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# # 5586022934 : MAJOR LAWS

KEYWORDS: PREFERENCE SHARE / CONVERSION / LIMITED COMPANY
VANIPA LEARTPITIWATANA: Conversion of Preference Shares in a Thai Limited
Company. ADVISOR: PATANAPORN KOWPATANAKIT, Ph.D., 208 pp.

The Civil and Commercial Code relating to limited companies does not
explicitly have provisions of conversion of preference shares into ordinary shares. On
the other hand, section 1142 provides that if preference shares have been issued,
the preferential rights attributed to such shares cannot be altered. The Office of the
Council of State of Thailand interprets that conversion of preference shares is
deemed to alter the preferential rights and is not allowed by section
1142. Accordingly, conversion of preference shares shall be done by indirect
procedures, i.e. reducing capital to cancel preference shares, amending articles of
association to cancel preferential rights to such shares and then increasing capital by
issuing new ordinary shares in substitution for preference shares. However, the said
procedures have many restrictions, i.e. the complicated procedures and time-
consuming process to hold a shareholders meeting to obtain resolutions for capital
reduction, amendment of the articles of association and capital increase. The
company shall distribute proceeds from capital reduction to the shareholders so that
the shareholders may use the proceeds to pay for the shares. Proceeds from capital
reduction may not be sufficient for making payment for shares for capital increase. If
the shareholders gain profits from capital reduction, the gain is subject to tax. Also,
creditors may object to the capital reduction even though the conversion of
preference shares by indirect procedures by means of capital reduction is actually

not intended to reduce the capital.

It is therefore proposed that the Civil and Commercial Code be amended to

provide for conversion of preference shares and alteration of preferential rights.

Field of Study: Laws Student's Signature

Academic Year: 2014 Advisor's Signature
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" Robert W. Hamilton and Richard A. Booth, Corporation Finance Cases and Materials, 3"
ed. (St. Paul: MINN, 2001), page 312.

** Cornell University Law School. U.S. Code § 243 - Dividends received by corporations

[Onlinel, 2009. Available from: https://www.law.cormnell.edu/uscode/text/26/243 [2015, March 10]

" Robert W. Hamilton and Richard A. Booth, Corporation Finance Cases and Materials, 3"

ed., page 313.
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1985), page 16.
# Ibid., page 17.
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> JUSTIA US Law. Federal United Corp. v. Havender, supra; Hottenstein v. York Ice

Machinery Corp., 3 Cir., 136 F.2d 944; 7 Fletcher, Cyclopedia of Corporations, chap. 43, § 3696.1

page 892 [Online]. Available from: http://law.justia.com/cases/rhode-island/supreme-
court/1969/249-a-2d-89-0.html [2015, March 11]

* Law School Case Briefs. Dalton v. American Investment Co. case brief, 490 A.2d 574

[Online], 2012. Available from: http://www.lawschoolcasebriefs.net/2012/04/dalton-v-american-

investment-co-case.ntml [2015, March 11]
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Delaware Corporation Law
1. Title 8 Chapter 1. General Corporation Law Subchapter I. Formation

§ 111 Jurisdiction to interpret, apply, enforce or determine the validity of corporate

instruments and provisions of this title

(a) Any civil action to interpret, apply, enforce or determine the validity of the

provisions of:
(1) The certificate of incorporation or the bylaws of a corporation;

(2) Any instrument, document or agreement by which a corporation creates
or sells, or offers to create or sell, any of its stock, or any rights or options respecting

its stock;

(3) Any written restrictions on the transfer, registration of transfer or

ownership of securities under § 202 of this title;
(4) Any proxy under § 212 or § 215 of this title;
(5) Any voting trust or other voting agreement under § 218 of this title;

(6) Any agreement, certificate of merger or consolidation, or certificate of
ownership and merger governed by §§ 251-253, §§ 255-258, §§ 263-264, or § 267 of

this title;
(7) Any certificate of conversion under § 265 or § 266 of this title;

(8) Any certificate of domestication, transfer or continuance under § 388, §

389 or § 390 of this title; or

(9) Any other instrument, document, agreement, or certificate required by

any provision of this title;
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may be brought in the Court of Chancery, except to the extent that a statute confers

exclusive jurisdiction on a court, agency or tribunal other than the Court of Chancery.

(b) Any civil action to interpret, apply or enforce any provision of this title may

be brought in the Court of Chancery.

2. Title 8 Chapter 1. General Corporation Law Subchapter V. Stock and

Dividends
§ 151 Classes and series of stock; redemption; rights.

(a) Every corporation may issue 1 or more classes of stock or 1 or more series of
stock within any class thereof, any or all of which classes may be of stock with par
value or stock without par value and which classes or series may have such voting
powers, full or limited, or no voting powers, and such designations, preferences and
relative, participating, optional or other special rights, and qualifications, limitations or
restrictions thereof, as shall be stated and expressed in the certificate of
incorporation or of any amendment thereto, or in the resolution or resolutions
providing for the issue of such stock adopted by the board of directors pursuant to
authority expressly vested in it by the provisions of its certificate of incorporation.
Any of the voting powers, designations, preferences, rights and qualifications,
limitations or restrictions of any such class or series of stock may be made
dependent upon facts ascertainable outside the certificate of incorporation or of any
amendment thereto, or outside the resolution or resolutions providing for the issue
of such stock adopted by the board of directors pursuant to authority expressly
vested in it by its certificate of incorporation, provided that the manner in which such
facts shall operate upon the voting powers, designations, preferences, rights and
qualifications, limitations or restrictions of such class or series of stock is clearly and
expressly set forth in the certificate of incorporation or in the resolution or

resolutions providing for the issue of such stock adopted by the board of directors.
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The term "facts," as used in this subsection, includes, but is not limited to, the
occurrence of any event, including a determination or action by any person or body,
including the corporation. The power to increase or decrease or otherwise adjust the
capital stock as provided in this chapter shall apply to all or any such classes of

stock.

(0) The holders of preferred or special stock of any class or of any series thereof
shall be entitled to receive dividends at such rates, on such conditions and at such
times as shall be stated in the certificate of incorporation or in the resolution or
resolutions providing for the issue of such stock adopted by the board of directors as
hereinabove provided, payable in preference to, or in such relation to, the dividends
payable on any other class or classes or of any other series of stock, and cumulative
or noncumulative as shall be so stated and expressed. When dividends upon the
preferred and special stocks, if any, to the extent of the preference to which such
stocks are entitled, shall have been paid or declared and set apart for payment, a
dividend on the remaining class or classes or series of stock may then be paid out of
the remaining assets of the corporation available for dividends as elsewhere in this

chapter provided.

(e) Any stock of any class or of any series thereof may be made convertible into,
or exchangeable for, at the option of either the holder or the corporation or upon
the happening of a specified event, shares of any other class or classes or any other
series of the same or any other class or classes of stock of the corporation, at such
price or prices or at such rate or rates of exchange and with such adjustments as
shall be stated in the certificate of incorporation or in the resolution or resolutions
providing for the issue of such stock adopted by the board of directors as

hereinabove provided.

§155
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A corporation may, but shall not be required to, issue fractions of a share. If it does
not issue fractions of a share, it shall (1) arrange for the disposition of fractional
interests by those entitled thereto, (2) pay in cash the fair value of fractions of a
share as of the time when those entitled to receive such fractions are determined or
(3) issue scrip or warrants in registered form (either represented by a certificate or
uncertificated) or in bearer form (represented by a certificate) which shall entitle the
holder to receive a full share upon the surrender of such scrip or warrants
aggregating a full share. A certificate for a fractional share or an uncertificated
fractional share shall, but scrip or warrants shall not unless otherwise provided
therein, entitle the holder to exercise voting rights, to receive dividends thereon and
to participate in any of the assets of the corporation in the event of liquidation. The
board of directors may cause scrip or warrants to be issued subject to the conditions
that they shall become void if not exchanged for certificates representing the full
shares or uncertificated full shares before a specified date, or subject to the
conditions that the shares for which scrip or warrants are exchangeable may be sold
by the corporation and the proceeds thereof distributed to the holders of scrip or
warrants, or subject to any other conditions which the board of directors may

impose.
§ 241

(a) Before a corporation has received any payment for any of its stock, it may
amend its certificate of incorporation at any time or times, in any and as many
respects as may be desired, so long as its certificate of incorporation as amended
would contain only such provisions as it would be lawful and proper to insert in an

original certificate of incorporation filed at the time of filing the amendment.

