or warrants issued by a corporation may include, without limitation, restrictions or conditions that (i)
preclude or limit the exercise, transfer, or receipt thereof by designated persons or classes of persons or by
any transferee or transferees of such persons or classes of persons or (ii) invalidate or void such rights,
options, or warrants held by designated persons or classes of persons or by any transferee or transferees of
such persons or classes of persons. Any action or determination by the board of directors or, if authorized
pursuant to subdivision D 7 of § 13.1-689, a committee of the board of directors, with respect to the issuance,
the terms and conditions of or the redemption of rights, options, or warrants shall be subject to the provisions
of § 13.1-690 and shall be valid if taken or determined in compliance therewith.

C. The board of directors may, subject to such limitations as the board of directors may establish,
authorize one or more officers to (i) designate the recipients of rights, options, warrants, or other equity
compensation awards that involve the issuance of shares and (ii) determine, within an amount and subject to
any other limitations established by the board of directors and, if applicable, the shareholders, the number of
such rights, options, warrants, or other equity compensation awards and the terms and conditions thereof to
be received by the recipients, provided that an officer may not use such authority to designate himself as a
recipient of such rights, options, warrants, or other equity compensation awards.

§13.1-671.1. Shareholder agreements.

A. An agreement among the shareholders of a corporation that complies with this section is effective
among the shareholders and the corporation, even though it is inconsistent with one or more other provisions
of this chapter in that it:

1. Eliminates the board of directors or, subject to the requirements of subsection D of § 13.1-647 and
subsection A of § 13.1-693, one or more officers or restricts the discretion or powers of the board of
directors;

2. Governs the authorization or making of distributions, regardless of whether they are in proportion to
ownership of shares, subject to the limitationsin § 13.1-653;

3. Establishes who shall be directors or officers of the corporation, or their terms of office or manner of
selection or removal,

4. Governs, in general or in regard to specific matters, the exercise or division of voting power by or
between the shareholders and directors or by or among any of them, including use of weighted voting rights
or director proxies;

5. Establishes the terms and conditions of any agreement for the transfer or use of property or the
provision of services between the corporation and any shareholder, director, officer or employee of the
corporation or among any of them,

6. Transfers to one or more shareholders or other persons all or part of the authority to exercise the
corporate powers or to manage the business and affairs of the corporation, including the resolution of any
issue about which there exists a deadlock among directors or shareholders,

7. Requires dissolution of the corporation at the request of one or more of the shareholders or upon the
occurrence of a specified event or contingency; or

8. Otherwise governs the exercise of the corporate powers or the management of the business and affairs
of the corporation or the relationship among the shareholders, the directors and the corporation, or among any
of them, and is not contrary to public policy.

B. An agreement authorized by this section shall be:

1. As set forth (i) in the articles of incorporation or bylaws and approved by all persons who are
shareholders at the time of the agreement or (ii) in awritten agreement that is signed by all persons who are
shareholders at the time of the agreement and is made known to the corporation; and

2. Subject to amendment only by all persons who are shareholders at the time of the amendment, unless
the agreement provides otherwise.

C. The existence of an agreement authorized by this section shall be noted conspicuously on the front or
back of each certificate for outstanding shares or on the information statement required by subsection B of
§13.1-648. If at the time of the agreement the corporation has shares outstanding represented by certificates,
the corporation shall recall the outstanding certificates and issue substitute certificates that comply with this
subsection. The failure to note the existence of the agreement on the certificate or information statement shall
not affect the validity of the agreement or any action taken pursuant to it. Any purchaser of shares who, at the
time of purchase, did not have knowledge of the existence of the agreement shall be entitled to rescission of
the purchase. A purchaser shall be deemed to have knowledge of the existence of the agreement if its
existence is noted on the certificate or information statement for the shares in compliance with this subsection
and, if the shares are not represented by a certificate, the information statement is delivered to the purchaser
at or before the time of purchase of the shares. An action to enforce the right of rescission authorized by this
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subsection must be commenced within the earlier of 90 days after discovery of the existence of the agreement
or two years after the time of purchase of the shares.

D. An agreement adtherized by this section shall ecase to be effective when the corperation becermes a

i ton: If the an agreement authorized pursuant to this section ceases to be effective for any
reason, the board of directors may, if the agreement is contained or referred to in the corporation's articles of
incorporation or bylaws, adopt an amendment of the articles of incorporation or bylaws, without shareholder
action, to delete the agreement and any referencesto it.

