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(1) consummation of a plan of merger to which the corporation is a party (i) if
shareholder approval is required for the merger by Section 33-11-103 or the articles of
incorporation and the shareholder is entitled to vote on the merger or (ii) if the
corporation is a subsidiary that is merged with its parent under Section 33-11-104 or 33-
11-108 or if the corporation is a parent that is merged with its subsidiary under Section
33-11-108;

(2) consummation of a plan of share exchange to which the corporation is a party as the
corporation whose shares are to be acquired, if the shareholder is entitled to vote on
the plan;

(3) consummation of a sale or exchange of all, or substantially all, of the property of the
corporation other than in the usual and regular course of business, if the shareholder is
entitled to vote on the sale or exchange, including a sale in dissolution, but not including
a sale pursuant to court order or a sale for cash pursuant to a plan by which all or
substantially all of the net proceeds of the sale must be distributed to the shareholders
within one year after the date of sale;

(4) an amendment of the articles of incorporation that materially and adversely affects
rights in respect of a dissenter's shares because it:

(i) alters or abolishes a preferential right of the shares;

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

(iii) alters or abolishes a preemptive right of the holder of the shares to acquire shares
or other securities;

(iv) excludes or limits the right of the shares to vote on any matter, or to cumulate
votes, other than a limitation by dilution through issuance of shares or other securities
with similar voting rights; or

(v) reduces the number of shares owned by the shareholder to a fraction of a share if
the fractional share so created is to be acquired for cash under Section 33-6-104; or

(5) any corporate action to the extent the articles of incorporation, bylaws, or a
resolution of the board of directors provides that voting or nonvoting shareholders are
entitled to dissent and obtain payment for their shares;

(6) the conversion of a corporation into a limited liability company pursuant to Section

33-11-111 or conversion of a corporation into either a general partnership or limited
partnership pursuant to Section 33-11-113;
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(7) the consummation of a plan of conversion to a limited liability company pursuant to
Section 33-11-111 or to a partnership or limited partnership pursuant to Section 33-11-
113.

(B) Notwithstanding subsection (A), no dissenters' rights under this section are available
for shares of any class or series of shares which, at the record date fixed to determine
shareholders entitled to receive notice of a vote at the meeting of shareholders to act
upon the agreement of merger or exchange, were either listed on a national securities
exchange or designated as a national market system security on an interdealer
guotation system by the National Association of Securities Dealers, Inc.

SECTION 33-13-103. Dissent by nominees and beneficial owners.

(a) A record shareholder may assert dissenters' rights as to fewer than all the shares
registered in his name only if he dissents with respect to all shares beneficially owned by
any one person and notifies the corporation in writing of the name and address of each
person on whose behalf he asserts dissenters' rights. The rights of a partial dissenter
under this subsection are determined as if the shares to which he dissents and his other
shares were registered in the names of different shareholders.

(b) A beneficial shareholder may assert dissenters' rights as to shares held on his behalf
only if he dissents with respect to all shares of which he is the beneficial shareholder or
over which he has power to direct the vote. A beneficial shareholder asserting
dissenters' rights to shares held on his behalf shall notify the corporation in writing of
the name and address of the record shareholder of the shares, if known to him.

ARTICLE 2.
PROCEDURE FOR EXERCISE OF DISSENTERS' RIGHTS

SECTION 33-13-200. Notice of dissenters' rights.

(a) If proposed corporate action creating dissenters' rights under Section 33-13-102 is
submitted to a vote at a shareholders' meeting, the meeting notice must state that
shareholders are or may be entitled to assert dissenters' rights under this chapter and
be accompanied by a copy of this chapter.

(b) If corporate action creating dissenters' rights under Section 33-13-102 is taken
without a vote of shareholders, the corporation shall notify in writing all shareholders
entitled to assert dissenters' rights that the action was taken and send them the

dissenters' notice described in Section 33-13-220.

SECTION 33-13-210. Notice of intent to demand payment.
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(a) If proposed corporate action creating dissenters' rights under Section 33-13-102 is
submitted to a vote at a shareholders' meeting, a shareholder who wishes to assert
dissenters' rights (1) must give to the corporation before the vote is taken written notice
of his intent to demand payment for his shares if the proposed action is effectuated and
(2) must not vote his shares in favor of the proposed action. A vote in favor of the
proposed action cast by the holder of a proxy solicited by the corporation shall not
disqualify a shareholder from demanding payment for his shares under this chapter.

(b) A shareholder who does not satisfy the requirements of subsection (a) is not entitled
to payment for his shares under this chapter.

SECTION 33-13-220. Dissenters' notice.

(a) If proposed corporate action creating dissenters' rights under Section 33-13-102 is
authorized at a shareholders' meeting, the corporation shall deliver a written dissenters'
notice to all shareholders who satisfied the requirements of Section 33-13-210(a).

(b) The dissenters' notice must be delivered no later than ten days after the corporate
action was taken and must:

(1) state where the payment demand must be sent and where certificates for
certificated shares must be deposited;

(2) inform holders of uncertificated shares to what extent transfer of the shares is to be
restricted after the payment demand is received;

(3) supply a form for demanding payment that includes the date of the first
announcement to news media or to shareholders of the terms of the proposed
corporate action and requires that the person asserting dissenters' rights certify
whether or not he or, if he is a nominee asserting dissenters' rights on behalf of a
beneficial shareholder, the beneficial shareholder acquired beneficial ownership of the
shares before that date;

(4) set a date by which the corporation must receive the payment demand, which may
not be fewer than thirty nor more than sixty days after the date the subsection (a)
notice is delivered and set a date by which certificates for certificated shares must be
deposited, which may not be earlier than twenty days after the demand date; and

(5) be accompanied by a copy of this chapter.

SECTION 33-13-230. Shareholders' payment demand.

(a) A shareholder sent a dissenters' notice described in Section 33-13-220 must demand
payment, certify whether he (or the beneficial shareholder on whose behalf he is
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asserting dissenters' rights) acquired beneficial ownership of the shares before the date
set forth in the dissenters' notice pursuant to Section 33-13-220(b)(3), and deposit his
certificates in accordance with the terms of the notice.

(b) The shareholder who demands payment and deposits his share certificates under
subsection (a) retains all other rights of a shareholder until these rights are canceled or
modified by the taking of the proposed corporate action.

(c) A shareholder who does not comply substantially with the requirements that he
demand payment and deposit his share certificates where required, each by the date set
in the dissenters' notice, is not entitled to payment for his shares under this chapter.

SECTION 33-13-240. Share restrictions.

(a) The corporation may restrict the transfer of uncertificated shares from the date the
demand for payment for them is received until the proposed corporate action is taken
or the restrictions are released under Section 33-13-260.

(b) The person for whom dissenters' rights are asserted as to uncertificated shares
retains all other rights of a shareholder until these rights are canceled or modified by
the taking of the proposed corporate action.

SECTION 33-13-250. Payment.

(a) Except as provided in Section 33-13-270, as soon as the proposed corporate action is
taken, or upon receipt of a payment demand, the corporation shall pay each dissenter
who substantially complied with Section 33-13-230 the amount the corporation
estimates to be the fair value of his shares, plus accrued interest.

(b) The payment must be accompanied by:

(1) the corporation's balance sheet as of the end of a fiscal year ending not more than
sixteen months before the date of payment, an income statement for that vyear, a
statement of changes in shareholders' equity for that year, and the latest available

interim financial statements, if any;

(2) a statement of the corporation's estimate of the fair value of the shares and an
explanation of how the fair value was calculated;

(3) an explanation of how the interest was calculated;

(4) a statement of the dissenter's right to demand additional payment under Section 33-
13-280; and
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(5) a copy of this chapter.
SECTION 33-13-260. Failure to take action.

(a) If the corporation does not take the proposed action within sixty days after the date
set for demanding payment and depositing share certificates, the corporation, within
the same sixty-day period, shall return the deposited certificates and release the
transfer restrictions imposed on uncertificated shares.

(b) If, after returning deposited certificates and releasing transfer restrictions, the
corporation takes the proposed action, it must send a new dissenters' notice under
Section 33-13-220 and repeat the payment demand procedure.

SECTION 33-13-270. After-acquired shares.

(a) A corporation may elect to withhold payment required by section 33-13-250 from a
dissenter as to any shares of which he (or the beneficial owner on whose behalf he is
asserting dissenters' rights) was not the beneficial owner on the date set forth in the
dissenters' notice as the date of the first announcement to news media or to
shareholders of the terms of the proposed corporate action, unless the beneficial
ownership of the shares devolved upon him by operation of law from a person who was
the beneficial owner on the date of the first announcement.

(b) To the extent the corporation elects to withhold payment under subsection (a), after
taking the proposed corporate action, it shall estimate the fair value of the shares, plus
accrued interest, and shall pay this amount to each dissenter who agrees to accept it in
full satisfaction of his demand. The corporation shall send with its offer a statement of
its estimate of the fair value of the shares, an explanation of how the fair value and
interest were calculated, and a statement of the dissenter's right to demand additional
payment under Section 33-13-280.

SECTION 33-13-280. Procedure if shareholder dissatisfied with payment or offer.

(a) A dissenter may notify the corporation in writing of his own estimate of the fair value
of his shares and amount of interest due and demand payment of his estimate (less any
payment under Section 33-13-250) or reject the corporation's offer under Section 33-
13-270 and demand payment of the fair value of his shares and interest due, if the:

(1) dissenter believes that the amount paid under Section 33-13-250 or offered under
Section 33-13-270 is less than the fair value of his shares or that the interest due is

calculated incorrectly;

(2) corporation fails to make payment under Section 33-13-250 or to offer payment
under Section 33-13-270 within sixty days after the date set for demanding payment; or

FRAMELEGALeCOM SOUTH CAROLINA | ILLINOIS g%

firm-


www.framelegal.com

105

(3) corporation, having failed to take the proposed action, does not return the deposited
certificates or release the transfer restrictions imposed on uncertificated shares within
sixty days after the date set for demanding payment.

(b) A dissenter waives his right to demand additional payment under this section unless
he notifies the corporation of his demand in writing under subsection (a) within thirty
days after the corporation made or offered payment for his shares.

ARTICLE 3.
JUDICIAL APPRAISAL OF SHARES

SECTION 33-13-300. Court action.

(a) If a demand for additional payment under Section 33-13-280 remains unsettled, the
corporation shall commence a proceeding within sixty days after receiving the demand
for additional payment and petition the court to determine the fair value of the shares
and accrued interest. If the corporation does not commence the proceeding within the
sixty-day period, it shall pay each dissenter whose demand remains unsettled the
amount demanded.

(b) The corporation shall commence the proceeding in the circuit court of the county
where the corporation's principal office (or, if none in this State, its registered office) is
located. If the corporation is a foreign corporation without a registered office in this
State, it shall commence the proceeding in the county in this State where the principal
office (or, if none in this State, the registered office) of the domestic corporation
merged with or whose shares were acquired by the foreign corporation was located.

(c) The corporation shall make all dissenters (whether or not residents of this State)
whose demands remain unsettled parties to the proceeding as in an action against their
shares and all parties must be served with a copy of the petition. Nonresidents may be
served by registered or certified mail or by publication, as provided by law.

(d) The jurisdiction of the court in which the proceeding is commenced under subsection
(b) is plenary and exclusive. The court may appoint persons as appraisers to receive
evidence and recommend decisions on the question of fair value. The appraisers have
the powers described in the order appointing them or in any amendment to it. The
dissenters are entitled to the same discovery rights as parties in other civil proceedings.

(e) Each dissenter made a party to the proceeding is entitled to judgment for the
amount, if any, by which the court finds the fair value of his shares, plus interest,

exceeds the amount paid by the corporation.

SECTION 33-13-310. Court costs and counsel fees.
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(a) The court in an appraisal proceeding commenced under Section 33-13-300 shall
determine all costs of the proceeding, including the reasonable compensation and
expenses of appraisers appointed by the court. The court shall assess the costs against
the corporation, except that the court may assess costs against all or some of the
dissenters, in amounts the court finds equitable, to the extent the court finds the
dissenters acted arbitrarily, vexatiously, or not in good faith in demanding payment
under Section 33-13-280.

(b) The court also may assess the fees and expenses of counsel and experts for the
respective parties, in amounts the court finds equitable:

(1) against the corporation and in favor of any or all dissenters if the court finds the
corporation did not comply substantially with the requirements of Sections 33-13-200
through 33-13-280; or

(2) against either the corporation or a dissenter, in favor of any other party, if the court
finds that the party against whom the fees and expenses are assessed acted arbitrarily,
vexatiously, or not in good faith with respect to the rights provided by this chapter.

(c) If the court finds that the services of counsel for any dissenter were of substantial
benefit to other dissenters similarly situated, and that the fees for those services should
not be assessed against the corporation, the court may award to these counsel
reasonable fees to be paid out of the amounts awarded the dissenters who were
benefited.