(b) The amendment of a certificate of incorporation authorized by this section

shall be adopted by a majority of the incorporators, if directors were not named in
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the original certificate of incorporation or have not yet been elected, or, if directors
were named in the original certificate of incorporation or have been elected and
have qualified, by a majority of the directors. A certificate setting forth the
amendment and certifying that the corporation has not received any payment for
any of its stock, or that the corporation has no members, as applicable, and that the
amendment has been duly adopted in accordance with this section shall be
executed, acknowledged and filed in accordance with § 103 of this title. Upon such
filing, the corporation's certificate of incorporation shall be deemed to be amended
accordingly as of the date on which the original certificate of incorporation became
effective, except as to those persons who are substantially and adversely affected by
the amendment and as to those persons the amendment shall be effective from the

filing date.

(0) This section will apply to a nonstock corporation before such a corporation
has any members; provided, however, that all references to directors shall be

deemed to be references to members of the governing body of the corporation.
§ 242

(a) After a corporation has received payment for any of its capital stock, or after
a nonstock corporation has members, it may amend its certificate of incorporation,
from time to time, in any and as many respects as may be desired, so long as its
certificate of incorporation as amended would contain only such provisions as it
would be lawful and proper to insert in an original certificate of incorporation filed at
the time of the filing of the amendment; and, if a change in stock or the rights of
stockholders, or an exchange, reclassification, subdivision, combination or
cancellation of stock or rights of stockholders is to be made, such provisions as may
be necessary to effect such change, exchange, reclassification, subdivision,

combination or cancellation. In particular, and without limitation upon such general
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power of amendment, a corporation may amend its certificate of incorporation, from

time to time, so as:
(1) To change its corporate name; or

(2) To change, substitute, enlarge or diminish the nature of its business or its

corporate powers and purposes; or

(3) To increase or decrease its authorized capital stock or to reclassify the
same, by changing the number, par value, designations, preferences, or relative,
participating, optional, or other special rights of the shares, or the qualifications,
limitations or restrictions of such rights, or by changing shares with par value into
shares without par value, or shares without par value into shares with par value
either with or without increasing or decreasing the number of shares, or by
subdividing or combining the outstanding shares of any class or series of a class of

shares into a greater or lesser number of outstanding shares; or

(4) To cancel or otherwise affect the right of the holders of the shares of any

class to receive dividends which have accrued but have not been declared; or

(5) To create new classes of stock having rights and preferences either prior
and superior or subordinate and inferior to the stock of any class then authorized,

whether issued or unissued; or
(6) To change the period of its duration; or
(7) To delete:

a. Such provisions of the original certificate of incorporation which named the
incorporator or incorporators, the initial board of directors and the original

subscribers for shares; and
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b. Such provisions contained in any amendment to the certificate of
incorporation as were necessary to effect a change, exchange, reclassification,
subdivision, combination or cancellation of stock, if such change, exchange,

reclassification, subdivision, combination or cancellation has become effective.

Any or all such changes or alterations may be effected by 1 certificate of

amendment.

(b) Every amendment authorized by subsection (a) of this section shall be made

and effected in the following manner:

(1) If the corporation has capital stock, its board of directors shall adopt a
resolution setting forth the amendment proposed, declaring its advisability, and
either calling a special meeting of the stockholders entitled to vote in respect
thereof for the consideration of such amendment or directing that the amendment
proposed be considered at the next annual meeting of the stockholders; provided,
however, that unless otherwise expressly required by the certificate of incorporation,
no meeting or vote of stockholders shall be required to adopt an amendment that
effects only changes described in paragraph (a)(1) or (7) of this section. Such special
or annual meeting shall be called and held upon notice in accordance with § 222 of
this title. The notice shall set forth such amendment in full or a brief summary of the
changes to be effected thereby unless such notice constitutes a notice of internet
availability of proxy materials under the rules promulgated under the Securities
Exchange Act of 1934 [15 US.C. § 78a et seq]. At the meeting a vote of the
stockholders entitled to vote thereon shall be taken for and against any proposed
amendment that requires adoption by stockholders. If no vote of stockholders is
required to effect such amendment, or if a majority of the outstanding stock entitled
to vote thereon, and a majority of the outstanding stock of each class entitled to

vote thereon as a class has been voted in favor of the amendment, a certificate
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setting forth the amendment and certifying that such amendment has been duly
adopted in accordance with this section shall be executed, acknowledged and filed

and shall become effective in accordance with § 103 of this title.

(2) The holders of the outstanding shares of a class shall be entitled to vote
as a class upon a proposed amendment, whether or not entitled to vote thereon by
the certificate of incorporation, if the amendment would increase or decrease the
ageregate number of authorized shares of such class, increase or decrease the par
value of the shares of such class, or alter or change the powers, preferences, or
special rights of the shares of such class so as to affect them adversely. If any
proposed amendment would alter or change the powers, preferences, or special
richts of 1 or more series of any class so as to affect them adversely, but shall not so
affect the entire class, then only the shares of the series so affected by the
amendment shall be considered a separate class for the purposes of this paragraph.
The number of authorized shares of any such class or classes of stock may be
increased or decreased (but not below the number of shares thereof then
outstanding) by the affirmative vote of the holders of a majority of the stock of the
corporation entitled to vote irrespective of this subsection, if so provided in the
original certificate of incorporation, in any amendment thereto which created such
class or classes of stock or which was adopted prior to the issuance of any shares of
such class or classes of stock, or in any amendment thereto which was authorized by
a resolution or resolutions adopted by the affirmative vote of the holders of a

majority of such class or classes of stock.

3. Title 8 Chapter 1. General Corporation Law Subchapter IX. Merger,

Consolidation or Conversion

§ 251
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(@) Any 2 or more corporations existing under the laws of this State may merge
into a single corporation, which may be any 1 of the constituent corporations or may
consolidate into a new corporation formed by the consolidation, pursuant to an
agreement of merger or consolidation, as the case may be, complying and approved

in accordance with this section.

(b) The board of directors of each corporation which desires to merge or
consolidate shall adopt a resolution approving an agreement of merger or

consolidation and declaring its advisability. The agreement shall state:
(1) The terms and conditions of the merger or consolidation;
(2) The mode of carrying the same into effect;

(3) In the case of a merger, such amendments or changes in the certificate of
incorporation of the surviving corporation as are desired to be effected by the merger
(which  amendments or changes may amend and restate the certificate of
incorporation of the surviving corporation in its entirety), or, if no such amendments
or changes are desired, a statement that the certificate of incorporation of the

surviving corporation shall be its certificate of incorporation;

(4) In the case of a consolidation, that the certificate of incorporation of the

resulting corporation shall be as is set forth in an attachment to the agreement;

(5) The manner, if any, of converting the shares of each of the constituent
corporations into shares or other securities of the corporation surviving or resulting
from the merger or consolidation, or of cancelling some or all of such shares, and, if
any shares of any of the constituent corporations are not to remain outstanding, to
be converted solely into shares or other securities of the surviving or resulting
corporation or to be cancelled, the cash, property, rights or securities of any other

corporation or entity which the holders of such shares are to receive in exchange for,
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or upon conversion of such shares and the surrender of any certificates evidencing
them, which cash, property, rights or securities of any other corporation or entity may
be in addition to or in lieu of shares or other securities of the surviving or resulting

corporation; and

(6) Such other details or provisions as are deemed desirable, including,
without limiting the generality of the foregoing, a provision for the payment of cash
in lieu of the issuance or recognition of fractional shares, interests or rights, or for any

other arrangement with respect thereto, consistent with § 155 of this title.