E. An agreement authorized by this section that limits the discretion or powers of the board of directors
shall relieve the directors of, and impose upon the person or persons in whom such discretion or powers are
vested, liability for acts or omissions imposed by law on directors to the extent that the discretion or powers
of the directors are limited by the agreement.

F. The existence or performance of an agreement authorized by this section shall not be a ground for
imposing personal liability on any shareholder for the acts or debts of the corporation even if the agreement
or its performance treats the corporation as if it were a partnership or results in failure to observe the
corporate formalities otherwise applicable to the matters governed by the agreement.

G. Incorporators or subscribers for shares may act as shareholders with respect to an agreement authorized
by this section if no shares have been issued when the agreement is made.

H. No action taken pursuant to this section shall change any requirement to file articles or other
documents with the Commission or affect the rights of any creditors or other third parties.

I. Limits, if any, on the duration of an agreement authorized by this section shall be as set forth in the
agreement, except that the duration of an agreement that became effective prior to July 1, 2015, remains 10
years unless the agreement provided otherwise or is subsequently amended to provide otherwise.

J. An agreement among shareholders of a corporation that is consistent with the other provisions of this
chapter that does not comply with the provisions of this section shall nonetheless be effective among the
shareholders and the corporation.

§13.1-672.1. Standing; condition precedent; stay of proceedings.

A. A shareholder shall not commence or maintain a derivative proceeding unless the shareholder:

1. Was a shareholder of the corporation at the time of the act or omission complained of, became a
shareholder through transfer by operation of law from one who was a shareholder at that time, or became a
shareholder before public disclosure and without knowledge of the act or omission complained of;

2. Was a shareholder at the time the shareholder made the written demand required by subdivision B 1;
and

3. Fairly and adequately represents the interests of the corporation in enforcing the right of the
corporation.

B. No shareholder may commence a derivative proceeding until:

1. A written demand has been made en delivered to the corporation to take suitable action; and

2. Ninety days have expired from the date delivery of the written demand was made on the corporation
unless (i) the shareholder has earlier been notified that the demand has been rejected by the corporation or (ii)
irreparable injury to the corporation would result by waiting for the expiration of the 90-day period.

C. The written demand required by subdivision B 1 shall describe in reasonable detail the reasons for the
demand and the action being requested and shall state that the shareholder may commence a derivative
proceeding if the action is not taken. If the shareholder is a beneficial shareholder or an unrestricted voting
trust beneficial owner, the written demand shall be accompanied by evidence of such beneficial ownership.

D. If the corporation commences an inquiry into the allegations made in the demand or complaint, the
court may stay any derivative proceeding for such period as the court deems appropriate.

§ 13.1-672.3. Foreign corporations.

Notwithstanding the provisions of 88 13.1-672.1 and 13.1-672.4, in any derivative proceeding in the right
of aforeign corporation, subject to the court's determination of whether the courts of the Commonwealth are
a convenient forum for such a proceeding, the matters covered by this article shall be governed by the laws of
the jurisdiction of formation of the foreign corporation except for matters covered by subsection € D of
§13.1-672.1 and 88 13.1-672.2 and 13.1-672.5.

§13.1-672.4. Dismissal.

A. A derivative proceeding shall be dismissed by the court on motion by the corporation if one of the
groups specified in subsection B er E has, whether before or after the commencement of the derivative
proceeding:

1. Conducted a review and evaluation, adequately informed in the circumstances, of the allegations made
in the demand or complaint;

2. Determined in good faith on the basis of that review and evaluation that the maintenance of the
derivative proceeding is not in the best interests of the corporation; and

3. Submitted in support of the motion a short and concise statement of the reasons for its determination.

B. Unless a panel is appeinted pursuant to subseetion E; the The determination in subsection A shall be
made by:


https://law.lis.virginia.gov/vacode/13.1-672.1/
https://law.lis.virginia.gov/vacode/13.1-672.3/
https://law.lis.virginia.gov/vacode/13.1-672.1/
https://law.lis.virginia.gov/vacode/13.1-672.4/
https://law.lis.virginia.gov/vacode/13.1-672.1/
https://law.lis.virginia.gov/vacode/13.1-672.2/
https://law.lis.virginia.gov/vacode/13.1-672.5/
https://law.lis.virginia.gov/vacode/13.1-672.4/

493
494
495
496
497
498
499
500
501
502
503
504
505
506
507
508
509
510
511
512
513
514
515
516
517
518
519
520
521
522
523
524
525
526
527
528
529
530
531
532
533
534
535
536
537
538
539
540
541
542