(d) In a proceeding commenced by dissenters to enforce the liability under Section 33-
13-300(a) of a corporation that has failed to commence an appraisal proceeding within
the sixty-day period, the court shall assess the costs of the proceeding and the fees and
expenses of dissenters' counsel against the corporation and in favor of the dissenters.
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Title 33 - Corporations, Partnerships and Associations
CHAPTER 14.
DISSOLUTION
ARTICLE 1.
VOLUNTARY DISSOLUTION

SECTION 33-14-101. Dissolution by incorporators or initial directors.

The board of directors or, if the corporation has no directors, a majority of the
incorporators of a corporation that has not issued shares or has not commenced
business may dissolve the corporation by delivering to the Secretary of State for filing
articles of dissolution that set forth:

(1) the name of the corporation;

(2) the date of its incorporation;

(3) either (i) that none of the corporation's shares has been issued or (ii) that the
corporation has not commenced business;

(4) that no debt of the corporation remains unpaid;

(5) that the net assets of the corporation remaining after winding up have been
distributed to the shareholders, if shares were issued; and

(6) that a majority of the incorporators or initial directors authorized the dissolution.
SECTION 33-14-102. Dissolution by board of directors and shareholders.

(a) A corporation's board of directors may propose dissolution for submission to the
shareholders.

(b) For a board of directors' proposal to dissolve to be adopted:

(1) the board of directors must recommend dissolution to the shareholders unless the
board of directors determines that because of conflict of interest or other special
circumstances it should make no recommendation and communicates the basis for its

determination to the shareholders; and

(2) the shareholders entitled to vote must approve the proposal to dissolve as provided
in subsection (f).

(c) The board of directors may condition the submission of its proposal for dissolution
on any basis.
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(d) If the holders of at least ten percent of any class of voting shares of the corporation
propose dissolution, the board of directors shall submit the proposal to the
shareholders at the next possible special or annual meeting.

(e) The corporation shall notify each shareholder, whether or not entitled to vote, of the
proposed shareholders' meeting in accordance with Section 33-7-105. The notice must
state that the purpose, or one of the purposes, of the meeting is to consider dissolving
the corporation.

(f) Unless the articles of incorporation require a different vote or the board of directors
(acting pursuant to subsection (c)) requires a greater vote or a vote by voting groups,
the proposal to dissolve to be adopted must be approved by two-thirds of all the votes
entitled to be cast on that proposal.

(g) The articles of incorporation may require a lower or higher vote for approval than
that specified in subsection (f), but the required vote must be at least a majority of all
the votes entitled to be cast on the proposal.

SECTION 33-14-103. Articles of dissolution.

(a) At any time after dissolution is authorized, the corporation may dissolve by
delivering to the Secretary of State for filing articles of dissolution setting forth:

(1) the name of the corporation;

(2) the names and addresses of its directors;

(3) the names and addresses of its officers;

(4) the date dissolution was authorized;

(5) if dissolution was approved by the shareholders:

(i) the number of votes entitled to be cast on the proposal to dissolve; and

(i) either the total number of votes cast for and against dissolution or the total number
of undisputed votes cast for dissolution and a statement that the number cast for
dissolution was sufficient for approval.

(6) If voting by voting groups was required, the information required by item (5) must be
provided separately for each voting group entitled to vote separately on the plan to

dissolve.

(b) A corporation is dissolved upon the effective date of its articles of dissolution.
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SECTION 33-14-104. Revocation of dissolution.

(a) A corporation may revoke its dissolution within one hundred twenty days of its
effective date.

(b) Revocation of dissolution must be authorized in the same manner as the dissolution
was authorized unless that authorization permitted revocation by action of the board of
directors alone, in which event the board of directors may revoke the dissolution
without shareholder action.

(c) After the revocation of dissolution is authorized, the corporation may revoke the
dissolution by delivering to the Secretary of State for filing, articles of revocation of
dissolution, together with a copy of its articles of dissolution, that set forth:

(1) the name of the corporation;

(2) the effective date of the dissolution that was revoked;

(3) the date that the revocation of dissolution was authorized;

(4) if the corporation's board of directors (or incorporators) revoked the dissolution, a
statement to that effect;

(5) if the corporation's board of directors revoked a dissolution authorized by the
shareholders, a statement that revocation was permitted by action by the board of
directors alone pursuant to that authorization; and

(6) if shareholder action was required to revoke the dissolution:

(i) the number of votes entitled to be case on the proposal to revoke the dissolution;
and

(ii) either the total number of votes cast for and against revocation or the total number
of undisputed votes cast for revocation and a statement that the number cast for
revocation was sufficient for approval.

(7) If voting by voting groups was required, the information required by item (6) must be
separately provided for each voting group entitled to vote separately on the proposal to

revoke the dissolution.

(d) Revocation of dissolution is effective upon the effective date of the articles of
revocation of dissolution.
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(e) When the revocation of dissolution is effective, it relates back to and takes effect as
of the effective date of the dissolution and the corporation resumes carrying on its
business as if dissolution had never occurred.

SECTION 33-14-105. Effect of dissolution.

(a) A dissolved corporation continues its corporate existence but may not carry on any
business except that appropriate to wind up and liquidate its business and affairs,
including:

(1) collecting its assets;

(2) disposing of its properties that will not be distributed in kind to its shareholders;

(3) discharging or making provision for discharging its liabilities;

(4) distributing its remaining property among its shareholders according to their
interests; and

(5) doing every other act necessary to wind up and liquidate its business and affairs.

(b) A dissolved corporation shall wind up and liquidate its business and affairs as
expeditiously as practicable.

(c) Dissolution of a corporation does not:
(1) transfer title to the corporation's property;

(2) prevent transfer of its shares or securities, although the authorization to dissolve
may provide for closing the corporation's share transfer records;

(3) subject its directors or officers to standards of conduct different from those
prescribed in Chapter 8;

(4) change quorum or voting requirements for its board of directors or shareholders,
change provisions for selection, resignation, or removal of its directors or officers or

both, or change provisions for amending its bylaws;

(5) prevent commencement of a proceeding by or against the corporation in its
corporate name;

(6) abate or suspend a proceeding pending by or against the corporation on the
effective date of dissolution; or
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(7) terminate the authority of the registered agent of the corporation.
SECTION 33-14-106. Known claims against dissolved corporation.

(a) A dissolved corporation may dispose of the known claims against it by following the
procedure described in this section.

(b) The dissolved corporation shall notify its known claimants in writing of the
dissolution at any time after its effective date. The written notice must:

(1) describe information that must be included in a claim;

(2) provide a mailing address where a claim may be sent;

(3) state the deadline, which may not be fewer than one hundred twenty days from the
effective date of the written notice, by which the dissolved corporation must receive the
claim; and

(4) state that the claim will be barred if not received by the deadline.

(c) A claim against the dissolved corporation is barred:

(1) if a claimant who was given written notice under subsection (b) does not deliver the
claim to the dissolved corporation by the deadline;

(2) if a claimant whose claim was rejected by the dissolved corporation does not
commence a proceeding to enforce the claim within ninety days from the effective date
of the rejection notice and the rejection notice stated that proceedings to enforce the

claim must be commenced within ninety days.

(d) For purposes of this section, "claim" does not include a contingent liability or a claim
based on an event occurring after the effective date of dissolution.

SECTION 33-14-107. Unknown claims against dissolved corporation.

(a) A dissolved corporation may publish notice of its dissolution and request that
persons with claims against the corporation present them in accordance with the notice.

(b) The notice must:
(1) be published once in a newspaper of general circulation in the county where the

dissolved corporation's principal office (or, if none in this State, its registered office) is or
was last located;
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(2) describe the information that must be included in a claim and provide a mailing
address where the claim may be sent; and

(3) state that a claim against the corporation is barred unless a proceeding to enforce
the claim is commenced within five years after the publication of the notice.

(c) If the dissolved corporation publishes a newspaper notice in accordance with
subsection (b), the claim of each of the following claimants is barred unless the claimant
commences a proceeding to enforce the claim against the dissolved corporation within
ten years after the publication date of the newspaper notice:

(1) a claimant who did not receive written notice pursuant to Section 33-14-106;

(2) a claimant whose claim was timely sent to the dissolved corporation but not acted
on; and

(3) a claimant whose claim is contingent or based on an event occurring after the
effective date of the dissolution.

(d) A claim may be enforced under this section:

(1) against the dissolved corporation to the extent of its undistributed assets; or

(2) if the assets have been distributed in liquidation, against a shareholder of the
dissolved corporation to the extent of his pro rata share of the claim or the corporate
assets distributed to him in liquidation, whichever is less, but a shareholder's total
liability for all claims under this section may not exceed the total amount of assets

distributed to him.

ARTICLE 2.
ADMINISTRATIVE DISSOLUTION

SECTION 33-14-200. Grounds for administrative dissolution.

(a) The Secretary of State shall commence a proceeding under Section 33-14-210(a) to
dissolve a corporation administratively if:

(1) the corporation does not pay when they are due any franchise taxes, taxes payable
under Chapter 7 of Title 12, or penalties imposed by law;

(2) the corporation does not deliver its annual report to the Department of Revenue
when it is due;

(3) the corporation is without a registered agent or registered office in this State;
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(4) the corporation does not notify the Secretary of State that its registered agent or
registered office has been changed, that its registered agent has resigned, or that its
registered office has been discontinued; or

(5) the corporation's period of duration stated in its articles of incorporation expires.

(b) The Secretary of State shall dissolve a corporation pursuant to Section 33-14-210(c) if
he is notified by the Department of Revenue that the corporation has failed to file a
required tax return within sixty days of the notice required by Section 12-6-5520.

SECTION 33-14-210. Procedure for and effect of administrative dissolution.

(a) If the Secretary of State determines that grounds exist under Section 33-14-200(a)
for dissolving a corporation, he shall mail written notice of his determination to the
corporation.

(b) If the corporation does not correct each ground for dissolution or demonstrate to
the reasonable satisfaction of the Secretary of State that each ground determined by
the Secretary of State does not exist within sixty days after the notice required by
subsection (a) was mailed, the Secretary of State shall dissolve the corporation
administratively by signing a certificate of dissolution that recites the grounds for
dissolution and its effective date. The Secretary of State shall file the original of the
certificate and send a copy to the corporation by registered or certified mail addressed
to its registered agent at its registered office or to the office of the secretary of the
corporation at its principal office.

(c) If the Secretary of State is notified by the Department of Revenue that the
corporation has failed to file a required tax return within sixty days of the notice
required by Section 12-6-5520, the Secretary of State shall dissolve the corporation
administratively by signing a certificate of dissolution that recites the grounds for
dissolution and its effective date. The Secretary of State shall file the original of the
certificate and send a copy to the corporation by registered or certified mail addressed
to its registered agent at its registered office or to the office of the secretary of the
corporation at its principal office.

(d) A corporation dissolved administratively continues its corporate existence but may
not carry on any business except that necessary to wind up and liquidate its business
and affairs under Section 33-14-105 and notify claimants under Sections 33-14-106 and
33-14-107.

(e) The administrative dissolution of a corporation does not terminate the authority of
its registered agent.

SECTION 33-14-220. Reinstatement following administrative dissolution.
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(a) A corporation dissolved administratively under Section 33-14-210 may apply to the
Secretary of State for reinstatement at any time after the effective date of dissolution.
The application must:

(1) recite the name of the corporation and the effective date of its administrative
dissolution;

(2) state that the grounds for dissolution either did not exist or have been eliminated;

(3) state that the corporation's name satisfies the requirements of Section 33-4-101;
and

(4) contain a certificate from the South Carolina Department of Revenue reciting that all
taxes, penalties, and interest owed by the corporation, whether assessed or not, have
been paid.

(b) If the Secretary of State determines that the application contains the information
required by subsection (a) and that the information is correct, he shall cancel the
certificate of dissolution and prepare a certificate of reinstatement that recites his
determination and the effective date of reinstatement, file the original of the certificate,
and send a copy to the corporation.

(c) When the reinstatement is effective, it relates back to and takes effect as of the
effective date of the administrative dissolution and the corporation resumes carrying on
its business as if the administrative dissolution had never occurred.

SECTION 33-14-230. Appeal from denial of reinstatement.

(a) If the Secretary of State denies a corporation's application for reinstatement
following administrative dissolution, he shall send a written notice that explains the
reasons for denial to the corporation by registered or certified mail addressed to its
registered agent at its registered office or to the office of the secretary of the
corporation at its principal office.

(b) The corporation may appeal the denial of reinstatement to the circuit court for
Richland County within thirty days after the notice of denial was received. The
corporation appeals by petitioning the court to set aside the dissolution and attaching to
the petition copies of the Secretary of State's certificate of dissolution, the corporation's
application for reinstatement, and the Secretary of State's notice of denial.

(c) The court may summarily order the Secretary of State to reinstate the dissolved
corporation or may take other action the court considers appropriate.

(d) The court's final decision may be appealed as in other civil proceedings.
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ARTICLE 3.
JUDICIAL DISSOLUTION

SECTION 33-14-300. Grounds for judicial dissolution.