The agreement so adopted shall be executed and acknowledged in
accordance with § 103 of this title. Any of the terms of the agreement of merger or
consolidation may be made dependent upon facts ascertainable outside of such
agreement, provided that the manner in which such facts shall operate upon the
terms of the agreement is clearly and expressly set forth in the agreement of merger
or consolidation. The term "facts," as used in the preceding sentence, includes, but is
not limited to, the occurrence of any event, including a determination or action by

any person or body, including the corporation.

(0) The agreement required by subsection (b) of this section shall be submitted
to the stockholders of each constituent corporation at an annual or special meeting
for the purpose of acting on the agreement. Due notice of the time, place and
purpose of the meeting shall be mailed to each holder of stock, whether voting or
nonvoting, of the corporation at the stockholder's address as it appears on the
records of the corporation, at least 20 days prior to the date of the meeting. The
notice shall contain a copy of the agreement or a brief summary thereof. At the
meeting, the agreement shall be considered and a vote taken for its adoption or
rejection. If a majority of the outstanding stock of the corporation entitled to vote

thereon shall be voted for the adoption of the agreement, that fact shall be certified
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on the agreement by the secretary or assistant secretary of the corporation, provided
that such certification on the agreement shall not be required if a certificate of
merger or consolidation is filed in lieu of filing the agreement. If the agreement shall
be so adopted and certified by each constituent corporation, it shall then be filed
and shall become effective, in accordance with § 103 of this title. In lieu of filing the
agreement of merger or consolidation required by this section, the surviving or
resulting corporation may file a certificate of merger or consolidation, executed in

accordance with § 103 of this title, which states:

(d) Any agreement of merger or consolidation may contain a provision that at
any time prior to the time that the agreement (or a certificate in lieu thereof) filed
with the Secretary of State becomes effective in accordance with § 103 of this title,
the agreement may be terminated by the board of directors of any constituent
corporation notwithstanding approval of the agreement by the stockholders of all or
any of the constituent corporations; in the event the agreement of merger or
consolidation is terminated after the filing of the agreement (or a certificate in lieu
thereof) with the Secretary of State but before the agreement (or a certificate in lieu
thereof) has become effective, a certificate of termination or merger or consolidation
shall be filed in accordance with § 103 of this title. Any agreement of merger or
consolidation may contain a provision that the boards of directors of the constituent
corporations may amend the agreement at any time prior to the time that the
agreement (or a certificate in lieu thereof) filed with the Secretary of State becomes
effective in accordance with § 103 of this title, provided that an amendment made
subsequent to the adoption of the agreement by the stockholders of any constituent
corporation shall not (1) alter or change the amount or kind of shares, securities,
cash, property and/or rights to be received in exchange for or on conversion of all or

any of the shares of any class or series thereof of such constituent corporation, (2)
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alter or change any term of the certificate of incorporation of the surviving
corporation to be effected by the merger or consolidation, or (3) alter or change any
of the terms and conditions of the agreement if such alteration or change would
adversely affect the holders of any class or series thereof of such constituent
corporation; in the event the agreement of merger or consolidation is amended after
the filing thereof with the Secretary of State but before the agreement has become
effective, a certificate of amendment of merger or consolidation shall be filed in

accordance with § 103 of this title.

(e) In the case of a merger, the certificate of incorporation of the surviving
corporation shall automatically be amended to the extent, if any, that changes in the

certificate of incorporation are set forth in the agreement of merger.

() Notwithstanding the requirements of subsection (c) of this section, unless
required by its certificate of incorporation, no vote of stockholders of a constituent
corporation surviving a merger shall be necessary to authorize a merger if (1) the
agreement of merger does not amend in any respect the certificate of incorporation
of such constituent corporation, (2) each share of stock of such constituent
corporation outstanding immediately prior to the effective date of the merger is to
be an identical outstanding or treasury share of the surviving corporation after the
effective date of the merger, and (3) either no shares of common stock of the
surviving corporation and no shares, securities or obligations convertible into such
stock are to be issued or delivered under the plan of merger, or the authorized
unissued shares or the treasury shares of common stock of the surviving corporation
to be issued or delivered under the plan of merger plus those initially issuable upon
conversion of any other shares, securities or obligations to be issued or delivered
under such plan do not exceed 20% of the shares of common stock of such

constituent corporation outstanding immediately prior to the effective date of the
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merger. No vote of stockholders of a constituent corporation shall be necessary to
authorize a merger or consolidation if no shares of the stock of such corporation
shall have been issued prior to the adoption by the board of directors of the
resolution approving the agreement of merger or consolidation. If an agreement of
merger is adopted by the constituent corporation surviving the merger, by action of
its board of directors and without any vote of its stockholders pursuant to this
subsection, the secretary or assistant secretary of that corporation shall certify on the
agreement that the agreement has been adopted pursuant to this subsection and,
(1) if it has been adopted pursuant to the first sentence of this subsection, that the
conditions specified in that sentence have been satisfied, or (2) if it has been
adopted pursuant to the second sentence of this subsection, that no shares of stock
of such corporation were issued prior to the adoption by the board of directors of
the resolution approving the agreement of merger or consolidation, provided that
such certification on the agreement shall not be required if a certificate of merger or
consolidation is filed in lieu of filing the agreement. The agreement so adopted and
certified shall then be filed and shall become effective, in accordance with § 103 of
this title. Such filing shall constitute a representation by the person who executes
the agreement that the facts stated in the certificate remain true immediately prior

to such filing.
§252

(@) Any 1 or more corporations of this State may merge or consolidate with 1 or
more other corporations of any other state or states of the United States, or of the
District of Columbia if the laws of the other state or states, or of the District permit a
corporation of such jurisdiction to merge or consolidate with a corporation of
another jurisdiction. The constituent corporations may merge into a single

corporation, which may be any 1 of the constituent corporations, or they may
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consolidate into a new corporation formed by the consolidation, which may be a
corporation of the state of incorporation of any 1 of the constituent corporations,
pursuant to an agreement of merger or consolidation, as the case may be, complying
and approved in accordance with this section. In addition, any 1 or more
corporations existing under the laws of this State may merge or consolidate with 1 or
more corporations organized under the laws of any jurisdiction other than 1 of the
United States if the laws under which the other corporation or corporations are
organized permit a corporation of such jurisdiction to merge or consolidate with a

corporation of another jurisdiction.

(b) All the constituent corporations shall enter into an agreement of merger or

consolidation. The agreement shall state:
(1) The terms and conditions of the merger or consolidation;
(2) The mode of carrying the same into effect;

(3) The manner, if any, of converting the shares of each of the constituent
corporations into shares or other securities of the corporation surviving or resulting
from the merger or consolidation, or of cancelling some or all of such shares, and, if
any shares of any of the constituent corporations are not to remain outstanding, to
be converted solely into shares or other securities of the surviving or resulting
corporation or to be cancelled, the cash, property, rights or securities of any other
corporation or entity which the holders of such shares are to receive in exchange for,
or upon conversion of, such shares and the surrender of any certificates evidencing
them, which cash, property, rights or securities of any other corporation or entity may
be in addition to or in lieu of the shares or other securities of the surviving or

resulting corporation;
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(4) Such other details or provisions as are deemed desirable, including,
without limiting the generality of the foregoing, a provision for the payment of cash
in lieu of the issuance or recognition of fractional shares of the surviving or resulting
corporation or of any other corporation the securities of which are to be received in
the merger or consolidation, or for some other arrangement with respect thereto

consistent with § 155 of this title; and

(5) Such other provisions or facts as shall be required to be set forth in
certificates of incorporation by the laws of the state which are stated in the
agreement to be the laws that shall govern the surviving or resulting corporation and

that can be stated in the case of a merger or consolidation.

Any of the terms of the agreement of merger or consolidation may be made
dependent upon facts ascertainable outside of such agreement, provided that the
manner in which such facts shall operate upon the terms of the agreement is clearly
and expressly set forth in the agreement of merger or consolidation. The term "facts,"
as used in the preceding sentence, includes, but is not limited to, the occurrence of
any event, including a determination or action by any person or body, including the

corporation.