545
546
547

549
550
551
552
553
554

9of 12

1. A majority vote of disinterested directors present at a meeting of the board of directors if the
disinterested directors constitute a quorum; er

2. A mgjority vote of a committee consisting of two or more disinterested directors appointed by a
magjority vote of disinterested directors present at a meeting of the board of directors, regardless of whether
such disinterested directors constituted a quorum; or

3. Upon motion by the corporation, a panel of one or more disinterested persons appointed by the court.

C. If aderivative proceeding is commenced after a determination has been made pursuant to subsection A
rejecting a demand by a shareholder, in order to contest such determination, the esmplaint plaintiff shall
alege with particularity facts establishing that the requirements of subsection A or B have not been met. With
respect to any allegation that the requirements of subsection A or B have not been met, the plaintiff shall be
entitled to discovery if, and only with respect to, facts that are alleged in the complaint with particul arity.

D. Fhre If a determination is made by one of the groups specified in subdivision B 1 or B 2, the plaintiff
shall have the burden of proving that the requirements of subsection A ef B or C have not been met, except
that the corporation shall have the burden with respect to the issue of disinterestedness under subsection B C
if the complaint alleges with particularity facts raising a substantial question as to such disinterestedness. If a
determination is made by a panel appointed pursuant to subdivision B 3, the plaintiff shall have the burden of
proving that the requirements of subsection A or B have not been met.

E: Upen metion by the corperation; the court may appeint a panel of disihterested persons to make a
determination whether the mathtenance of the derivative proceeding is i the best interests of the eerperation:

§13.1-672.5. Payment of and security for expenses.

On termination of a derivative proceeding, the court may:

1. Order the corporation to pay the plaintiff's expenses incurred in the proceeding if it finds that the
derivative proceeding has resulted in a substantial benefit to the corporation; or

2. Order the plaintiff or the plaintiff's attorney to pay the corporation's or any defendant's expenses
incurred in responding to the demand or defending the derivative proceeding if it finds that the demand was
made or the derivative proceeding was commenced or maintained arbitrarily, vexatiously, or not in good
faith.

§ 13.1-689. Committees.

A. Unless the articles of incorporation or bylaws provide otherwise, a board of directors may establish one
or more committees of the board of directors to perform functions of the board of directors and appoint two
or more directors of the board of directors to serve on each committee. Whie ren-beard members may also
be appeinted to a committes; they may net vete on any matter for which the eommitiee is performing a
funetion of the board ef directers: Each committee member serves at the pleasure of the board of directors.

B. Unless the articles of incorporation or bylaws provide otherwise, the establishment of a committee and
appointment of membersto it shall be approved by the greater number of (i) a mgjority of all the directorsin
office when the action is taken or (ii) the number of directors required by the articles of incorporation or
bylaws to take action under § 13.1-688.

C. Sections 13.1-684 through 13.1-688, which govern meetings, action without meetings, notice and
waiver of notice, and quorum and voting requirements of the board of directors, apply to committees and
their members as well.

D. To the extent specified by the board of directors or in the articles of incorporation or bylaws, each
committee may exercise the authority of the board of directors under § 13.1-673, except that a committee
may not:

1. Approve or propose to shareholders action that this chapter requires to be approved by shareholders;

2. Fill vacancies on the board of directors or, subject to subsection E, on any committee;

3. Amend the articles of incorporation pursuant to § 13.1-706;

4. Adopt, amend, or repeal the bylaws;

5. Approve a plan of merger not requiring shareholder approval;

6. Authorize or approve a distribution, except according to a formula or method, or within limits,
prescribed by the board of directors; or

7. Authorize or approve the issuance or sale or contract for sale of shares, or determine the designation
and rights, preferences, and limitations of a class or series of shares, except that the board of directors may
authorize a committee to do so subject to such limits, if any, as may be prescribed by the board of directors;
and () adtherize a senior execdtive officer of the corperation te de so subject to sdeh Hits; H any; as may
be preseribed by the beard of directors or by subsection C of §13.1-646.

E. The board of directors may appoint one or more directors as alternate members of any committee to
replace any absent or disqualified member during the member's absence or disqualification. Unless the
articles of incorporation or the bylaws or the resolutions of the board of directors establishing the committee
provide otherwise, in the event of the absence or disgualification of a member of a committee and there are
no alternate members appointed by the board of directors, the member or members of the committee present
at any meeting and not disqualified from voting may by unanimous action appoint another director to act in
place of the absent or disgqualified member during that member's absence or disqualification.
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F. Non-board members may be appointed to a committee but they shall not vote on any matter for which
the committee is performing a function of the board of directors, provided however, that a committee
authorized to approve or authorize the issuance or sale or contract for sale of shares as provided in
subdivision D 7 may consist of one or more officers and is not required to have any directors as members of
such committee.