The circuit courts may dissolve a corporation:

(1) in a proceeding by the Attorney General if it is established that the corporation:

(i) obtained its articles of incorporation through fraud; or

(ii) has continued to exceed or abuse the authority conferred upon it by law;

(2) in a proceeding by a shareholder if it is established that:

(i) the directors or those in control of the corporation are deadlocked in the
management of the corporate affairs, the shareholders are unable to break the
deadlock, and irreparable injury to the corporation is threatened or being suffered, or
the business and affairs of the corporation can no longer be conducted to the advantage
of the shareholders generally, because of the deadlock;

(ii) the directors or those in control of the corporation have acted, are acting, or will act
in @ manner that is illegal, fraudulent, oppressive, or unfairly prejudicial either to the
corporation or to any shareholder (whether in his capacity as a shareholder, director, or
officer of the corporation);

(iii) the shareholders are deadlocked in voting power and have failed, for a period that
includes at least two consecutive annual meeting dates, to elect successors to directors
whose terms have expired;

(iv) the corporate assets are being misapplied or wasted;

(v) the corporation has abandoned its business and has failed, within a reasonable time,
to dissolve, to liquidate its affairs, or to distribute its remaining property among its

shareholders; or

(vi) the corporation's period of duration stated in its articles of incorporation has
expired;

(3) in a proceeding by a creditor if it is established that:

(i) the creditor's claim has been reduced to judgment, the execution on the judgment
returned unsatisfied, and the corporation is insolvent; or
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(ii) the corporation has admitted in writing that the creditor's claim is due and owing
and the corporation is insolvent; or

(4) in a proceeding by the corporation to have its voluntary dissolution continued under
court supervision.

SECTION 33-14-310. Procedure for judicial dissolution.

(a) Venue for a proceeding to dissolve a corporation lies in the county where a
corporation's principal office (or, if none in this State, its registered office) is or was last
located.

(b) It is not necessary to make shareholders parties to a proceeding to dissolve a
corporation unless relief is sought against them individually.

(c) A court in a proceeding brought to dissolve a corporation may issue injunctions,
appoint a receiver or custodian pendente lite with all powers and duties the court
directs, take other action required to preserve the corporate assets wherever located,
and carry on the business of the corporation until a full hearing can be held.

(d) In any action filed by a shareholder to dissolve the corporation on the grounds
enumerated in Section 33-14-300, the court may make such order or grant such relief,
other than dissolution, as in its discretion is appropriate, including, without limitation,
an order:

(1) canceling or altering any provision contained in the articles of incorporation, or any
amendment to the articles, or in the bylaws of the corporation;

(2) canceling, altering, or enjoining any act or resolution of the corporation;

(3) directing or prohibiting any act of the corporation or of shareholders, directors,
officers, or other persons party to the action; or

(4) providing for the purchase at their fair value of shares of any shareholder, either by
the corporation or by other shareholders.

(e) The relief authorized in subsection (d) may be granted as an alternative to a decree
of dissolution or may be granted whenever the circumstances of the case are such that
the relief, but not dissolution, is appropriate.

SECTION 33-14-320. Receivership or custodianship.

(a) A court in a judicial proceeding brought to dissolve a corporation may appoint
receivers to wind up and liquidate, or custodians to manage, the business and affairs of
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the corporation. The court shall hold a hearing, after notifying all parties to the
proceeding and any interested persons designated by the court, before appointing a
receiver or custodian. The court appointing a receiver or custodian has exclusive
jurisdiction over the corporation and all of its property wherever located.

(b) The court may appoint an individual or a domestic or foreign corporation (authorized
to transact business in this State) as a receiver or custodian. The court may require the
receiver or custodian to post bond, with or without sureties, in an amount the court
directs.

(c) The court shall describe the powers and duties of the receiver or custodian in its
appointing order, which may be amended. Among other powers:

(1) the receiver (i) may dispose of all or any part of the assets of the corporation
wherever located, at a public or private sale, if authorized by the court; and (ii) may sue
and defend in his own name as receiver of the corporation in all courts of this State;

(2) the custodian may exercise all of the powers of the corporation, through or in place
of its board of directors or officers, to the extent necessary to manage the affairs of the
corporation in the best interests of its shareholders and creditors.

(d) The court during a receivership may redesignate the receiver a custodian, and during
a custodianship may redesignate the custodian a receiver, if doing so is in the best
interests of the corporation, its shareholders, and creditors.

(e) The court during the receivership or custodianship may order compensation paid and
expense disbursements or reimbursements made to the receiver or custodian and his
counsel from the assets of the corporation or proceeds from the sale of the assets.

SECTION 33-14-330. Decree of dissolution.

(a) If after a hearing the court determines that grounds for judicial dissolution described
in Section 33-14-300 exist, it may enter a decree dissolving the corporation and
specifying the effective date of the dissolution, and the clerk of court shall deliver a
certified copy of the decree to the Secretary of State, who shall file it without charging
any fee.

(b) After entering the decree of dissolution, the court shall direct the winding up and
liguidation of the corporation's business and affairs in accordance with Section 33-14-
105 and the notification of claimants in accordance with Sections 33-14-106 and 33-14-
107.

ARTICLE 4.
MISCELLANEOUS
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SECTION 33-14-400. Deposit with Department of Revenue.

Assets of a dissolved corporation that should be transferred to a creditor, claimant, or
shareholder of the corporation who cannot be found or who is not competent to receive
them, must be reduced to cash and deposited with the Department of Revenue or other
appropriate state official for safekeeping in accordance with the Uniform Disposition of
Unclaimed Property Act. When the creditor, claimant, or shareholder furnishes
satisfactory proof of entitlement to the amount deposited, the Department of Revenue
or other appropriate state official shall pay him or his representative that amount.

SECTION 33-14-420. Claims against former shareholder of dissolved corporation.

Notwithstanding another provision of this title, a claimant may not commence a suit or
other proceeding against a former shareholder of a dissolved corporation for any known
or unknown claim arising from the liabilities of the corporation, acts or omissions of the
corporation, or acts committed in its name if the corporation filed its articles of
dissolution with the Secretary of State before January 1, 1989, or was otherwise
judicially or administratively dissolved before January 1, 1989. Further, a claimant may
not satisfy a judgment rendered against a dissolved corporation by proceeding against
or joining an individual shareholder if the corporation filed its articles of dissolution with
the Secretary of State before January 1, 1989, or was otherwise judicially or
administratively dissolved before January 1, 1989.
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Title 33 - Corporations, Partnerships and Associations
CHAPTER 15.
FOREIGN CORPORATIONS
ARTICLE 1.
CERTIFICATE OF AUTHORITY
SECTION 33-15-101. Authority to transact business required.

(a) A foreign corporation may not transact business in this State until it obtains a
certificate of authority from the Secretary of State.

(b) The following activities, among others, do not constitute transacting business within
the meaning of subsection (a):

(1) maintaining, defending, or settling a proceeding;

(2) holding meetings of the board of directors or shareholders or carrying on other
activities concerning internal corporate affairs;

(3) maintaining bank accounts;

(4) maintaining offices or agencies for the transfer, exchange, and registration of the
corporation's own securities or maintaining trustees or depositories with respect to
those securities;

(5) selling through independent contractors;

(6) soliciting or obtaining orders, whether by mail or through employees or agents or
otherwise, if the orders require acceptance outside this State before they become

contracts;

(7) creating or acquiring any indebtedness, mortgages, and security interests in real or
personal property;

(8) securing or collecting debts or enforcing mortgages, security interests, or other rights
in property securing debts;

(9) owning, without more, real or personal property;

(10) conducting an isolated transaction that is completed within thirty days and that is
not one in the course of repeated transactions of a like nature;

(11) transacting business in interstate commerce;

FRAMELEGALeCOM SOUTH CAROLINA | ILLINOIS g%

firm-


www.framelegal.com

120

(12) owning and controlling a subsidiary corporation incorporated in or transacting
business within this State; or

(13) owning, without more, an interest in a limited liability company organized or
transacting business in this State.

(c) The list of activities in subsection (b) is not exhaustive.
SECTION 33-15-102. Consequences of transacting business without authority.

(@) A foreign corporation transacting business in this State without a certificate of
authority may not maintain a proceeding in any court in this State until it obtains a
certificate of authority.

(b) The successor to a foreign corporation that transacted business in this State without
a certificate of authority and the assignee of a cause of action arising out of that
business may not maintain a proceeding based on that cause of action in any court in
this State until the foreign corporation or its successor obtains a certificate of authority.

(c) A court may stay a proceeding commenced by a foreign corporation, its successor, or
assignee until it determines whether the foreign corporation or its successor requires a
certificate of authority. If it so determines, the court may further stay the proceeding
until the foreign corporation or its successor obtains the certificate.

(d) A foreign corporation is liable for a civil penalty of ten dollars for each day but not to
exceed a total of one thousand dollars for each year it transacts business in this State
without a certificate of authority. The Attorney General may collect all penalties due
under this subsection.

(e) Notwithstanding subsections (a) and (b), the failure of a foreign corporation to
obtain a certificate of authority does not impair the validity of its corporate acts or
prevent it from defending any proceeding in this State.

SECTION 33-15-103. Application for certificate of authority.

(a) A foreign corporation may apply for a certificate of authority to transact business in
this State by delivering an application to the Secretary of State for filing. The application

must set forth:

(1) the name of the foreign corporation or, if its name is unavailable for use in this State,
a corporation name that satisfies the requirements of Section 33-15-106;

(2) the name of the state or country under whose law it is incorporated;
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(3) its date of incorporation and period of duration;
(4) the street address of its principal office;

(5) the address of its proposed registered office in this State and the name of its
proposed registered agent at that office;

(6) the names and usual business addresses of its current directors and officers;

(7) a statement of the aggregate number of shares which the corporation has authority
to issue, itemized by classes and series, if any, within a class."

(b) The foreign corporation shall deliver with the completed application a certificate of
existence (or a document of similar import) duly authenticated by the Secretary of State
or other official having custody or corporate records in the state or country under

whose law it is incorporated.

(c) The foreign corporation shall deliver with the completed application the initial annual
report of the corporation as specified in Section 12-20-40.

SECTION 33-15-104. Amended certificate of authority.

(a) A foreign corporation authorized to transact business in this State must obtain an
amended certificate of authority from the Secretary of State if it changes:

(1) its corporate name;
(2) the period of its duration; or
(3) the state or country of its incorporation.

(b) The requirements of Section 33-15-103 for obtaining an original certificate of
authority apply to obtaining an amended certificate under this section.

SECTION 33-15-105. Effect of certificate of authority.
(a) A certificate of authority authorizes the foreign corporation to which it is issued to
transact business in this State subject, however, to the right of the State to revoke the

certificate as provided in Chapters 1 thru 20 of this title.

(b) A foreign corporation with a valid certificate of authority has the same but no
greater rights and has the same but no greater privileges as, and except as otherwise
provided by Chapters 1 thru 20 of this title is subject to the same duties, restrictions,
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penalties, and liabilities now or later imposed on, a domestic corporation of like
character.

(c) This title does not authorize this State to regulate the organization or internal affairs
of a foreign corporation authorized to transact business in this State.

(d) By obtaining a certificate of authority, the foreign corporation agrees to be subject to
the jurisdiction of the Department of Revenue and the courts of this State to determine
its South Carolina tax liability, including withholding and estimated taxes, together with
related interest and penalties, if any. Obtaining a certificate of authority is not an
admission of tax liability.

SECTION 33-15-106. Corporate name of foreign corporation.

(a) Except as authorized by subsection (f), if the corporate name of a foreign corporation
does not satisfy the requirements of Section 33-4-101, the foreign corporation to obtain
or maintain a certificate of authority to transact business in this State may:

(1) add "corporation", "incorporated", "company", or "limited" or the abbreviation

n on; n.n

"corp.", "inc.", "co.", or "ltd." to its corporate name for use in this State; or

(2) use a fictitious name in this State if its real name is unavailable and it delivers to the
Secretary of State for filing a copy of the resolution of its board of directors, certified by
its secretary, adopting the fictitious name which includes one or more of the words or
abbreviations in item (1) of this subsection.

(b) Except as authorized by subsections (c) and (d), the corporate name (including a
fictitious name) of a foreign corporation must be distinguishable upon the records of the

Secretary of State from:

(1) the corporate name of a corporation incorporated or authorized to transact business
in this State;

(2) a corporate name reserved or registered under Section 33-4-102 or 33-4-103;

(3) the fictitious name of another foreign corporation authorized to transact business in
this State; and

(4) the corporate name of a not-for-profit corporation incorporated or authorized to
transact business in this State.

(c) A foreign corporation may apply to the Secretary of State for authorization to use in
this State the name of another corporation incorporated or authorized to transact
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business in this State that is not distinguishable upon his records from the name applied
for. The Secretary of State shall authorize use of the name applied for if:

(1) the other corporation consents to the use in writing and submits an undertaking in
form satisfactory to the Secretary of State to change its name to a name that is
distinguishable upon the records of the Secretary of State from the name of the
applying corporation; or

(2) the applicant delivers to the Secretary of State a certified copy of a final judgment of
a court of competent jurisdiction establishing the applicant's right to use the name
applied for in this State.