(@) The agreement shall be adopted, approved, certified, executed and
acknowledged by each of the constituent corporations in accordance with the laws
under which it is formed, and, in the case of a Delaware corporation, in the same
manner as is provided in § 251 of this title. The agreement shall be filed and shall
become effective for all purposes of the laws of this State when and as provided in
§ 251 of this title with respect to the merger or consolidation of corporations of this
State. In lieu of filing the agreement of merger or consolidation, the surviving or
resulting corporation may file a certificate of merger or consolidation, executed in

accordance with § 103 of this title, which states:
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(1) The name and state or jurisdiction of incorporation of each of the

constituent corporations;

(2) That an agreement of merger or consolidation has been approved,
adopted, certified, executed and acknowledged by each of the constituent

corporations in accordance with this subsection;
(3) The name of the surviving or resulting corporation;

(4) In the case of a merger, such amendments or changes in the certificate of
incorporation of the surviving corporation as are desired to be effected by the merger
(which  amendments or changes may amend and restate the certificate of
incorporation of the surviving corporation in its entirety), or, if no such amendments
or changes are desired, a statement that the certificate of incorporation of the

surviving corporation shall be its certificate of incorporation;



AMANUIN U
California Corporations Code
1. General Provisions Title 1. Corporations Division 1. General Corporation

law Chapter 4. Shares and Share Certificates
Section 400

(a) A corporation may issue one or more classes or series of shares or both, with
full, limited or no voting rights and with such other rights, preferences, privileges and
restrictions as are stated or authorized in its articles. No denial or limitation of voting
richts shall be effective unless at the time one or more classes or series of
outstanding shares or debt securities, singly or in the aggregate, are entitled to full
voting rights; and no denial or limitation of dividend or liquidation rights shall be
effective unless at the time one or more classes or series of outstanding shares,

singly or in the aggregate, are entitled to unlimited dividend and liquidation rights.

(b) All shares of any one class shall have the same voting conversion and
redemption rights and other rights, preferences, privileges and restrictions, unless the
class is divided into series. If a class is divided into series, all the shares of any one
series shall have the same voting, conversion and redemption rights and other rights,

preferences, privileges and restrictions.
Section 401

(@) Before any corporation issues any shares of any class or series of which the
rights, preferences, privileges, and restrictions, or any of them, or the number of
shares constituting any series or the designation of the series, are not set forth in its
articles but are fixed in a resolution adopted by the board pursuant to authority

given by its articles, an officers' certificate shall be executed and filed, setting forth:



174

(1) a copy of the resolution; (2) the number of shares of the class or series; and (3)

that none of the shares of the class or series has been issued.

(b) After any certificate of determination has been filed, but before the
corporation issues any shares of the class or series covered thereby, the board may
alter or revoke any right, preference, privilege, or restriction fixed or determined by
the resolution set forth therein by the adoption of another resolution appropriate for
that purpose and the execution and filing of an officers' certificate setting forth a
copy of the resolution, and stating that none of the shares of the class or the series

affected has been issued.
Section 403

(a) When so provided in the articles, a corporation may issue shares convertible
within the time or upon the happening of one or more specified events and upon
the terms and conditions that are stated in the articles if any of the following

conditions apply:

(1) At the option of the holder or automatically upon either the vote of at
least a majority of the outstanding shares of the class or series to be converted or
upon the happening of one or more specified events, into shares of any class or

series.

(2) If it is a corporation which has a license or franchise from a governmental
agency to conduct its business or a member corporation of a national securities
exchange registered under the United States Securities Exchange Act of 1934, the
license, franchise or membership of which is conditioned upon some or all of the
holders of its stock possessing prescribed qualifications, to the extent necessary to

prevent the loss of such license, franchise or membership or to reinstate it, at the
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option of the corporation, into shares of any class or series or into any other security

of the corporation.

(3) If the corporation is a "listed corporation" as defined in subdivision (d) of
Section 301.5, both at the time of the original issuance of the convertible shares and
at the time of the conversion, at the option of the corporation into shares of any
class or series or into any other security of the corporation, provided that any such
securities received upon conversion are listed or qualified for trading on a stock

exchange or market system defined in subdivision (d) of Section 301.5.

(b) Unless otherwise provided in the articles, a corporation may issue its debt
securities convertible into other debt securities or into shares of the corporation
within such time or upon the happening of one or more specified events and upon

such terms and conditions as are fixed by the board.
Section 405

(a) If at the time of granting option or conversion rights or at any later time the
corporation is not authorized by its articles to issue all the shares required for the
satisfaction of the rights, if and when exercised, the additional number of shares
required to be issued upon the exercise of such option or conversion rights shall be

authorized by an amendment to the articles.
Section 406

Unless the articles provide otherwise, the board may issue shares, options or
securities having conversion or option rights without first offering them to

shareholders of any class.
Section 409

(a) Shares may be issued:
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(1) For such consideration as is determined from time to time by the board,
or by the shareholders if the articles so provide, consisting of any or all of the
following: money paid; labor done; services actually rendered to the corporation or
for its benefit or in its formation or reorganization; debts or securities canceled; and
tangible or intangible property actually received either by the issuing corporation or
by a wholly owned subsidiary; but neither promissory notes of the purchaser (unless
adequately secured by collateral other than the shares acquired or unless permitted
by Section 408) nor future services shall constitute payment or part payment for

shares of the corporation; or

(2) As a share dividend or upon a stock split, reverse stock split,
reclassification of outstanding shares into shares of another class, conversion of
outstanding shares into shares of another class, exchange of outstanding shares for

shares of another class or other change affecting outstanding shares.

(b) Except as provided in subdivision (d), shares issued as provided in this section
or Section 408 shall be declared and taken to be fully paid stock and not liable to
any further call nor shall the holder thereof be liable for any further payments under
the provisions of this division. In the absence of fraud in the transaction, the
judgment of the directors as to the value of the consideration for shares shall be

conclusive.

(o) If the articles reserve to the shareholders the rigsht to determine the
consideration for the issue of any shares, such determination shall be made by

approval of the outstanding shares (Section 152).

(d) A corporation may issue the whole or any part of its shares as partly paid and
subject to call for the remainder of the consideration to be paid therefor. On the
certificate issued to represent any such partly paid shares or, for uncertificated

securities, on the initial transaction statement for such partly paid shares, the total
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amount of the consideration to be paid therefor and the amount paid thereon shall
be stated. Upon the declaration of any dividend on fully paid shares, the corporation
shall declare a dividend upon partly paid shares of the same class, but only upon

the basis of the percentage of the consideration actually paid thereon.

(e) The board shall state by resolution its determination of the fair value to the
corporation in monetary terms of any consideration other than money for which
shares are issued. This subdivision does not affect the accounting treatment of any
transaction, which shall be in conformity with generally accepted accounting

principles.
Section 415

Nothing in this division shall be construed as a derogation of any rights or remedies
which any creditor or shareholder may have against any promoter, shareholder,
director, officer or the corporation because of participation in any fraud or illegality
practiced upon such creditor or shareholder by any such person or by the
corporation in connection with the issue or sale of shares or other securities or in
derogation of any rights which the corporation may have by rescission, cancellation
or otherwise because of any fraud or illegality practiced on it by any such person in

connection with the issue or sale of shares or other securities.
Section 417

If the shares of the corporation are classified or if any class of shares has two or
more series, there shall appear on the certificate or, in the case of uncertificated
securities, the initial transaction statement and written statements, one of the

following:
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(@) A statement of the rights, preferences, privileges and restrictions granted to or
imposed upon each class or series of shares authorized to be issued and upon the

holders thereof.

(b) A summary of such rights, preferences, privileges and restrictions with
reference to the provisions of the articles and any certificates of determination

establishing the same.

(0) A statement setting forth the office or agency of the corporation from which
shareholders may obtain, upon request and without charge, a copy of the statement

referred to in subdivision (a).
Section 418

(a) There shall also appear on the certificate, the initial transaction statement,
and written statements (unless stated or summarized under subdivision (a) or (b) of
Section 417) the statements required by all of the following clauses to the extent

applicable:
(1) The fact that the shares are subject to restrictions upon transfer.

(2) If the shares are assessable or are not fully paid, a statement that they are
assessable or the statements required by subdivision (d) of Section 409 if they are

not fully paid.