§ 13.1-689.1. Submission of mattersfor a shareholder vote.

A corporation may agree to submit a matter to a vote of its shareholders even if, after approving the
matter, the board of directors determinesit no longer recommends such matter.

§ 13.1-691. Interested directorsand officers.

A: A eoenflict of interests transaction is a transaction with the corperation A which a director of the
corporation has an interest that prechudes the director from being a disinterested director: A conflict of
thterests transaction is net voidable by the corporation selely becadse of the director's interest in the
transaction  any ene of the fellowing is true A transaction between the corporation or one or more entities
controlled by the corporation and one or more of the corporation's directors, officers, or related persons,
shall not be the subject of equitable relief, or give rise to an award of damages against a director or officers
of the corporation because of the foregoing circumstances or the receipt of any benefit by any such director,
officer, or related person or because the director or officer is present at or participates in the meeting of the
board or committee that authorizes the transaction, or was involved in the initiation, negotiation, or approval
of the transaction, including by virtue of a director's vote being counted for such purpose, if:

1. The material facts of the transaetien and the director's or officer's relationship or interest as to the
transaction were disclosed or are known to the board of directors or a committee of the board of directors
and the board of directors or committee authorized, approved, or ratified the transaction; or

2. The material facts of the transaction and the director's or officer's relationship or interest as to the
transaction were disclosed to the disinterested shareholders entitled to vete and they authorized, approved, or
ratified the transaction; or

3. Thetransaction was is fair to the corporation.

B. For purposes of subdivision A 1, aeenflict of irterests transaction is authorized, approved, or ratified if
it receives the affirmative vote of a mgjority of the disinterested directors on the board of directors, or on the
committee. A transaction shall not be authorized, approved, or ratified under this section by a single director.
If amajority of the disinterested directors vote to authorize, approve or ratify the transaction, a quorum is
present for the purpose of taking action under this section. The presence of, or avote cast by, a director who
is not disinterested does not affect the validity of any action taken under subdivision A 1 if the transaction is
otherwise authorized, approved or ratified as provided in that subsection.

C. For purposes of subdivision A 2, aeenthet of Hterests transaction is authorized, approved, or ratified if
a quorum exists and it receives the vote of a majority of the shares entitled to be counted under this
subsection. Shares owned by or voted under the control of a director, officer, or related person who s et
disinterested, in each case, has a material interest in the transaction, other than one which would devolve on
the corporation or the shareholders generally may shall not be counted in avote of shareholders to determine
whether to authorize, approve, or ratify a eenttiet ef interests transaction under subdivision A 2: Fhe vote of
these shares; hewever, but such shares shall be counted in determining whether the transaction is approved
under other sections of this chapter. A majority of the shares; whether or et present; that are entitled to be
counted in a vote on the transaction under this subsection constitutes a quorum for the purpose of taking
action under this section.

D. For purposes of this section, a related person is a person who has a familial, financial, professional, or
employment relationship with one or more directors or officers of the corporation that would reasonably be
expected to impair the objectivity of the judgment of one or more of the corporation's directors or officers.

§13.1-724. Shareholder approval of certain dispositions.

A. A sale, lease, exchange or other disposition of the corporation's assets, other than a disposition
described in § 13.1-723, requires approval of the corporation’s shareholdersif the disposition would leave the
corporation without a significant continuing business activity. The corporation will conclusively be deemed
to have retained a significant continuing business activity if it retains a business activity that represented, for
the corporation and its subsidiaries on a consolidated basis, (i) at least 20 percent of total assets at the end of
the most recently completed fiscal year, and (ii) at least 20 percent of either (a) income from continuing
operations before taxes or (b) revenues from continuing operations, in each case for the most recently
completed fiscal year. The board of directors may base a determination under this subsection either on
financial statements prepared on the basis of accounting practices and principles that are reasonable in the
circumstances or on a fair valuation or other method that is reasonable in the circumstances. For any public
corporation, reliance on the most recent financial statements that have been prepared in accordance with
generally accepted accounting principles in the United States shall be deemed to be reasonable in the
circumstances if the financial statements have been audited by independent certified public accountants
whose certification does not include a going concern qualification.