(d) A foreign corporation may use in this State the name (including the fictitious name)
of another domestic or foreign corporation that is used in this State if the other
corporation is incorporated or authorized to transact business in this State and the
foreign corporation has:

(1) merged with the other corporation;
(2) been formed by reorganization of the other corporation; or

(3) acquired all or substantially all of the assets, including the corporate name, of the
other corporation.

(e) If a foreign corporation authorized to transact business in this State changes its
corporate name to one that does not satisfy the requirements of Section 33-4-101, it
may not transact business in this State under the changed name until it adopts a name
satisfying the requirements of Section 33-4-101 and obtains an amended certificate of
authority under Section 33-15-104.

(f) If any foreign corporation authorized to transact business in South Carolina had filed,
prior to the effective date of Chapters 1 thru 20 of this title, a certificate with the
Secretary of State adopting an assumed name pursuant to Section 33-5-35 in Section 2
of Act 146 of 1981 which does not meet the requirements of either Section 33-4-101(a)
and (b) or Section 33-15-106(a) through (e) of Chapters 1 thru 20 of this title, it may
continue to use the assumed name as its name until December 31, 1994, at which time
the name of the corporation must meet the requirements of Chapters 1 thru 20 of this
title and, if necessary to meet them, must be adopted by an amended certificate of
authority under Section 33-15-104. If any filed assumed name does not meet the
requirements of Section 33-4-101(a) and (b), but does meet the requirements of this
section, the corporation may continue to use the name in this State as its name and is
not required to file the certificate mentioned in item (2) of subsection (a) of this section.

SECTION 33-15-107. Registered office and registered agent of foreign corporation.
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Each foreign corporation authorized to transact business in this State must maintain
continuously in this State:

(1) a registered office that may be the same as any of its places of business; and
(2) a registered agent, who may be:

(i) an individual who resides in this State and whose business office is identical with the
registered office;

(ii) a domestic corporation or not-for-profit domestic corporation whose business office
is identical with the registered office; or

(iii) a foreign corporation or foreign not-for-profit corporation authorized to transact
business in this State whose business office is identical with the registered office.

SECTION 33-15-108. Change of registered office or registered agent of foreign
corporation.

(a) A foreign corporation authorized to transact business in this State may change its
registered office or registered agent by delivering to the Secretary of State for filing a
statement of change that sets forth:

(1) its name;

(2) the street address of its current registered office;

(3) if the current registered office is to be changed, the street address of its new
registered office;

(4) the name of its current registered agent;

(5) if the current registered agent is to be changed, the name of its new registered agent
and the new agent's written consent to the appointment either on the statement or
attached to it; and

(6) that, after the changes are made, the street addresses of its registered office and the
business office of its registered agent will be identical.

(b) If a registered agent changes the street address of his business office, he may change
the street address of the registered office of any foreign corporation for which he is the
registered agent by notifying the corporation in writing of the change and signing either
manually or in facsimile and delivering to the Secretary of State for filing a statement of
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change that complies with the requirements of subsection (a) and recites that the
corporation has been notified of the change.

SECTION 33-15-109. Resignation of registered agent of foreign corporation.

(a) The registered agent of a foreign corporation may resign his agency appointment by
signing and delivering to the Secretary of State for filing the original and two exact or
conformed copies of a statement of resignation. The statement of resignation may
include a statement that the registered office is discontinued also.

(b) After filing the statement, the Secretary of State shall attach the filing receipt to one
copy and mail the copy and receipt to the registered office if not discontinued. The
Secretary of State shall mail the other copy to the foreign corporation at its principal
office address shown in its most recent annual report.

(c) The agency appointment is terminated, and the registered office discontinued if so
provided, on the thirty-first day after the date on which the statement was filed.

SECTION 33-15-110. Service on foreign corporation.

Service of process on foreign corporations must be in accord with the applicable
provision of Title 15.

ARTICLE 2.
WITHDRAWAL

SECTION 33-15-200. Withdrawal of foreign corporation.

(a) A foreign corporation authorized to transact business in this State may not withdraw
from this State until it obtains a certificate of withdrawal from the Secretary of State.

(b) A foreign corporation authorized to transact business in this State may apply for a
certificate of withdrawal by delivering an application to the Secretary of State for filing.

The application must set forth:

(1) the name of the foreign corporation and the name of the state or country under
whose law it is incorporated;

(2) that it is not transacting business in this State and that it surrenders its authority to
transact business in this State;

(3) that it revokes the authority of its registered agent to accept service on its behalf and
appoints the Secretary of State as its agent for service of process in any proceeding
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based on a cause of action arising during the time it was authorized to transact business
in this State;

(4) a mailing address to which the Secretary of State may mail a copy of any process
served on him under item (3); and

(5) a commitment to notify the Secretary of State in the future of any change in its
mailing address.

(c) After the withdrawal of the corporation is effective, service of process on the
Secretary of State under this section is service on the foreign corporation. Upon receipt
of process, the Secretary of State shall mail a copy of the process to the foreign
corporation at the mailing address set forth under subsection (b).

ARTICLE 3.
REVOCATION OF CERTIFICATE OF AUTHORITY

SECTION 33-15-300. Grounds for revocation.

(a) The Secretary of State shall commence a proceeding under Section 33-15-310 to
revoke the certificate of authority of a foreign corporation authorized to transact
business in this State if:

(1) the foreign corporation does not deliver its annual report to the Department of
Revenue when due;

(2) the foreign corporation does not pay, when they are due, any franchise taxes, taxes
payable under Chapter 7 of Title 12, or penalties imposed by this act or other law;

(3) the foreign corporation is without a registered agent or registered office in this State;

(4) the foreign corporation does not inform the Secretary of State under Section 33-15-
108 or 33-15-109 that its registered agent or registered office has changed, that its
registered agent has resigned, or that its registered office has been discontinued;

(5) an incorporator, director, officer, or agent of the foreign corporation signed a
document he knew was false in any material respect with intent that the document be
delivered to the Secretary of State for filing;

(6) the Secretary of State receives a duly authenticated certificate from the secretary of
state or other official having custody of corporate records in the state or country under
whose law the foreign corporation is incorporated stating that it has been dissolved or
disappeared as the result of a merger.

FRAMELEGALeCOM SOUTH CAROLINA | ILLINOIS g%

firm-


www.framelegal.com

127

(b) The Secretary of State shall proceed pursuant to Section 33-15-310(c) to revoke the
certificate of authority of a foreign corporation authorized to transact business in this
State if he is notified by the Department of Revenue that the corporation has failed to
file a required tax return within sixty days of the notice required by Section 12-6-5520.

SECTION 33-15-310. Procedure for and effect of revocation.

(a) If the Secretary of State determines that grounds exist under Section 33-15-300(a)
for revocation of a certificate of authority, he shall mail written notice of his
determination to the foreign corporation.

(b) If the foreign corporation does not correct each ground for revocation or
demonstrate to the reasonable satisfaction of the Secretary of State that each ground
determined by the Secretary of State does not exist within sixty days after the notice
required by subsection (a) was mailed, the Secretary of State shall revoke the foreign
corporation's certificate of authority by signing a certificate of revocation that recites
the grounds for revocation and its effective date. The Secretary of State shall file the
original of the certificate and send a copy to the foreign corporation by registered or
certified mail addressed to its registered agent at its registered office or to the office of
the secretary of the corporation at its principal office.

(c) If the Secretary of State is notified by the Department of Revenue that the foreign
corporation has failed to file a required tax return within sixty days of the notice
required by Section 12-6-5520, the Secretary of State shall revoke the foreign
corporation's certificate of authority by signing a certificate of revocation that recites
the grounds for revocation and its effective date. The Secretary of State shall file the
original of the certificate and send a copy to the foreign corporation by registered or
certified mail addressed to its registered agent at its registered office or to the office of
the secretary of the corporation at its principal office.

(d) The authority of a foreign corporation to transact business in this State ceases on the
date shown on the certificate revoking its certificate of authority.

(e) The Secretary of State's revocation of a foreign corporation's certificate of authority
appoints the Secretary of State as the foreign corporation's agent for service of process
in any proceeding based on a cause of action which arose during the time the foreign
corporation was authorized to transact business in this State. Service of process on the
Secretary of State under this subsection is service on the foreign corporation. Upon
receipt of process, the Secretary of State shall mail a copy of the process to the
secretary of the foreign corporation at its principal office shown in its most recent
annual report or in any subsequent communication received from the corporation
stating the current mailing address of its principal office or, if none is on file, in its
application for a certificate of authority.
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(f) Revocation of a foreign corporation's certificate of authority does not terminate the
authority of the registered agent of the corporation.

SECTION 33-15-320. Appeal from revocation.

(a) A foreign corporation may appeal the Secretary of State's revocation of its certificate
of authority to the Richland County Circuit Court within thirty days after the certificate
of revocation was received. The foreign corporation appeals by petitioning the court to
set aside the revocation and attaching to the petition copies of its certificate of
authority and the Secretary of State's certificate of revocation.

(b) The court may summarily order the Secretary of State to reinstate the certificate of
authority or may take any other action the court considers appropriate.

(c) The court's final decision may be appealed as in other civil proceedings.
SECTION 33-15-330. Reinstatement.

(A) A foreign corporation whose certificate of authority has been revoked
administratively under Section 33-15-310 may apply to the Secretary of State for
reinstatement at any time after the effective date of revocation. The application must:

(1) recite the name of the foreign corporation and the effective date of its
administrative revocation;

(2) state that the grounds for revocation either did not exist or have been eliminated;

(3) state that the foreign corporation's name satisfies the requirements of Section 33-4-
101;

(4) contain a certificate from the South Carolina Department of Revenue stating that all
taxes, penalties, and interest owed by the corporation, whether assessed or not, have
been paid.

(B) If the Secretary of State determines that the application contains the information
required by subsection (A) and that the information is correct, he shall cancel the
certificate of revocation and prepare a certificate of reinstatement that recites his
determination and the effective date of reinstatement, file the original of the certificate,
and send a copy to the foreign corporation.

(C) When the reinstatement is effective, it relates back to and takes effect as of the

effective date of the administrative revocation and the foreign corporation may resume
carrying on its business as if the administrative revocation had never occurred.
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Title 33 - Corporations, Partnerships and Associations
CHAPTER 16.
RECORDS AND REPORTS
ARTICLE 1.
RECORDS

SECTION 33-16-101. Corporate records.

(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 all actions taken by a committee
of the board of directors in place of the board of directors on behalf of the corporation.
(b) A corporation shall maintain appropriate accounting records.

(c) A corporation or its agent shall maintain a record of its shareholders, in a form that
permits preparation of a list of the names and addresses of all shareholders, in
alphabetical order by class of shares showing the number and class of shares held by

each.

(d) A corporation shall maintain its records in written form or in another form capable of
conversion into written form within a reasonable time.

(e) A corporation shall keep a copy of the following records at its principal office:

(1) its articles or restated articles of incorporation and all amendments to them
currently in effect;

(2) its bylaws or restated bylaws and all amendments to them 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 ten years;

(5) all written communications to shareholders as a group within the past three years,
including the financial statements furnished for the past three years under Section 33-

16-200;

(6) a list of the names and business addresses of its current directors and officers;

FRAMELEGALeCOM SOUTH CAROLINA | ILLINOIS g%

firm-


www.framelegal.com

130

(7) its most recent annual report delivered to the Department of Revenue under Section
12-19-20;

(8) its federal and state income tax returns for the last ten years.
SECTION 33-16-102. Inspection of records by shareholders.

(a) A shareholder of a corporation is entitled to inspect and copy, during regular
business hours at the corporation's principal office, any of the records of the
corporation described in Section 33-16-101(e) if he gives the corporation written notice
of his demand at least five business days before the date on which he wishes to inspect
and copy. Shareholders holding at least one percent of any class of shares are entitled to
conduct an inspection of the tax returns described in Section 33-16-101(e)(8) under the
same conditions.

(b) A shareholder of a corporation is entitled to inspect and copy, during regular
business hours at a reasonable location specified by the corporation, any of the
following records of the corporation if the shareholder meets the requirements of
subsection (c) and gives the corporation written notice of his demand at least five
business days before the date on which he wishes to inspect and copy:

(1) excerpts from minutes of any meeting of the board of directors, records of any
action of a committee of the board of directors while acting in place of the board of
directors on behalf of the corporation, minutes of any meeting of the shareholders, and
records of action taken by the shareholders or board of directors without a meeting, to
the extent not subject to inspection under Section 33-16-102(a);

(2) accounting records of the corporation; and

(3) the record of shareholders.

(c) A shareholder may inspect and copy the records described in subsection (b) only if:

(1) his demand is made in good faith and for a proper purpose;

(2) he describes with reasonable particularity his purpose and the records he desires to
inspect; and

(3) the records are directly connected with his purpose.

(d) The right of inspection granted by this section may not be abolished or limited by a
corporation's articles of incorporation or bylaws.

(e) This section does not affect:
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(1) the right of a shareholder to inspect records under Section 33-7-200 or, if the
shareholder is in litigation with the corporation, to the same extent as any other litigant;

(2) the power of a court, independently of Chapters 1 through 20 of this Title, to compel
the production of corporate records for examination.