(3) The fact that the shares are subject to a voting agreement under
subdivision (a) of Section 706 or an irrevocable proxy under subdivision (e) of Section

705 or restrictions upon voting rights contractually imposed by the corporation.
(4) The fact that the shares are redeemable.

(5) The fact that the shares are convertible and the period for conversion.
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Any such statement or reference thereto (Section 174) on the face of the certificate,
the initial transaction statement, and written statements required by paragraph (1) or

(2) shall be conspicuous.

(b) Unless stated on the certificate, the initial transaction statement, and written
statements as required by subdivision (a), no restriction upon transfer, no right of
redemption and no voting agreement under subdivision (a) of Section 706, no
irevocable proxy under subdivision (e) of Section 705, and no voting restriction
imposed by the corporation shall be enforceable against a transferee of the shares
without actual knowledge of such restriction, right, agreement or proxy. With regard
only to liability to assessment or for the unpaid portion of the subscription price,
unless stated on the certificate as required by subdivision (a), that liability shall not
be enforceable against a transferee of the shares. For the purpose of this subdivision,

"transferee" includes a purchaser from the corporation.

(0) All certificates representing shares of a close corporation shall contain in
addition to any other statements required by this section, the following conspicuous
legend on the face thereof: "This corporation is a close corporation. The number of
holders of record of its shares of all classes cannot exceed  [a number not in
excess of 35]. Any attempted voluntary inter vivos transfer which would violate this
requirement is void. Refer to the articles, bylaws and any agreements on file with the

secretary of the corporation for further restrictions."

(d) Any attempted voluntary inter vivos transfer of the shares of a close
corporation which would result in the number of holders of record of its shares
exceeding the maximum number specified in its articles is void if the certificate

contains the legend required by subdivision (c).

2. General Provisions Title 1. Corporations Division 1. General Corporation

law Chapter 9. Amendment of Articles
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Section 903

(a) A proposed amendment must be approved by the outstanding shares
(Section 152) of a class, whether or not such class is entitled to vote thereon by the

provisions of the articles, if the amendment would:

(1) Increase or decrease the aggregate number of authorized shares of such
class, other than an increase as provided in either subdivision (b) of Section 405 or

subdivision (c) of Section 902.

(2) Effect an exchange, reclassification, or cancellation of all or part of the

shares of such class, including a reverse stock split but excluding a stock split.

(3) Effect an exchange, or create a right of exchange, of all or part of the

shares of another class into the shares of such class.

(4) Change the rights, preferences, privileges or restrictions of the shares of

such class.

(5) Create a new class of shares having rights, preferences or privileges prior to
the shares of such class, or increase the rights, preferences or privileges or the
number of authorized shares of any class having rights, preferences or privileges prior

to the shares of such class.

(6) In the case of preferred shares, divide the shares of any class into series
having different rights, preferences, privileges or restrictions or authorize the board to

do so.

(7) Cancel or otherwise affect dividends on the shares of such class which

have accrued but have not been paid.
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(b) Different series of the same class shall not constitute different classes for the
purpose of voting by classes except when a series is adversely affected by an

amendment in a different manner than other shares of the same class.

(0) In addition to approval by a class as provided in subdivision (a), a proposed

amendment must also be approved by the outstanding voting shares (Section 152).
Section 905

In the case of amendments adopted after the corporation has issued any shares, the
corporation shall file a certificate of amendment, which shall consist of an officers'

certificate stating:

(a) The wording of the amendment or amended articles in accordance with

Section 907;
(b) That the amendment has been approved by the board;

(0) If the amendment is one for which the approval of the outstanding shares
(Section 152) is required, that the amendment was approved by the required vote of
shareholders in accordance with Section 902, 903 or 904; the total number of
outstanding shares of each class entitled to vote with respect to the amendment;
and that the number of shares of each class voting in favor of the amendment
equaled or exceeded the vote required, specifying the percentage vote required of

each class entitled to vote; and

(d) If the amendment is one which may be adopted with approval by the board

alone, a statement of the facts entitling the board alone to adopt the amendment.

In the event of an amendment of the articles pursuant to a merger, the filing of the
officers' certificate and agreement pursuant to Section 1103 or a certificate of
ownership pursuant to subdivision (d) of Section 1110 shall be in lieu of any filing

required under this chapter.
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Section 908

Upon the filing of the certificate of amendment, the articles shall be amended in
accordance with the certificate and any stock split, reverse stock split, reclassification,
cancellation, exchange or other change in shares shall be effected, and a copy of the
certificate, certified by the Secretary of State, is prima facie evidence of the

performance of the conditions necessary to the adoption of the amendment.



AMARNUIN A

The Companies Act 2006

Section 5 Companies limited by guarantee and having share capital

(1 A company cannot be formed as, or become, a company limited by

guarantee with a share capital.

(3) Any provision in the constitution of a company limited by guarantee that
purports to divide the company’s undertaking into shares or interests is a provision
for a share capital. This applies whether or not the nominal value or number of the

shares or interests is specified by the provision.
Section 7 Method of forming company
o)) A company is formed under this Act by one or more persons—

(a) subscribing their names to a memorandum of association (see section 8),

and

(b) complying with the requirements of this Act as to registration (see sections

9 to 13).
2 A company may not be so formed for an unlawful purpose.
Section 8 Memorandum of association

o)) A memorandum of association is a memorandum stating that the

subscribers—
(a) wish to form a company under this Act, and

(b) agree to become members of the company and, in the case of a

company that is to have a share capital, to take at least one share each.

(2) The memorandum must be in the prescribed form and must be

authenticated by each subscriber.
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Section 11  Statement of guarantee

(3) It must state that each member undertakes that, if the company is wound up
while he is a member, or within one year after he ceases to be a member, he will

contribute to the assets of the company such amount as may be required for—

(a) payment of the debts and liabilities of the company contracted before he

ceases to be a member

Section 18 Articles of association

(1) A company must have articles of association prescribing regulations for the
company.
(2) Unless it is a company to which model articles apply by virtue of section 20

(default application of model articles in case of limited company), it must register

articles of association.

(3) Articles of association registered by a company must—
(a) be contained in a single document, and
(b) be divided into paragraphs numbered consecutively.

(4) References in the Companies Acts to a company’s “articles” are to its articles

of association.
Section 540 Shares

(1) In the Companies Acts “share”, in relation to a company, means share in the

company’s share capital.
(2) A company’s shares may no longer be converted into stock.

(3) Stock created before the commencement of this Part may be reconverted

into shares in accordance with section 620.
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(4) In the Companies Acts—

(a) references to shares include stock except where a distinction between

share and stock is express or implied, and

(b) references to a number of shares include an amount of stock where the

context admits of the reference to shares being read as including stock.
Section 541 Nature of shares

The shares or other interest of a member in a company are personal property (or, in

Scotland, moveable property) and are not in the nature of real estate (or heritage).
Section 617 Alteration of share capital of limited company

(1) A limited company having a share capital may not alter its share capital

except in the following ways.
(3) The company may—

(a) sub-divide or consolidate all or any of its share capital in accordance with

section 618, or
(b) reconvert stock into shares in accordance with section 620.
Section 620 Reconversion of stock into shares

(1) A limited company that has converted paid-up shares into stock (before the
repeal by this Act of the power to do so) may reconvert that stock into paid-up

shares of any nominal value.

(2) A company may exercise the power conferred by this section only if its

members have passed an ordinary resolution authorising it to do so.

(3) A resolution under subsection (2) may authorise a company to exercise the

power conferred by this section—
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(a) on more than one occasion;
(b) at a specified time or in specified circumstances.
Section 621 Notice to registrar of reconversion of stock into shares

(1) If a company exercises a power conferred by section 620 (reconversion of
stock into shares) it must within one month after doing so give notice to the registrar,

specifying the stock affected.
(2) The notice must be accompanied by a statement of capital.

(3) The statement of capital must state with respect to the company’s share

capital immediately following the exercise of the power—
(a) the total number of shares of the company,
(b) the aggregate nominal value of those shares,
(c) for each class of shares—
(i) prescribed particulars of the rights attached to the shares,
(ii) the total number of shares of that class, and
(iii) the aggregate nominal value of shares of that class, and

(d) the amount paid up and the amount (if any) unpaid on each share

(whether on account of the nominal value of the share or by way of premium).