B. A disposition that requires approval of the shareholders under subsection A shall be initiated by
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adoption of a resolution by the board of directors authorizing the disposition. After adoption of such a
resolution, the board of directors shall submit the proposed disposition to the shareholders for their approval.
The board of directors shall also submit to the shareholders a recommendation that the shareholders approve
the proposed disposition, unless the board of directors makes a determination that because of conflicts of
interest or other special circumstances it should not make such a recommendation, in which case the board of
directors shall inform the shareholders of the basis for that determination.

C. The board of directors may set conditions for the approval of a disposition by the shareholders or the
effectiveness of the disposition.

D. If adisposition is required to be approved by the shareholders and if the approval isto be sought at a
shareholders' meeting, the corporation shall notify each shareholder, whether or not entitled to vote, of the
shareholders' meeting at which the disposition is to be submitted for approval in accordance with § 13.1-658.
The notice shall also state that the purpose, or one of the purposes, of the meeting is to consider the
disposition and shall contain or be accompanied by a copy or summary of the agreement pursuant to which
the disposition will be effected. If only a summary of the agreement is sent to shareholders, the corporation
also shall send a copy of the agreement to any shareholder who requestsiit.

E. Unless the articles of incorporation or board of directors, acting pursuant to subsection C, requires a
greater vote or a greater quorum, the approval of a disposition by the shareholders shall require at a meeting
at which a quorum exists the approval of the holders of more than two-thirds of all the votes entitled to be
cast on the disposition. The articles of incorporation may provide for a greater or lesser vote than that
provided for in this subsection or a vote by separate voting groups so long as the vote provided for is not less
than amajority of all the votes cast on the disposition by each voting group entitled to vote on the disposition
at ameeting at which a quorum of the voting group exists.

F. Unless the parties to the disposition have agreed otherwise, after a disposition has been approved by the
shareholders, and at any time before the disposition has been consummated, it may be abandoned without
action by the shareholders, subject to any contractua rights of the parties to the disposition.

G. A disposition of assets in the course of dissolution under Article 16 (8 13.1-742 et seq.) is not governed
by this section.

H. The assets of adirect or indirect consolidated subsidiary shall be deemed to be the assets of the parent
corporation for the purposes of this section.

I. Notwithstanding any other provision of this section, no corporation organized to conduct the business of
arailroad or other public service or a banking business, or a savings institution, an industrial 1oan association
or a credit union may sell, lease or exchange its properties for the conduct of such business in the
Commonwealth except to a corporation of the Commonwealth organized for the same purpose or in the case
of abank to a savings and loan association or a corporation of the United States, and in the case of a savings
and loan association to a bank or a corporation of the United States.

§13.1-770. Corporaterecords.

A. A corporation shall keep as permanent records minutes of all meetings of its shareholders and board of
directors, a record of all actions taken by the shareholders or board of directors without a meeting, and a
record of al actions taken by a committee of the board of directorsin place of the board of directors on behalf
of the corporation.

B. A corporation shall maintain accounting records in a form that permits preparation of its financial
statements.

C. A corporation shall maintain a record of its current shareholders in alphabetical order by class and
series, if any, of shares showing the address of, and the number and class and series, if any, of shares held by
each shareholder. The foregoing shall not require the corporation to maintain, as part of such record of
shareholders, beneficial owners whose shares are held by a nominee on the shareholder's behalf except to the
extent that the corporation has established and maintains a procedure for registration of such rights under
§ 13.1-664. Nothing contained in this subsection shall require the corporation to include in such record the
electronic mail address or other electronic contact information of a shareholder.

D. A corporation shall maintain its records in the form of a document, including an electronic record, or in
another form capable of conversion into paper form within a reasonable time.

E. A corporation shall maintain the following records:

1. A copy of its articles of incorporation as currently in effect, and any notices to shareholders referred to
in subdivision L 5 of § 13.1-604 specifying facts on which afiled document is dependent if those facts are not
included in the articles of incorporation or otherwise available as specified in subdivision L 5 of § 13.1-604;

2. Itsbylaws as currently in effect;

3. Resolutions adopted by its board of directors creating one or more classes or series of shares, and fixing
their relative rights, preferences, and limitations, if shares issued pursuant to those resolutions are
outstanding;

4. The minutes of all shareholders' meetings, and records of all action taken by shareholders without a
meeting, for the past three years;

5. All written communications within the past three years to shareholders generally; tretuding the
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679 financial statements furnished for the past three years under §13-1-774;

680 6. A copy of any shareholders agreement under 8 13.1-671.1 as currently in effect;

681 7. A list of the names and business addresses of its current directors and officers; and

682 7 8. A copy of its most recent annual report filed with the Commission under § 13.1-775.
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