SECTION 33-16-103. Scope of inspection right.

(a) A shareholder's agent or attorney has the same inspection and copying rights as the
shareholder he represents.

(b) The right to copy records under Section 33-16-102 includes, if reasonable, the right
to receive copies made by photographic, xerographic, or other means.

(c) The corporation may impose a reasonable charge, covering the costs of labor and
material, for copies of any documents provided to the shareholder. The charge may not
exceed the estimated cost of production or reproduction of the records.

(d) The corporation may comply with a shareholder's demand to inspect the record of
shareholders under Section 33-16-102(b)(3) by providing him with a list of its
shareholders that was compiled no earlier than the date of the shareholder's demand.

SECTION 33-16-104. Court-ordered inspection.

(a) If a corporation does not allow a shareholder who complies with Section 33-16-
102(a) to inspect and copy any records required by that subsection to be available for
inspection, the circuit court of the county where the corporation's principal office (or, if
none in this State, its registered office) is located summarily may order inspection and
copying of the records demanded at the corporation's expense upon application of the
shareholder.

(b) If a corporation, within a reasonable time, does not allow a shareholder to inspect
and copy any other record, the shareholder who complies with Section 33-16-102(b)
and (c) may apply to the circuit court in the county where the corporation's principal
office (or, if none in this State, its registered office) is located for an order to permit
inspection and copying of the records demanded. The court shall dispose of an
application under this subsection on an expedited basis.

(c) If the court orders inspection and copying of the records demanded, it also shall
order the corporation to pay the shareholder's costs (including reasonable counsel fees)
incurred to obtain the order unless the corporation proves that it refused inspection in
good faith because it had a reasonable basis for doubt about the right of the
shareholder to inspect the demanded records.
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(d) If the court orders inspection and copying of the records demanded, it may impose
reasonable restrictions on the use or distribution of the records by the demanding
shareholder.

ARTICLE 2.
REPORTS

SECTION 33-16-200. Financial statements for shareholders.

(a) A corporation shall furnish its shareholders annual financial statements, which may
be consolidated or combined statements of the corporation and one or more of its
subsidiaries, as appropriate, that include a balance sheet as of the end of the fiscal year,
an income statement for that year, and a statement of changes in shareholders' equity
for the year unless that information appears elsewhere in the financial statements. If
financial statements are prepared for the corporation on the basis of generally accepted
accounting principles, the annual financial statements also must be prepared on that
basis.

(b) If the annual financial statements are reported upon by a public accountant, his
report must accompany them. If not, the statements must be accompanied by a
statement of the president or the person responsible for the corporation's accounting
records:

(1) stating his reasonable belief whether the statements were prepared on the basis of
generally accepted accounting principles and, if not, describing the basis of preparation;
and

(2) describing any respects in which the statements were not prepared on a basis of
accounting consistent with the statements prepared for the preceding year.

(c) A corporation shall mail the annual financial statements to each shareholder within
one hundred twenty days after the close of each fiscal year. Thereafter, on written
request from a shareholder who was not mailed the statements, the corporation shall
mail him the last financial statements.

SECTION 33-16-210. Other reports to shareholders.

(a) If a corporation indemnifies or advances expenses to a director under Section 33-8-
510, 33-8-520, 33-8-530, or 33-8-540 in connection with a proceeding by or in the right
of the corporation, the corporation shall report the indemnification or advance in
writing to the shareholders with or before the notice of the next shareholders' meeting.

(b) If a corporation issues or authorizes the issuance of shares for promissory notes or
for promises to render services in the future, the corporation shall report in writing to
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the shareholders the number of shares authorized or issued, and the consideration
received by the corporation, with or before the notice of the next shareholders'
meeting. However, this report is not required for a corporation subject to the
registration requirements of Section 12 of the Securities Exchange Act of 1934, if the
shares are issued or authorized pursuant to a plan that has been approved by the
shareholders of the corporation.

SECTION 33-16-220. Annual report.

Every corporation organized under the laws of this State and every corporation qualified
to do business in this State shall file an annual report as provided in Title 12.
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Title 33 - Corporations, Partnerships and Associations
CHAPTER 18.
STATUTORY CLOSE CORPORATION SUPPLEMENT
ARTICLE 1.
CREATION

SECTION 33-18-101. Short title.

This chapter is known and may be cited as the South Carolina Statutory Close
Corporation Supplement.

SECTION 33-18-102. Application of Business Corporation Act and Professional
Corporation Supplement.

(a) Chapters 1 through 17 of this title apply to statutory close corporations to the extent
not inconsistent with the provisions of this chapter.

(b) This chapter applies to a professional corporation organized under the South
Carolina Professional Corporation Supplement (Chapter 19 of this title) whose articles of
incorporation contain the statement required by Section 33-18-103(a), except insofar as
the South Carolina Professional Corporation Supplement contains inconsistent
provisions.

(c) This chapter does not repeal or modify any statute or rule of law that is or would
apply to a corporation that is organized under Chapters 1 through 17 of this title or the
South Carolina Professional Corporation Supplement (Chapter 19 of this title) and that
does not elect to become a statutory close corporation under Section 33-18-103.

SECTION 33-18-103. Definition and election of statutory close corporation status.

(a) A statutory close corporation is a corporation whose articles of incorporation contain
a statement that the corporation is a statutory close corporation.

(b) A corporation incorporated in South Carolina under this title may become a statutory
close corporation by amending its articles of incorporation to include the statement
required by subsection (a). The amendment must be approved by the holders of at least
two-thirds of the votes of each class or series of shares of the corporation, voting as
separate voting groups, whether or not otherwise entitled to vote on amendments. If
the amendment is adopted, a shareholder who did not vote in favor of the amendment
is entitled to assert dissenters' rights under Chapter 13 of this title.

The articles of incorporation contain the basic information about a corporation. They

may also give notice to prospective shareholders and creditors of special or unusual
contractual arrangements among the shareholders.
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The only required difference between articles of incorporation for a statutory close
corporation and for a regular corporation is the statement designating the corporation
to be a statutory close corporation. Although statutory close corporations may use a
form of articles of incorporation identical to that for any corporation, a special format
that takes into account the provisions respecting share transfer restrictions (sections 11
and 14) (Section 33-18-110 and 33-18-140), the possibility that the corporation will not
have a board of directors (section 21) (Section 33-18-210), and other optional provisions
that can be utilized by statutory close corporations may be more useful. See for
example, the format published in 37 BUS.LAW. 309 (1981).

4. REQUIRED VOTE.

Some states, e.g. Maryland and Texas, require unanimous consent of the shareholders
for an existing corporation to become a statutory close corporation. Most states,
however, follow the pattern of the Delaware statute that requires a two-thirds vote of
all outstanding shares. The Close Corporation Supplement adopts a compromise
between the two positions by requiring a two-thirds vote of each class or series of
shares, voting as separate voting groups, but shareholders opposed to the election are
granted dissenters' rights.

5. TRANSITION PROVISIONS.

A state having an existing close corporation statute when it enacts the Model Close
Corporation Supplement may allow existing close corporations to qualify automatically
for close corporation status by filing amended articles of incorporation complying with
section 3 (Section 33-18-103). See section 50 (Section 33-18-500).

ARTICLE 2.
SHARES

SECTION 33-18-109. Notice of statutory close corporation status on issued shares.

(a) The following statement must appear conspicuously on each share certificate issued
by a statutory close corporation:

"The rights of shareholders in a statutory close corporation may differ materially from
the rights of shareholders in other corporations. Copies of the articles of incorporation
and bylaws, shareholders' agreements, and other documents, any of which may restrict
transfers and affect voting and other rights, may be obtained by a shareholder on
written request to the corporation."

(b) Within a reasonable time after the issuance or transfer of uncertificated shares, the

corporation shall send to the shareholders a written notice containing the information
required by subsection (a).
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(c) The notice required by this section satisfies all requirements of this chapter and of
Section 33-6-270 that notice of share transfer restrictions be given.

(d) A person claiming an interest in shares of a statutory close corporation which has
complied with the notice requirement of this section is bound by the documents
referred to in the notice. A person claiming an interest in shares of a statutory close
corporation which has not complied with the notice requirement of this section is
bound by any documents of which he, or a person through whom he claims, has
knowledge or notice.

(e) A corporation shall provide to any shareholder upon his written request and without
charge copies of the articles of incorporation and bylaws, shareholders' agreements,
and other documents filed with the corporation that restrict transfer or affect voting or
other rights of shareholders.

SECTION 33-18-110. Share transfer prohibition.

(a) An interest in shares of a statutory close corporation may not be voluntarily or
involuntarily transferred, by operation of law or otherwise, except to the extent
permitted by the articles of incorporation or under Section 33-18-120.

(b) Except to the extent the articles of incorporation provide otherwise, this section
does not apply to a transfer:

(1) to the corporation or to any other holder of the same class or series of shares;

(2) to members of the shareholder's immediate family (or to a trust, all of whose
beneficiaries are members of the shareholder's immediate family) which consists of his
spouse, parents, lineal descendants (including adopted children and stepchildren) and
the spouse of any lineal descendant, and brothers and sisters;

(3) that has been approved in writing by all of the holders of the corporation's shares
having general voting rights;

(4) to an executor or administrator upon the death of a shareholder or to a trustee or
receiver as the result of a bankruptcy, insolvency, dissolution, or similar proceeding

brought by or against a shareholder;

(5) by merger or share exchange under Chapter 11 of this title or an exchange of existing
shares for shares of a different class or series in the corporation;

(6) by a pledge as collateral for a loan that does not grant the pledgee any voting rights
possessed by the pledgor;
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(7) made after termination of the corporation's status as a statutory close corporation.
SECTION 33-18-120. Share transfer after first refusal by corporation.

(a) A person desiring to transfer shares of a statutory close corporation subject to the
transfer prohibition of Section 33-18-110 first must offer them to the corporation by
obtaining an offer to purchase the shares for cash from a third person who is eligible to
purchase the shares under subsection (b). The offer by the third person must be in
writing and state the offeror's name and address, the number and class or series of
shares offered, the offering price for each share, and the other terms of the offer.

(b) A third person is eligible to purchase the shares if:

(1) heis eligible to become a qualified shareholder under any federal or state tax statute
the corporation has adopted and he agrees in writing not to terminate his qualification
without the approval of the remaining shareholders; and

(2) his purchase of the shares will not impose a personal holding company tax or similar
federal or state penalty tax on the corporation.

(c) The person desiring to transfer shares shall deliver the offer to the corporation, and
by doing so offers to sell the shares to the corporation on the terms of the offer. Within
twenty days after the corporation receives the offer, the corporation shall call a special
shareholders' meeting, to be held not more than forty days after the call, to decide
whether the corporation should purchase all (but not less than all) of the offered shares.
The offer must be approved by the affirmative vote of the holders of a majority of votes
entitled to be cast at the meeting, excluding votes in respect of the shares covered by
the offer.

(d) The corporation must deliver to the offering shareholder written notice of
acceptance within seventy-five days after receiving the offer or the offer is rejected. If
the corporation makes a counteroffer, the shareholder must deliver to the corporation
written notice of acceptance within fifteen days after receiving the counteroffer or the
counteroffer is rejected. If the corporation accepts the original offer or the shareholder
accepts the corporation's counteroffer, the shareholder shall deliver to the corporation
duly endorsed certificates for the shares, or instruct the corporation in writing to
transfer the shares if uncertificated, within twenty days after the effective date of the
notice of acceptance. The corporation may specifically enforce the shareholder's
delivery or instruction obligation under this subsection.

(e) A corporation accepting an offer to purchase shares under this section may allocate
some or all of the shares to one or more of its shareholders or to other persons if all the
shareholders voting in favor of the purchase approve the allocation. If the corporation
has more than one class or series of shares, the remaining holders of the class or series
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of shares being purchased are entitled to a first option to purchase the shares not
purchased by the corporation in proportion to their shareholdings or in some other
proportion agreed to by all the shareholders participating in the purchase.

(f) If an offer to purchase shares under this section is rejected, the offering shareholder,
for a period of one hundred twenty days after the corporation received his offer, is
entitled to transfer to the third person offeror all (but not less than all) of the offered
shares in accordance with the terms of his offer to the corporation.

SECTION 33-18-130. Attempted share transfer in breach of prohibition.

(a) An attempt to transfer shares in a statutory close corporation in violation of a
prohibition against transfer binding on the transferee is ineffective.

(b) An attempt to transfer shares in a statutory close corporation in violation of a
prohibition against transfer that is not binding on the transferee, either because the
notice required by Section 33-18-109 was not given or because the prohibition is held
unenforceable by a court, gives the corporation an option to purchase the shares from
the transferee for the same price and on the same terms that he purchased them. To
exercise its option, the corporation must give the transferee written notice within thirty
days after they are presented for registration in the transferee's name. The corporation
may specifically enforce the transferee's sale obligation upon exercise of its purchase
option.

SECTION 33-18-140. Compulsory purchase of shares after death of shareholder.