(4) If default is made in complying with this section, an offence is committed

by—
(a) the company, and
(b) every officer of the company who is in default.

(5) A person guilty of an offence under this section is liable on summary

conviction to a fine not exceeding level 3 on the standard scale and, for continued
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contravention, a daily default fine not exceeding one-tenth of level 3 on the

standard scale.
Section 629 Classes of shares

(1) For the purposes of the Companies Acts shares are of one class if the rights

attached to them are in all respects uniform.

2) For this purpose the rights attached to shares are not regarded as different
from those attached to other shares by reason only that they do not carry the same

rights to dividends in the twelve months immediately following their allotment.
Section 630 Variation of class rights: companies having a share capital

(1) This section is concerned with the variation of the rights attached to a class

of shares in a company having a share capital.
2) Rights attached to a class of a company’s shares may only be varied—

(a) in accordance with provision in the company’s articles for the variation of

those rights, or

(b) where the company’s articles contain no such provision, if the holders of

shares of that class consent to the variation in accordance with this section.

(3) This is without prejudice to any other restrictions on the variation of the
rights.
(4) The consent required for the purposes of this section on the part of the

holders of a class of a company’s shares is—

(a) consent in writing from the holders of at least three-quarters in nominal
value of the issued shares of that class (excluding any shares held as treasury shares),

or
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(b) a special resolution passed at a separate general meeting of the holders

of that class sanctioning the variation.

(5) Any amendment of a provision contained in a company’s articles for the
variation of the rights attached to a class of shares, or the insertion of any such

provision into the articles, is itself to be treated as a variation of those rights.

(6) In this section, and (except where the context otherwise requires) in any
provision in a company’s articles for the variation of the rights attached to a class of
shares, references to the variation of those rights include references to their

abrogation.

Section 632 Variation of class rights: saving for court’s powers under other

provisions

Nothing in section 630 or 631 (variation of class rights) affects the power of the court

under—

section 98 (application to cancel resolution for public company to be reregistered as

private),

Part 26 (arrangements and reconstructions), or

Part 30 (protection of members against unfair prejudice).

Section 633 Right to object to variation: companies having a share capital

o)) This section applies where the rights attached to any class of shares in a
company are varied under section 630 (variation of class rights: companies having a

share capital).

2) The holders of not less in the aggregate than 15% of the issued shares of the
class in question (being persons who did not consent to or vote in favour of the

resolution for the variation) may apply to the court to have the variation cancelled.
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For this purpose any of the company’s share capital held as treasury shares is

disregarded.

(3) If such an application is made, the variation has no effect unless and until it is

confirmed by the court.
(4) Application to the court—

(@) must be made within 21 days after the date on which the consent was

given or the resolution was passed (as the case may be), and

(b) may be made on behalf of the shareholders entitled to make the
application by such one or more of their number as they may appoint in writing for

the purpose.

(5) The court, after hearing the applicant and any other persons who apply to
the court to be heard and appear to the court to be interested in the application,
may, if satisfied having regard to all the circumstances of the case that the variation
would unfairly prejudice the shareholders of the class represented by the applicant,
disallow the variation, and shall if not so satisfied confirm it. The decision of the

court on any such application is final.
Section 637 Notice of particulars of variation of rights attached to shares

(1) Where the rights attached to any shares of a company are varied, the
company must within one month from the date on which the variation is made

deliver to the registrar a notice giving particulars of the variation.

2 If default is made in complying with this section, an offence is committed

by—
(a) the company, and

(b) every officer of the company who is in default.
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(3) A person guilty of an offence under this section is liable on summary
conviction to a fine not exceeding level 3 on the standard scale and, for continued
contravention, a daily default fine not exceeding one-tenth of level 3 on the

standard scale.



AARNUIN

Companies Act of Japan 2005
Companies Act (part | to Part IV) (Act No. 86 of 2005)

Article 108  Shares of Different Classes

(1) A Stock Company may issue two or more classes of shares with different
features which have different provisions on the following matters; provided, however,
that a Company with Committees and a Public Company may not issue shares of a

class that has provisions in relation to the matters listed in item (ix):
(i) Dividends of surplus;
(ii) Distribution of residual assets;
(iii) Capacity to exercise the right to vote at a shareholders meeting;

(iv) That the approval of such Stock Company shall be required for the

acquisition of such class shares by assignment;

(v) That shareholders may demand that such Stock Company acquire such

class shares held by such shareholders;

(Vi) That such Stock Company may acquire such class shares on condition of

certain grounds arising;

(vii) That such Stock Company shall acquire all of such class shares by

resolution of the shareholders meeting;

(viii) Such of the matters to be resolved at a shareholders meeting or at a
(shareholders meeting or board of directors meeting for a Company with Board of
Directors, or at a shareholders meeting or board of liquidators meeting for a
Company with Board of Liquidators re (referring to the Company with Board of

Liquidators as provided for Article 478 (6). The same shall apply hereinafter in this
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Article.), that require, in addition to such resolution, a resolution of a Class Meeting

constituted by the Class Shareholders of such class shares.

(ix) That directors or company auditors shall be elected at a Class Meeting

constituted by the Class Shareholders of such class shares.

2) In cases where a Stock Company issues two or more classes of shares with
different features that have different provisions on the following matters, it shall
provide for the matters prescribed in each of such items and the Total Number of

Authorized Shares in a Class in the articles of incorporation:

(i) Regarding dividends of surplus: The method for determining the Dividend
Property to be delivered to the shareholders of such classes, the conditions for

dividends of surplus, and other features relating to dividends of surplus;

(i) Regarding the distribution of residual assets: The method for determining
the value of the residual assets to be delivered to the shareholders of such classes,
the kinds of such residual assets, and other features of treatment relating to the

distribution of residual assets;

(i) Regarding the matter of capacity to exercise the right to vote at

shareholders meetings: The following matters:

(a) The matters in relation to which the voting right may be exercised

at a shareholders meeting; and

(b) If any condition on the exercise of the voting right is to be

prescribed for such class shares, such condition.

(iv) Regarding the fact that the approval of such Stock Company shall be
required for the acquisition of such class shares by assignment: The matters

prescribed in
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(v) Regarding the fact that shareholders may demand that such Stock
Company acquire such class shares held by such shareholders: The following

matters:

(@) The matters prescribed in item (i), paragraph (2) of the preceding

article with respect to such class shares;

(b) If, in exchange for the acquisition of one share of such class shares,
other shares of such Stock Company are delivered to such shareholders, the class of
such other shares and the total number of each class, or the method for calculating

such number;

(vi) Regarding the fact that such Stock Company may acquire such class

shares on condition of certain grounds arising: The following matters:

(a) The matters prescribed in item (iii), paragraph (2) of the preceding

article with respect to such class shares;

(b) If, in exchange for the acquisition of one share of such class shares,
other shares of such Stock Company are delivered to such shareholders, the class of
such other shares and the total number of each class, or the method for calculating

such number;

(vii) Regarding the fact that such Stock Company shall acquire all of such

class of shares by resolution of a shareholders meeting; The following matters:

(@) The method for determining the value of the acquisition price

prescribed in Article 171 1 (i)

(b) If any condition is to be prescribed on whether or not the

resolution of such shareholders meeting may be effected, such condition.
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(viii) Regarding such of the matters to be resolved at a shareholders meeting
or (at a shareholders meeting or board of directors meeting for a Company with
Board of Directors, or at a shareholders meeting or board of liquidators meeting for a
Company with Board of Liquidators, that require, in addition to such) resolution, a
resolution of a Class Meeting constituted by the Class Shareholders of such class

shares. The following matters:

(@) The matters for which the resolution of such Class Meeting is

required; and

(b) If any condition for which the resolution of such Class Meeting is

required is to be prescribed, such condition

(ix) Regarding the fact that directors or company auditors shall be elected at a
Class Meeting constituted by the Class Shareholders of such class shares. The

following matters:

(a) The election of directors or company auditors at a Class Meeting
constituted by such Class Shareholders and the number of directors or company

auditors to be elected;