(a) This section and Sections 33-18-150 through 33-18-170 apply to a statutory close
corporation only if so provided in its articles of incorporation. If these sections apply,
the executor or administrator of the estate of a deceased shareholder may require the
corporation to purchase or cause to be purchased all (but not less than all) of the
decedent's shares or to be dissolved.

(b) The provisions of Sections 33-18-150 through 33-18-170 may be modified only if the
modification is set forth or referred to in the articles of incorporation.

(c) An amendment to the articles of incorporation to provide for application of Sections
33-18-150 through 33-18-170, or to modify or delete the provisions of these sections,
must be approved by the holders of at least two-thirds of the votes of each class or
series of shares of the statutory close corporation, voting as separate voting groups,
whether or not otherwise entitled to vote on amendments. If the corporation has no
shareholders when the amendment is proposed, it must be approved by at least two-
thirds of the subscribers for shares, if any, or, if none, by all of the incorporators.
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(d) A shareholder who does not vote in favor of an amendment to modify or delete the
provisions of Sections 33-18-150 through 33-18-170 is entitled to dissenters' rights
under Chapter 13 of this title if the amendment upon adoption terminates or
substantially alters his existing rights under these sections to have his shares purchased.

(e) A shareholder may waive his and his estate's rights under Sections 33-18-150
through 33-18-170 by a signed writing.

(f) Sections 33-18-150 through 33-18-170 do not prohibit any other agreement
providing for the purchase of shares upon a shareholder's death nor do they prevent a
shareholder from enforcing any remedy he has independently of these sections.

SECTION 33-18-150. Exercise of compulsory purchase right.

(a) A person entitled and desiring to exercise the compulsory purchase right described in
Section 33-18-140 must deliver a written notice to the corporation, within one hundred
twenty days after the death of the shareholder, describing the number and class or
series of shares beneficially owned by the decedent and requesting that the corporation
offer to purchase the shares.

(b) Within twenty days after the effective date of the notice, the corporation shall call a
special shareholders' meeting, to be held not more than forty days after the call, to
decide whether the corporation should offer to purchase the shares. A purchase offer
must be approved by the affirmative vote of the holders of a majority of votes entitled
to be cast at the meeting, excluding votes in respect of the shares covered by the notice.

(c) The corporation must deliver a purchase offer to the person requesting it within
seventy-five days after the effective date of the request notice. A purchase offer must
be accompanied by the corporation's balance sheet as of the end of a fiscal year ending
not more than sixteen months before the effective date of the request notice, an
income statement for that year, a statement of changes in shareholders' equity for that
year, and the latest available interim financial statements, if any. The person must
accept the purchase offer in writing within fifteen days after receiving it or the offer is
rejected.

(d) A corporation agreeing to purchase shares under this section may allocate some or
all of the shares to one or more of its shareholders or to other persons if all the
shareholders voting in favor of the purchase offer approve the allocation. If the
corporation has more than one class or series of shares, the remaining holders of the
class or series of shares being purchased are entitled to a first option to purchase the
shares not purchased by the corporation in proportion to their shareholdings or in some
other proportion agreed to by all the shareholders participating in the purchase.
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(e) If price and other terms of a compulsory purchase of shares are fixed or are to be
determined by the articles of incorporation, bylaws, or a written agreement, the price
and terms so fixed or determined govern the compulsory purchase unless the purchaser
defaults, in which event the buyer is entitled to commence a proceeding for dissolution
under Section 33-18-160.

SECTION 33-18-160. Court action to compel purchase.

(a) If an offer to purchase shares made under Section 33-18-150 is rejected or, if no
offer is made, the person exercising the compulsory purchase right may commence a
proceeding against the corporation to compel the purchase in the circuit court of the
county where the corporation's principal office (or, if none in this State, its registered
office) is located. The corporation at its expense shall notify in writing all of its
shareholders, and any other person the court directs, of the commencement of the
proceeding. The jurisdiction of the court in which the proceeding is commenced under
this subsection is plenary and exclusive.

(b) The court shall determine the fair value of the shares subject to compulsory
purchase in accordance with the standards set forth in Section 33-18-420 together with
terms for the purchase. Upon making these determinations the court shall order the
corporation to purchase or cause the purchase of the shares or empower the person
exercising the compulsory purchase right to have the corporation dissolved.

(c) After the purchase order is entered, the corporation may petition the court to modify
the terms of purchase and the court may do so if it finds that changes in the financial or
legal ability of the corporation or other purchaser to complete the purchase justify a
modification.

(d) If the corporation or other purchaser does not make a payment required by the
court's order within thirty days of its due date, the seller may petition the court to
dissolve the corporation and, absent a showing of good cause for not making the
payment, the court shall do so.

(e) A person making a payment to prevent or cure a default by the corporation or other
purchaser is entitled to recover the payment from the defaulter.

SECTION 33-18-170. Court costs and other expenses.

(a) The court in a proceeding commenced under Section 33-18-160 shall determine the
total costs of the proceeding, including the reasonable compensation and expenses of
appraisers appointed by the court and of counsel and experts employed by the parties.
Except as provided in subsection (b), the court shall assess these costs equally against
the corporation and the party exercising the compulsory purchase right.
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(b) The court may assess all or a portion of the total costs of the proceeding:

(1) against the person exercising the compulsory purchase right if the court finds that
the fair value of the shares does not substantially exceed the corporation's last purchase
offer made before commencement of the proceeding and that the person's failure to
accept the offer was arbitrary, vexatious, or otherwise not in good faith; or

(2) against the corporation if the court finds that the fair value of the shares
substantially exceeds the corporation's last sale offer made before commencement of
the proceeding and that the offer was arbitrary, vexatious, or otherwise not made in
good faith.

ARTICLE 3.
GOVERNANCE

SECTION 33-18-200. Shareholder agreements.

(a) All the shareholders of a statutory close corporation may agree in writing to regulate
the exercise of the corporate powers and the management of the business and affairs of
the corporation or the relationship among the shareholders of the corporation.

(b) An agreement authorized by this section is effective although:

(1) it eliminates a board of directors;

(2) it restricts the discretion or powers of the board or authorizes director proxies or
weighted voting rights;

(3) its effect is to treat the corporation as a partnership; or

(4) it creates a relationship among the shareholders or between the shareholders and
the corporation that would otherwise be appropriate only among partners.

(c) If the corporation has a board of directors, an agreement authorized by this section
restricting the discretion or powers of the board relieves directors of liability imposed by
law and imposes that liability on each person in whom the board's discretion or power is
vested to the extent that the discretion or powers of the board of directors are
governed by the agreement.

(d) A provision eliminating a board of directors in an agreement authorized by this

section is not effective unless the articles of incorporation contain a statement to that
effect as required by Section 33-18-210.
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(e) A provision entitling shareholders to dissolve the corporation under Section 33-18-
330 is effective only if a statement of this right is contained in the articles of
incorporation.

(f) To amend an agreement authorized by this section, all the shareholders must
approve the amendment in writing unless the agreement provides otherwise.

(g) Subscribers for shares may act as shareholders with respect to an agreement
authorized by this section if shares are not issued when the agreement was made.

(h) This section does not prohibit any other agreement between or among shareholders
in a statutory close corporation.

SECTION 33-18-210. Elimination of board of directors.

(a) A statutory close corporation may operate without a board of directors if its articles
of incorporation contain a statement to that effect.

(b) An amendment to articles of incorporation eliminating a board of directors must be
approved by all the shareholders of the corporation, whether or not otherwise entitled
to vote on amendments or, if no shares have been issued, by all the subscribers for
shares, if any, or, if none, by all the incorporators.

(c) While a corporation is operating without a board of directors as authorized by
subsection (a):

(1) all corporate powers must be exercised by or under the authority of, and the
business and affairs of the corporation managed under the direction of, the
shareholders;

(2) unless the articles of incorporation provide otherwise, (i) action requiring director
approval or both director and shareholder approval is authorized if approved by the
shareholders and (ii) action requiring a majority or greater percentage vote of the board
of directors is authorized if approved by the majority or greater percentage of the votes
of shareholders entitled to vote on the action;

(3) a shareholder is not liable for his act or omission, although a director would be,
unless the shareholder was entitled to vote on the action;

(4) a requirement by a state or the United States that a document delivered for filing
contain a statement that specified action has been taken by the board of directors is
satisfied by a statement that the corporation is a statutory close corporation without a
board of directors and that the action was approved by the shareholders;
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(5) the shareholders by resolution may appoint shareholders to sign documents as
"designated directors".

(d) An amendment to articles of incorporation deleting the statement eliminating a
board of directors must be approved by the holders of at least two-thirds of the votes of
each class or series of shares of the corporation, voting as separate voting groups,
whether or not otherwise entitled to vote on amendments. The amendment also must
specify the number, names, and addresses of the corporation's directors or describe
who will perform the duties of a board under Section 33-8-101.

SECTION 33-18-220. Bylaws.

(a) A statutory close corporation need not adopt bylaws if provisions required by law to
be contained in bylaws are contained in either the articles of incorporation or a
shareholder agreement authorized by Section 33-18-200.

(b) If a corporation does not have bylaws when its statutory close corporation status
terminates under Section 33-18-310, the corporation shall adopt bylaws immediately
under Section 33-2-106.

SECTION 33-18-230. Annual meeting.

(a) The annual meeting date for a statutory close corporation is the first business day
after May thirty-first unless its articles of incorporation, bylaws, or a shareholder
agreement authorized by Section 33-18-200 fixes a different date.

(b) A statutory close corporation need not hold an annual meeting unless one or more
shareholders deliver written notice to the corporation requesting a meeting at least
thirty days before the meeting date determined under subsection (a).

SECTION 33-18-240. Execution of document in more than one capacity.

An individual who holds more than one office in a statutory close corporation may
execute, acknowledge, or verify in more than one capacity any document required to be
executed, acknowledged, or verified by the holders of two or more offices.

SECTION 33-18-250. Limited liability.

The failure of a statutory close corporation to observe the usual corporate formalities or
requirements relating to the exercise of its corporate powers or management of its
business and affairs is not a ground for imposing personal liability on the shareholders
for liabilities of the corporation.

ARTICLE 4.
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REORGANIZATION AND TERMINATION
SECTION 33-18-300. Merger, share exchange, and sale of assets.
(a) A plan of merger or share exchange that, if effected, would:

(1) terminate statutory close corporation status must be approved by the holders of at
least two-thirds of the votes of each class or series of shares of the statutory close
corporation, voting as separate voting groups, whether or not the holders are otherwise
entitled to vote on the plan;

(2) create the surviving corporation as a statutory close corporation must be approved
by the holders of at least two-thirds of the votes of each class or series of shares of each
constituent corporation, voting as separate voting groups, whether or not the holders
are otherwise entitled to vote on the plan.

(b) A sale, lease, exchange, or other disposition of all or substantially all of the property
(with or without the good will) of a statutory close corporation, if not made in the usual
and regular course of business, must be approved by the holders of at least two-thirds
of the votes of each class or series of shares of the corporation, voting as separate
voting groups, whether or not the holders are otherwise entitled to vote on the
transaction.

SECTION 33-18-310. Termination of statutory close corporation status.

(a) A statutory close corporation may terminate its statutory close corporation status by
amending its articles of incorporation to delete the statement that it is a statutory close
corporation. If the statutory close corporation has elected to operate without a board of
directors under Section 33-18-210, the amendment must comply either with Section 33-
8-101 or delete the statement dispensing with the board of directors from its articles of
incorporation.

(b) An amendment terminating statutory close corporation status must be approved by
the holders of at least two-thirds of the votes of each class or series of shares of the
corporation, voting as separate voting groups, whether or not the holders are entitled
otherwise to vote on amendments.

(c) If an amendment to terminate statutory close corporation status is adopted, each
shareholder who did not vote in favor of the amendment is entitled to assert dissenters'

rights under Chapter 13 of this title.

SECTION 33-18-320. Effect of termination of statutory close corporation status.
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(a) A corporation that terminates its status as a statutory close corporation is subject
thereafter to all provisions of Chapters 1 through 17 of this title or, if incorporated
under the South Carolina Professional Corporation Supplement (Chapter 19 of this title),
to all provisions of that Supplement.

(b) Termination of statutory close corporation status does not affect any right of a
shareholder or of the corporation under an agreement or the articles of incorporation
unless this chapter, Chapters 1 through 17 of this title, or another law of this State
invalidates the right.

SECTION 33-18-330. Shareholder option to dissolve corporation.

(a) The articles of incorporation of a statutory close corporation may authorize one or
more shareholders, or the holders of a specified number or percentage of shares of any
class or series, to dissolve the corporation at will or upon the occurrence of a specified
event or contingency. Any shareholder exercising this authority must give written notice
of the intent to dissolve to all the other shareholders. Thirty-one days after the effective
date of the notice, the corporation shall begin to wind up and liquidate its business and
affairs and file articles of dissolution under Sections 33-14-103 through 33-14-107.

(b) Unless the articles of incorporation provide otherwise, an amendment to the articles
of incorporation to add, change, or delete the authority to dissolve described in
subsection (a) must be approved by the holders of all the outstanding shares, whether
or not otherwise entitled to vote on amendments, or, if no shares have been issued, by
all the subscribers for shares, if any, or, if none, by all the incorporators.