(b) If some or all of the directors or company auditors who may be
elected pursuant to the provisions of (a) shall be elected jointly with other Class
Shareholders, the class of the shares held by such other Class Shareholders, and the

number of directors or company auditors to be elected jointly;

(0) If there is any condition that alters the matters listed in (a) or (b),
such condition, and the matters listed in (a) or (b) after such alternation in cases

where such condition is fulfilled; and

(d) In addition to the matters listed in (a) to (c) inclusive, any matter

prescribed by the applicable Ordinance of the Ministry of Justice
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(3) Notwithstanding the provisions of the preceding paragraph, with respect to
some or all of the matters prescribed in each item of the same paragraph limited to
the (amount of dividends which may be received by Class Shareholders of classes
with different features with respect to dividends of surplus, and other matters
prescribed by the applicable Ordinance of the Ministry of Justice , it may be)
provided in the articles of incorporation to the effect that such matters shall be
determined by resolution of a shareholders meeting or at a shareholders meeting (or
board of directors meeting for a Company with Board of Directors, or at a
shareholders meeting or board of liquidators meeting for a Company with Board of
Liquidators by the time of the first issue) of such class shares. In such cases, an

outline of the features thereof shall be provided for in the articles of incorporation.
Article 288  Issuing of Share Option Certificates

(1) A Stock Company shall, without delay after the day of issue of Share Options
with Issued Certificate, issue Share Option certificates for such Share Options with

Issued Certificate.

2) Notwithstanding the provisions of the preceding paragraph, a Stock Company
may elect to not deliver the Share Option certificates under that paragraph until the

holders of Share Options so request.
Article 289  Matters to be Stated on Share Option Certificate

A Stock Company shall state the following matters and the serial number on a Share
Option certificate and the Representative Director of the Stock Company or (the
representative executive officer for a Company with Committees shall affix) his/her

signature, or name and seal:

(i) The trade name of the Stock Company; and
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(i) The features and number of Share Options with Issued Certificate relating

to such Share Option certificates;

Article 290 Conversion between Registered Share Option and Bearer Share

Option

Holders of Share Options with Issued Certificate may demand at any time that the
Stock Company convert their registered Share Option certificates into bearer Share
Option certificates, or convert their bearer Share Option certificates into registered
Share Option certificates, except in cases where there is an arrangement that such
conversion is not possible under the provisions with respect to the matters listed in

Article 236 (1) (i).



AMANUIN
Financial Instruments and Exchange Act (Act No. 25 of 1948)
Article 101  Entity Conversion from Membership-Type Financial Instruments

Exchange into Stock Company-Type Financial Instruments Exchange

A Membership-Type Financial Instruments Exchange may become a Stock Company-

Type Financial Instruments Exchange through Entity Conversion.

Article 101-3 Keeping and Inspection, etc. of Documents, etc. Concerning Entity

Conversion Plan

(1) A Membership-Type Financial Instruments Exchange implementing Entity
Conversion shall, during the period from five days prior to the day of a general
meeting set forth in paragraph (1) of the preceding Article until the day immediately
before the Effective Date, keep at its principal office the documents or
electromagnetic records containing or recording the contents of the entity conversion

plan and other matters specified by a Cabinet Office Ordinance.

2 A member and a creditor of a Membership-Type Financial Instruments
Exchange implementing Entity Conversion may make the following requests to the
Membership-Type Financial Instruments Exchange at any time during the business
hours; provided, however, that in order to make the request listed in item (ii) or (iv),
such person shall pay the cost determined by the Membership-Type Financial

Instruments Exchange:

(i) a request for inspection of the documents set forth in the preceding

paragraph;

(i) a request for delivery of the transcripts or the extracts of the documents

set forth in the preceding paragraph;
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(iii) a request for inspection of information recorded in the electromagnetic
record set forth in the preceding paragraph, which are indicated by a method

specified by a Cabinet Office Ordinance; and

(iv) a request for provision of information recorded in the electromagnetic
record set forth in the preceding paragraph by the electromagnetic device which is
specified by a Cabinet Office Ordinance, or a request for delivery of the documents

containing such information.
Article 101-4 Objection by Creditors

(1) A creditor of a Membership-Type Financial Instruments Exchange
implementing Entity Conversion may make an objection with regard to the Entity

Conversion against the Membership Type Financial Instruments Exchange.

2) A Membership-Type Financial Instruments Exchange implementing Entity
Conversion shall give public notice of the following matters in the Official Gazette
and send a demand on such matters individually to known creditors; provided,

however, that the period set forth in item (ii) may not be less than one month:

(3) When a creditor does not make an objection within the period set forth in
item (i) of the preceding paragraph, said creditor shall be deemed to have approved

said Entity Conversion.

(4) When a creditor makes an objection within the period set forth in item (ii) of
paragraph (2), a Membership-Type Financial Instruments Exchange implementing
Entity Conversion shall make payment or provide reasonable security to said
creditor, or deposit reasonable property with a trust company, etc., for the purpose
of having such creditor receive the payment; provided, however, that this shall not

apply to the cases where said Entity Conversion is not likely to harm said creditor.

Article 101-6 Allotment of Shares to Member
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o)) A member of a Membership-Type Financial Instruments Exchange shall be
allotted shares of the Stock Company-Type Financial Instruments Exchange after

Entity Conversion or money, in accordance with the entity conversion plan.

2) The provisions of Article 234, paragraph (1) (excluding each item) and
paragraphs (2) to (5) inclusive, Article 868(1), Article 869, Article 871, Article 874
(limited to the part pertaining to item (iv)), Article 875 and Article 876 of the
Companies Act shall apply mutatis mutandis to the cases where shares or money are
allotted to a member under the provisions of the preceding paragraph. In this case,

any necessary technical replacement of terms shall be specified by a Cabinet Order.
Article 101-9 Issuance of Shares upon Entity Conversion

A Membership-Type Financial Instruments Exchange may, at the time of Entity
Conversion, issue shares of the Stock Company-Type Financial Instruments Exchange
after Entity Conversion, in addition to allotting shares prescribed in Article 101-6(1). In

this case, the following matters shall be specified in the entity conversion plan:

(i) the number of shares issued under the provisions of this Article (hereinafter
referred to as the "Shares Issued upon Entity Conversion" in this Division) (in the case
where a Stock Company-Type Financial Instruments Exchange after Entity Conversion
is @ company with class shares, the classes and the number of the Shares Issued

upon Entity Conversion);

(i) the amount to be paid for the Shares Issued upon Entity Conversion
(which means the amount of money to be paid or property other than money to be
delivered, in exchange for one Share Issued upon Entity Conversion) or the method

of calculation of such amount;

(iii) when property other than money will be the subject of contribution, a

statement to that effect and the description and value of said property;



200

(iv) the date of payment of money or delivery of the property set forth in the
preceding item, which is to be made in exchange for the Shares Issued upon Entity

Conversion; and
(v) matters concerning the stated capital or capital reserve to be increased.
Article 101-14 Timing of Shareholder Status

A subscriber for the Shares Issued upon Entity Conversion shall become a
shareholder of the Shares Issued upon Entity Conversion for which the subscriber has

effected the Performance of Contribution, on the Effective Date.
Article 102  Action Seeking Invalidation of Entity Conversion

(1) The provisions of Articles 828(1) (limited to the part pertaining to item (vi))
and paragraph (2) (limited to the part pertaining to item (vi)), Article 834 (limited to
the part pertaining to item (vi)), Article 835(1), Articles 836 to 839 inclusive, Article
846 and Article 937(3) (limited to the part pertaining to item (i)) of the Companies Act
shall apply mutatis mutandis to an action seeking invalidation of Entity Conversion of
a Membership-Type Financial Instruments Exchange. In this case, the term
"shareholders, etc. or members, etc. of the company implementing entity
conversion" in Article 828(2)(vi) of the that Act shall be deemed to be replaced with
"Member, etc. (meaning members, president, board members, auditors or liquidators)
of a Membership-Type Financial Instruments Exchange implementing entity
conversion"; and the term "shareholders, etc., members, etc. of the company after
Entity Conversion" in that item of the same Act shall be deemed to be replaced with
"shareholders, etc. (meaning shareholders, directors or liquidators (with regard to a
company with board of company auditors, meaning shareholders, directors, company
auditors or liquidators; and with regard to a company with committees, meaning

shareholders, directors, executive officers or liquidators)) of a Membership-Type
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Financial Instruments Exchange after Entity Conversion,"; the term "the head office of
each company" in Article 937(3) of that Act shall be deemed to be replaced with
"the head office and branch offices of and the principal office and secondary offices
of the Financial Instruments Exchange,; and any other necessary technical

replacement of terms shall be specified by a Cabinet Order.