ARTICLE 5.
JUDICIAL SUPERVISION

SECTION 33-18-400. Court action to protect shareholders.

(a) Subject to satisfying the conditions of subsections (c) and (d), a shareholder of a
statutory close corporation may petition the circuit court for any of the relief described
in Section 33-18-410, 33-18-420, or 33-18-430 if:

(1) the directors or those in control of the corporation have acted, are acting, or will act
in a manner that is illegal, oppressive, fraudulent, or unfairly prejudicial to the
petitioner, whether in his capacity as shareholder, director, or officer of the corporation;

(2) the directors or those in control of the corporation are deadlocked in the
management of the corporation's affairs, the shareholders are unable to break the
deadlock, and the corporation is suffering or will suffer irreparable injury or the business
and affairs of the corporation can no longer be conducted to the advantage of the
shareholders generally because of the deadlock; or
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(3) there exist grounds for judicial dissolution of the corporation under Section 33-14-
300.

(b) A shareholder must commence a proceeding under subsection (a) in the circuit court
of the county where the corporation's principal office or, if none in this State, its
registered office is located. The jurisdiction of the court in which the proceeding is
commenced is plenary and exclusive.

(c) If a shareholder has agreed in writing to pursue a nonjudicial remedy to resolve
disputed matters, he may not commence a proceeding under this section with respect
to the matters until he has exhausted the nonjudicial remedy.

(d) If a shareholder has dissenters' rights under this chapter or chapter 13 with respect
to proposed corporate action, he must commence a proceeding under this section
before he is required to give notice of his intent to demand payment under Section 33-
13-210 or to demand payment under Section 33-13-230 or the proceeding is barred.

(e) Except as provided in subsections (c) and (d), a shareholder's right to commence a
proceeding under this section and the remedies available under Sections 33-18-410
through 33-18-430 are in addition to any other right or remedy he may have.

SECTION 33-18-410. Ordinary relief.

(a) If the court finds that any grounds for relief described in Section 33-18-400(a) exist, it
may order one or more of the following types of relief:

(1) the performance, prohibition, alteration, or setting aside of any action of the
corporation or of its shareholders, directors, or officers of or any other party to the

proceeding;

(2) the cancelation or alteration of any provision in the corporation's articles of
incorporation or bylaws;

(3) the removal from office of any director or officer;
(4) the appointment of any individual as a director or officer;
(5) an accounting with respect to any matter in dispute;

(6) the appointment of a custodian to manage the business and affairs of the
corporation;
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(7) the appointment of a provisional director who has all the rights, powers, and duties
of an elected director to serve for the term and under the conditions prescribed by the
court;

(8) the payment of dividends;
(9) the award of damages to any aggrieved party.

(b) If the court finds that a party to the proceeding acted arbitrarily, vexatiously, or
otherwise not in good faith, it may award other parties their reasonable expenses,
including counsel fees and the expenses of appraisers or other experts, incurred in the
proceeding.

SECTION 33-18-420. Extraordinary relief: share purchase.

(a) If the court finds that the ordinary relief described in Section 33-18-410(a) is or
would be inadequate or inappropriate, it may order the corporation dissolved under
Section 33-18-430 unless the corporation or one or more of its shareholders purchase
all the shares of the shareholder for their fair value and on terms determined under
subsection (b).

(b) If the court orders a share purchase, it shall:

(1) determine the fair value of the shares, considering among other relevant evidence
the going concern value of the corporation, any agreement among some or all of the
shareholders fixing the price or specifying a formula for determining share value for any
purpose, the recommendations of any appraisers appointed by the court, and any legal
constraints on the corporation's ability to purchase the shares;

(2) specify the terms of the purchase, including, if appropriate, terms for installment
payments, subordination of the purchase obligation to the rights of the corporation's
other creditors, security for a deferred purchase price, and a covenant not to compete
or other restriction on the seller;

(3) require the seller to deliver all his shares to the purchaser upon receipt of the
purchase price or the first installment of the purchase price;

(4) provide that after the seller delivers his shares he has no further claim against the
corporation, its directors, officers, or shareholders, other than a claim to any unpaid
balance of the purchase price and a claim under any agreement with the corporation or
the remaining shareholders that is not terminated by the court;

(5) provide that, if the purchase is not completed in accordance with the specified
terms, the corporation is to be dissolved under Section 33-18-430; and
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(6) provide that the corporation or remaining shareholders release or enter into an
agreement to indemnify the seller from any personal liability for obligations of the
corporation the seller has personally guaranteed.

(c) After the purchase order is entered, any party may petition the court to modify the
terms of the purchase and the court may do so if it finds that changes in the financial or
legal ability of the corporation or other purchaser to complete the purchase justify a
modification.

(d) If the corporation is dissolved because the share purchase was not completed in
accordance with the court's order, the selling shareholder has the same rights and
priorities in the corporation's assets as if the sale had not been ordered.

SECTION 33-18-430. Extraordinary relief: dissolution.
(a) The court may dissolve the corporation if it finds:
(1) there are grounds for judicial dissolution under Section 33-14-300; or

(2) all other relief ordered by the court under Section 33-18-410 or 33-18-420 has failed
to resolve the matters in dispute.

(b) In determining whether to dissolve the corporation, the court shall consider among
other relevant evidence the financial condition of the corporation but may not refuse to
dissolve solely because the corporation has accumulated earnings or current operating
profits.

ARTICLE 6.
TRANSITION PROVISIONS

SECTION 33-18-500. Application to existing corporations.

This chapter applies to all corporations electing statutory close corporation status under
Section 33-18-103 after its effective date.
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Title 33 - Corporations, Partnerships and Associations
CHAPTER 19.
PROFESSIONAL CORPORATION SUPPLEMENT
ARTICLE 1.
GENERAL PROVISIONS

SECTION 33-19-101. Short title.

This chapter is known and may be cited as the South Carolina Professional Corporation
Supplement.

SECTION 33-19-102. Application of South Carolina Business Corporation Act and
Statutory Close Corporation Supplement.

(1) Chapters 1 through 17 apply to professional corporations, both domestic and
foreign, to the extent not inconsistent with the provisions of this chapter.

(2) The Statutory Close Corporation Supplement (Chapter 18 of this title) applies to a
professional corporation organized under this chapter whose articles of incorporation
contain the statement required by Section 33-18-103(a), except insofar as this chapter
contains inconsistent provisions.

SECTION 33-19-103. Supplement definitions.

In this chapter:

(1) "Disqualified person" means an individual or entity that for any reason is or becomes
ineligible under this chapter to be issued shares by a professional corporation.

(2) "Domestic professional corporation" means a professional corporation.

(3) "Foreign professional corporation" means a corporation or association for profit
incorporated for the purpose of rendering professional services under a law other than
the law of this state.

(4) "Law" includes rules promulgated in accordance with Section 33-19-630.

(5) "Licensing authority" means the officer, board, agency, court, or other authority in
this state empowered to license or otherwise authorize the rendition of a professional

service.

(6) "Professional corporation” means a corporation for profit, other than a foreign
professional corporation, subject to the provisions of this chapter.
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(7) "Professional service" means a service that may be rendered lawfully only by a
person licensed or otherwise authorized by a licensing authority in this State to render
the service and that may not be lawfully rendered by a corporation under chapters 1
through 17 of this title.

(8) "Qualified person" means an individual, general partnership, or professional
corporation that is eligible under this chapter to be issued shares by a professional
corporation.

ARTICLE 2.
CREATION

SECTION 33-19-109. Election of professional corporation status.

(a) A person may incorporate a professional corporation by delivering to the Secretary
of State for filing articles of incorporation that state (1) it is a professional corporation
and (2) its purpose is to render the specified professional services.

(b) A corporation incorporated under a general law of this State that is not repealed by
this chapter may elect professional corporation status by amending its articles of
incorporation to comply with subsection (a) and Section 33-19-150.

SECTION 33-19-110. Purposes.

(a) Except to the extent authorized by subsection (b), a corporation may elect
professional corporation status under Section 33-19-109 solely for the rendering of
professional services, including services ancillary to them, within a single profession.

(b) A corporation may elect professional corporation status under Section 33-19-109 for
the rendering of professional services within two or more professions, and for engaging
in any lawful business authorized by Section 33-3-101, to the extent the combination of
professional purposes or of professional and business purposes is authorized by the
licensing law of this State applicable to each profession in the combination.

SECTION 33-19-120. General powers.

(a) Except as provided in subsection (b), a professional corporation has the powers
enumerated in Section 33-3-102.

(b) A professional corporation may be a promoter, general partner, member, associate,
or manager of a partnership, joint venture, trust, or other entity only if the entity is
engaged solely in rendering professional services or in carrying on business authorized
by the professional corporation's articles of incorporation.
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SECTION 33-19-130. Rendering professional services.

(a) A domestic or foreign corporation may render professional services in this State only
through individuals licensed or otherwise authorized in this State to render the services.

(b) Subsection (a) does not:

(1) require an individual employed by a professional corporation to be licensed to
perform services for the corporation if a license is not required otherwise;

(2) prohibit a licensed individual from rendering professional services in his individual
capacity although he is a shareholder, director, officer, employee, or agent of a
domestic or foreign professional corporation;

(3) prohibit an individual licensed in another state from rendering professional services
for a domestic or foreign professional corporation in this State if not prohibited by the
licensing authority.

SECTION 33-19-140. Prohibited activities.

(a) A professional corporation may not render any professional service or engage in any
business other than the professional service and business authorized by its articles of
incorporation.

(b) Subsection (a) does not prohibit a professional corporation from investing its funds
in real estate, mortgages, securities, or any other type of investment.

SECTION 33-19-150. Corporate name.

(a) The name of a domestic professional corporation and of a foreign professional
corporation authorized to transact business in this State, in addition to satisfying the
requirements of Sections 33-4-101 and 33-15-106:

(1) must contain the words "professional corporation"”, "professional association”,
"service corporation", or "chartered" or the abbreviation "P.C.", "PC", or "P.A.", or "PA".

(2) may not contain language stating or implying that it is incorporated for a purpose
other than that authorized by Section 33-19-110 and its articles of incorporation; and

(3) must conform with any rule promulgated by the licensing authority having

jurisdiction over a professional service described in the corporation's articles of
incorporation.
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(b) Sections 33-4-101 and 33-15-106 do not prevent the use of a name otherwise
prohibited by those sections if it is the personal name of a shareholder or former
shareholder of the domestic or foreign professional corporation or the name of an
individual who was associated with a predecessor of the corporation.

ARTICLE 3.
SHARES

SECTION 33-19-200. Issuance of shares.

(a) A professional corporation may issue shares, fractional shares, and rights or options
to purchase shares only to:

(1) individuals who are authorized by law in this or another state to render a
professional service described in the corporation's articles of incorporation;

(2) general partnerships in which all the partners are qualified persons with respect to
the professional corporation and in which at least one partner is authorized by law in
this state to render a professional service described in the corporation's articles of
incorporation;

(3) professional corporations, domestic or foreign, authorized by law in this State to
render a professional service described in the corporation's articles of incorporation.

(b) If a licensing authority with jurisdiction over a profession considers it necessary to
prevent violation of the ethical standards of the profession, the authority by rule may
restrict or condition, or revoke in part, the authority of professional corporations subject
to its jurisdiction to issue shares. A rule promulgated under this section does not, of
itself, make a shareholder of a professional corporation at the time the rule becomes
effective a disqualified person.

(c) Shares issued in violation of this section or rules promulgated under this section are
void.

SECTION 33-19-210. Notice of professional corporation status on shares.

(a) The following statement must appear conspicuously on each share certificate issued
by a professional corporation:

"The transfer of shares of a professional corporation is restricted by the South Carolina
Professional Corporation Supplement, Chapter 19 of Title 33, and may be subject to
further restriction imposed by the licensing authority. Shares of a professional
corporation are subject also to a statutory repurchase obligation."
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(b) Within a reasonable time after the issuance or transfer of uncertificated shares of a
professional corporation, the corporation shall send the shareholders a written notice
containing the statement required by subsection (a).

SECTION 33-19-220. Share transfer restriction.

(a) A shareholder of a professional corporation may transfer or pledge shares, fractional
shares, and rights or options to purchase shares of the corporation only to individuals,
general partnerships, and professional corporations qualified under Section 33-19-200
to be issued shares.

(b) A transfer of shares made in violation of subsection (a), except one made by
operation of law or court judgment, is void.

SECTION 33-19-221. Attempted share transfer in breach of prohibition.

(a) An attempt to transfer shares in a professional corporation in violation of a
prohibition against transfer binding on the transferee is ineffective.

(b) An attempt to transfer shares in a professional corporation in violation of a
prohibition against transfer that is not binding on the transferee, either because the
notice required by Section 33-19-210 was not given or because the prohibition is held
unenforceable by a court, gives the professional corporation an option to purchase the
shares from the transferee for the same price and on the same terms that he purchased
them. To exercise its option, the corporation must give the transferee written notice
within thirty days after they are presented for registration in the transferee's name. The
professional corporation may enforce specifically the transferee's sale obligation upon
exercise of its purchase option.