AMANUIN R
Companies Act (Chapter 50) (Original Enactment: Act 42 of 1967)
Revised Edition 2006 (31st October 2006)

Section 22 Requirements as to memorandum

(1) The memorandum of every company shall be dated and shall state, in

addition to other requirements —
(a) the name of the company;
(b) [Deleted by Act 5 of 2004]
(c) [Deleted by Act 21 of 2005]

(d) if the company is a company limited by shares, that the liability of the

members is limited;

(e) if the company is a company limited by guarantee, that the liability of the
members is limited and that each member undertakes to contribute to the assets of
the company, in the event of its being wound up while he is @ member or within one
year after he ceases to be a member, for payment of the debts and liabilities of the
company contracted before he ceases to be a member and of the costs, charges and
expenses of winding up and for adjustment of the rights of the contributories among

themselves, such amount as may be required not exceeding a specified amount;

(f) if the company is an unlimited company, that the liability of the members

is unlimited;
(g) the full names, addresses and occupations of the subscribers thereto; and

(h) that such subscribers are desirous of being formed into a company in
pursuance of the memorandum and (where the company is to have a share capital)
respectively agree to take the number of shares in the capital of the company set

out opposite their respective names.
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(1A) On 30th January 2006, any provision (or part thereof) then subsisting in the

memorandum of any company which states —

(a) the amount of share capital with which the company proposes to be or is

registered; or

(b) the division of the share capital of the company into shares of a fixed
amount, shall, in so far as it relates to the matters referred to in either or both of

paragraphs (a) and (b), be deemed to be deleted.

(2) Each subscriber to the memorandum shall, if the company is to have a share
capital, make a declaration to the Registrar, either by himself or through a prescribed
person authorised by him, as to the number of shares (not being less than one) that

he agrees to take.

(3) A statement in the memorandum of a company limited by shares that the
liability of members is limited shall mean that the liability of the members is limited

to the amount, if any, unpaid on the shares respectively held by them.

(4) A copy of the memorandum, duly signed by the subscribers and stating, if the
company is to have a share capital, the number of shares that each subscriber has

agreed to take, shall be kept at the registered office of the company.
Section 35  Articles of association

o)) There may in the case of a company limited by shares and there shall in the
case of a company limited by guarantee or an unlimited company be registered with
the memorandum, articles signed by the subscribers to the memorandum prescribing

regulations for the company.
(2) Articles shall comply with such requirements as may be prescribed.

(3) [Deleted by Act 21 of 2005]
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(4) In the case of an unlimited company or a company limited by guarantee the
articles shall state the number of members with which the company proposes to be

registered.

(5) Where a company to which subsection (4) applies changes the number of its
members so that it is different from the registered number, the company shall,
within 14 days after the date on which the change was resolved or took place, lodge

with the Registrar notice of the change in the prescribed form.

(6) Every company which makes default in complying with subsection (5) and
every officer of the company who is in default in complying with that subsection
shall be guilty of an offence and shall be liable on conviction to a fine not exceeding

$2,000 and also to a default penalty.
Section 37  Alteration of articles

(1) Subject to this Act (in particular section 26A and any provision included in its
articles in accordance with that section) and to any conditions in its memorandum, a

company may by special resolution alter or add to its articles.

(2) Any alteration or addition so made in the articles shall, subject to this Act, on
and from the date of the special resolution or such later date as is specified in the
resolution, be as valid as if originally contained therein and be subject in like manner

to alteration by special resolution.

(3) Subject to this section, any company shall have the power and shall be
deemed always to have had the power to amend its articles by the adoption of all
or any of the regulations contained in Table A, by reference only to the regulations
in that Table or to the numbers of particular regulations contained therein, without
being required in the special resolution effecting the amendment to set out the text

of the regulations so adopted.
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Section 71  Power of company to alter its share capital

(1) A company, if so authorised by its articles, may in general meeting alter its

share capital in any one or more of the following ways:
(a) [Deleted by Act 21 of 2005]
(b) consolidate and divide all or any of its share capital;

(c) convert all or any of its paid-up shares into stock and reconvert that stock

into paid-up shares;

(d) subdivide its shares or any of them, so however that in the subdivision the
proportion between the amount paid and the amount, if any, unpaid on each
reduced share shall be the same as it was in the case of the share from which the

reduced share is derived;

(e) cancel the number of shares which at the date of the passing of the
resolution in that behalf have not been taken or agreed to be taken by any person
or which have been forfeited and diminish the amount of its share capital by the

number of the shares so cancelled.
Section 74  Rights of holders of classes of shares

(1) If, in the case of a company the share capital of which is divided into different
classes of shares, provision is made by the memorandum or articles for authorising
the variation or abrogation of the rights attached to any class of shares in the
company, subject to the consent of any specified proportion of the holders of the
issued shares of that class or the sanction of a resolution passed at a separate
meeting of the holders of those shares, and in pursuance of that provision, the rights
attached to any such class of shares are at any time varied or abrogated, the holders
of not less in the aggregate than 5% of the issued shares of that class may apply to

the Court to have the variation or abrogation cancelled, and, if any such application
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is made, the variation or abrogation shall not have effect until confirmed by the

Court.

(1A)  For the purposes of subsection (1), any of the company’s issued share

capital held as treasury shares shall be disregarded.

(2) An application shall not be invalid by reason of the applicants or any of them
having consented to or voted in favour of the resolution for the variation or
abrogation if the Court is satisfied that any material fact was not disclosed by the

company to those applicants before they so consented or voted.

(3) The application shall be made within one month after the date on which the
consent was given or the resolution was passed or such further time as the Court
allows, and may be made on behalf of the shareholders entitled to make the
application by such one or more of their number as they appoint in writing for the

purpose.

(4) On the application the Court, after hearing the applicant and any other
persons who apply to the Court to be heard and appear to the Court to be
interested, may, if satisfied having regard to all the circumstances of the case that
the variation or abrogation would unfairly prejudice the shareholders of the class
represented by the applicant, disallow the variation or abrogation, as the case may
be, and shall, if not so satisfied, confirm it and the decision of the Court shall be

final.

(5) The company shall, within 14 days after the making of an order by the Court
on any such application, lodge a copy of the order with the Registrar and if default is
made in complying with this provision the company and every officer of the
company who is in default shall be guilty of an offence and shall be liable on

conviction to a fine not exceeding $2,000 and also to a default penalty.
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(6) The issue by a company of preference shares ranking pari passu with existing
preference shares issued by the company shall be deemed to be a variation of the
rights attached to those existing preference shares unless the issue of the first-
mentioned shares was authorised by the terms of issue of the existing preference
shares or by the articles of the company in force at the time the existing preference

shares were issued.

(7) For the purposes of this section, the alteration of any provision in the
memorandum or articles of a company which affects or relates to the manner in
which the rights attaching to the shares of any class may be varied or abrogated shall
be deemed to be a variation or abrogation of the rights attached to the shares of

that class.

(8) This section shall not operate so as to limit or derogate from the rights of any

person to obtain relief under section 216.

Section 75  Rights of holders of preference shares to be set out in

memorandum or articles

(1) No company shall allot any preference shares or convert any issued shares
into preference shares unless there are set out in its memorandum or articles the
rights of the holders of those shares with respect to repayment of capital,
participation in surplus assets and profits, cumulative or non-cumulative dividends,
voting and priority of payment of capital and dividend in relation to other shares or

other classes of preference shares.

2) If default is made in complying with this section the company and every
officer of the company who is in default shall be guilty of an offence and shall be

liable on conviction to a fine not exceeding $2,000.
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