SECTION 33-19-230. Compulsory acquisition of shares after death or disqualification of
shareholder.

(a) A professional corporation must acquire or cause to be acquired by a qualified
person the shares of its shareholder, if and as of the date of death, disqualification, or
transfer, if:

(1) the shareholder dies;

(2) the shareholder becomes a disqualified person, except as provided in subsection (c);
or

(3) the shares are transferred by operation of law or court judgment to a disqualified
person, except as provided in subsection (c).
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(b) If a price for the shares is fixed in accordance with the articles of incorporation or
bylaws or by private agreement, that price controls. If the price is not so fixed, the
corporation shall acquire the shares in accordance with Section 33-19-240. If the
disqualified person rejects the corporation's purchase offer, either the person or the
corporation may commence a proceeding under Section 33-19-250 to determine the fair
value of the shares.

(c) This section does not require the acquisition of shares in the event of disqualification
if the disqualification lasts no more than five months from the date the disqualification
or transfer occurs.

(d) This section and Section 33-19-240 do not prevent or relieve a professional
corporation from paying pension benefits or other deferred compensation for services
rendered to a former shareholder if otherwise permitted by law.

(e) Unless the shareholders otherwise agree, this section does not apply to a
shareholder who dies and by will leaves his shares in the corporation to one or more of
the remaining shareholders.

SECTION 33-19-231. Option to purchase shares of a terminated shareholder.

(a) A professional corporation has a thirty-day option to purchase the shares of any
qualified shareholder whose employment with the corporation is voluntarily or
involuntarily terminated unless the shares of the terminated shareholders are required
to be purchased upon termination pursuant to an agreement among the shareholders
of the corporation.

(b) To be exercised, the option must be approved by the affirmative vote of the holders
of a majority of the shares entitled to vote thereon, excluding votes in respect of the
shares owned by the terminated shareholder, and written notice of exercise of the
option must be delivered to the terminated shareholder within thirty days after the
shareholder's employment is terminated.

(c) If the option is exercised, the terminated shareholder must sell all his shares to the
professional corporation and the sale must be treated in the same manner as a
compulsory sale made pursuant to Section 33-19-230.

(d) A professional corporation that exercises an option to purchase under this section
may allocate some or all of the shares to be purchased to one or more of its
shareholders or to other qualified persons if all the shareholders voting in favor of the
purchase approve the allocation. If the professional corporation has more than one class
or series of shares, the remaining holders of the class or series of shares being
purchased are entitled to a first option to purchase the shares not purchased by the
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professional corporation in proportion to their shareholdings or in some other
proportion agreed to by all the shareholders participating in the purchase.

SECTION 33-19-240. Acquisition procedures.

(a) If shares must be acquired under Section 33-19-230 or 33-19-231, the professional
corporation shall deliver a written notice to the executor or administrator of the estate
of its deceased shareholder, to the disqualified person or transferee or to the
terminated shareholder, as the case may be (the selling shareholder), offering to
purchase the shares at a price the corporation believes represents their fair value as of
the date of death, disqualification, transfer, or termination. The offer notice must state
that interest is paid on the shares from the valuation date until the date of payment, the
rate of interest, and an explanation of why that rate was selected. The offer notice must
be accompanied by the corporation's balance sheet for a fiscal year ending not more
than sixteen months before the effective date of the offer notice, an income statement
for that year, a statement of changes in shareholders' equity for that year, the latest
available interim financial statements, if any, and an explanation of how the fair value
was calculated.

(b) The selling shareholder has thirty days from the effective date of the notice to accept
the corporation's offer or demand that the corporation commence a proceeding under
Section 33-19-250 to determine the fair value of the shares. Unless a later date is agreed
on, if the offer is accepted, the corporation shall make payment for the shares within
sixty days from the effective date of the offer notice upon the selling shareholder's
surrender of his shares to the corporation.

(c) After the corporation makes payment for the shares, the selling shareholder has no
further interest in them.

SECTION 33-19-250. Court action to appraise shares.

(a) If the selling shareholder does not accept the professional corporation's offer under
Section 33-19-240(b) within the thirty-day period, the shareholder during the following
thirty-day period may deliver a written notice to the corporation demanding that it
commence a proceeding to determine the fair value of the shares. The corporation may
commence a proceeding at any time during the sixty days following the effective date of
its offer notice. If it does not do so, the shareholder may commence a proceeding
against the corporation to determine the fair value of his shares.

(b) The corporation or selling shareholder shall commence the proceeding in the circuit
court of the county where the corporation's principal office or, if none in this State, its
registered office is located. The corporation shall make the selling shareholder a party to
the proceeding as in an action against his shares. The jurisdiction of the court in which
the proceeding is commenced is plenary and exclusive.
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(c) The court may appoint appraisers to receive evidence and recommend decisions on
the question of fair value. The appraisers have the power described in the order
appointing them or in any amendment to it.

(d) The selling shareholder is entitled to judgment for the fair value of his shares
determined by the court as of the date of death, disqualification, or transfer or
termination together with interest from that date at a rate found by the court to be fair
and equitable.

(e) The court may specify the terms of the purchase in the order of judgment including,
if appropriate, terms for installment payments, subordination of the purchase obligation
to the rights of the corporation's other creditors, security for a deferred purchase price,
a covenant not to compete or other restriction on the selling shareholder, and release
or indemnification from any guarantees of obligations of the professional corporation
made by the selling shareholder or his predecessor in interest.

(f) The court shall require the selling shareholder to deliver all his shares to the
purchaser upon receipt of the purchase price or, if an installment purchase is ordered,
upon receipt of the first installment of the purchase price.

(g) After the purchase order is entered, any party may petition the court to modify the
terms of the purchase and the court may do so if it finds that changes in the financial or
legal ability of the professional corporation or other purchases to complete the
purchase justify a modification.

SECTION 33-19-260. Court costs and fees of experts.

(a) The court in an appraisal proceeding commenced under Section 33-19-250 shall
determine all costs of the proceeding, including the reasonable compensation and
expenses of appraisers appointed by the court, and shall assess the costs against the
professional corporation. The court may assess costs against the selling shareholder, in
an amount the court finds equitable, if the court finds the shareholder acted arbitrarily,
vexatiously, or not in good faith in refusing to accept the corporation's offer.

(b) The court may assess the fees and expenses of counsel and experts for the selling
shareholder against the corporation and in favor of the selling shareholder if the court
finds that the fair value of his shares substantially exceeded the amount offered by the
corporation or that the corporation did not make an offer.

SECTION 33-19-270. Cancellation of disqualified shares.
If the shares of a disqualified person are not acquired under Section 33-19-240 or 33-19-

250 within ten months after the death of the shareholder or within five months after
the disqualification or transfer or, in the case of the exercise of the option to purchase
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the shares following termination of employment, pursuant to Section 33-19-231, the
professional corporation shall cancel immediately the shares on its books and the
disqualified or terminated person has no further interest as a shareholder in the
corporation other than his right to payment of the fair value of the shares under Section
33-19-240 or 33-19-250.

ARTICLE 4.
GOVERNANCE

SECTION 33-19-300. Directors and officers.

Not less than one-half of the directors of a professional corporation, and all of its
officers except the secretary and treasurer, if any, must be qualified persons with
respect to the corporation.

SECTION 33-19-310. Voting of shares.

(a) Only a qualified person may be appointed a proxy to vote shares of a professional
corporation.

(b) A voting trust with respect to shares of a professional corporation is not valid unless
all of its trustees and beneficiaries are qualified persons. If a beneficiary who is a
qualified person dies or becomes disqualified, a voting trust valid under this subsection
continues to be valid for ten months after the date of death or for five months after the
disqualification occurred.

SECTION 33-19-320. Confidential relationship.

(a) The relationship between an individual rendering professional services as an
employee of a domestic or foreign professional corporation and his client or patient is
the same as if the individual were rendering the services as a sole practitioner.

(b) The relationship between a domestic or foreign professional corporation and the
client or patient for whom its employees are rendering professional services is the same
as that between the client or patient and the employee.

SECTION 33-19-330. Privileged communications.

A privilege applicable to communications between an individual rendering professional
services and the person receiving the services recognized under the statute or common
law of this State is not affected by this chapter. The privilege applies to a domestic or
foreign professional corporation and to its employees in all situations in which it applies
to communications between an individual rendering professional services on behalf of
the corporation and the person receiving the services.
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SECTION 33-19-340. Responsibility for professional services.

(a) Each individual who renders professional services as an employee of a domestic or
foreign professional corporation is liable for a negligent or wrongful act or omission in
which he personally participates to the same extent as if he rendered the services as a
sole practitioner. An employee of a domestic or foreign professional corporation is not
liable, however, for the conduct of other employees of the corporation unless he is at
fault in appointing, supervising, or cooperating with them.

(b) A domestic or foreign professional corporation whose employees perform
professional services within the scope of their employment or of their apparent
authority to act for the corporation is liable to the same extent as its employees.

(c) Except as otherwise provided by statute, the personal liability of a shareholder of a
domestic or foreign professional corporation is no greater in any respect than the
liability of a shareholder of a corporation incorporated under the South Carolina
Business Corporation Act.

ARTICLE 5.
REORGANIZATION AND TERMINATION

SECTION 33-19-400. Merger.

(a) If all the shareholders of the disappearing and surviving corporations are qualified to
be shareholders of the surviving corporation, a professional corporation may merge
with another domestic or foreign professional corporation or with a domestic or foreign
business corporation.

(b) If the surviving corporation is to render professional services in this State, it must
comply with this chapter.

SECTION 33-19-410. Termination of professional status.

If a professional corporation ceases to render professional services, it must amend its
articles of incorporation to delete references to rendering professional services and to
conform its corporate name to the requirements of Section 33-4-101. After the
amendment becomes effective, the corporation may continue in existence as a business
corporation under Chapters 1 through 17 of this title and it is no longer subject to this
chapter.

SECTION 33-19-420. Judicial dissolution.

The Attorney General may commence a proceeding under Sections 33-14-300 through
33-14-330 to dissolve a professional corporation if:
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(1) the Secretary of State or a licensing authority with jurisdiction over a professional
service described in the corporation's articles of incorporation serves written notice on
the corporation under Section 33-1-300 that it has violated or is violating a provision of
this chapter;

(2) the corporation does not correct each alleged violation, or demonstrate to the
reasonable satisfaction of the Secretary of State or licensing authority that it did not
occur, within sixty days after service of the notice is perfected under Section 33-1-300;
and

(3) the Secretary of State or licensing authority certifies to the Attorney General a
description of the violation, that it notified the corporation of the violation, and that the
corporation did not correct it, or demonstrate that it did not occur, within sixty days
after perfection of service of the notice.

ARTICLE 6.
FOREIGN PROFESSIONAL CORPORATIONS

SECTION 33-19-500. Authority to transact business.

(a) Except as provided in subsection (c), a foreign professional corporation may not
transact business in this State until it obtains a certificate of authority from the
Secretary of State.

(b) A foreign professional corporation may not obtain a certificate of authority unless:

(1) its corporate name satisfies the requirements of Section 33-19-150;

(2) it is incorporated for one or more of the purposes described in Section 33-19-110;
and

(3) all of its shareholders, not less than one-half of its directors, and all of its officers
other than its secretary and treasurer, if any, are licensed in one or more states to
render a professional service described in its articles of incorporation.

(c) A foreign professional corporation is not required to obtain a certificate of authority
to transact business in this State unless it maintains or intends to maintain an office in
this State for conduct of business or professional practice.

SECTION 33-19-510. Application for certificate of authority.
The application of a foreign professional corporation for a certificate of authority to

render professional services in this State must contain the information called for by
Section 33-15-103 and, in addition, include a statement that all of its shareholders, not
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less than one-half of its directors, and all of its officers other than its secretary and
treasurer, if any, are licensed in one or more states to render a professional service
described in its articles of incorporation.

SECTION 33-19-520. Revocation of certificate of authority.

The Secretary of State administratively may revoke under Sections 33-15-300 through
33-15-320 the certificate of authority of a foreign professional corporation authorized to
transact business in this State if a licensing authority with jurisdiction over a professional
service described in the corporation's articles of incorporation certifies to the Secretary
of State that the corporation is in violation of a provision of this chapter and describes
the violation in the certificate.

ARTICLE 7.
MISCELLANEOUS REGULATORY PROVISIONS

SECTION 33-19-600. Annual report.

The annual report required by Section 33-16-220 for each domestic professional
corporation and for each foreign professional corporation authorized to transact
business in this State must include a statement that all of its shareholders, not less than
one-half of its directors, and all of its officers other than its secretary and treasurer, if
any, are qualified persons with respect to the corporation.

SECTION 33-19-610. Rulemaking by licensing authority.

Each licensing authority is empowered to promulgate rules expressly authorized by this
chapter if the rules are consistent with the public interest or required by the public
health or welfare or by generally recognized standards of professional conduct.

SECTION 33-19-620. Licensing authority's regulatory jurisdiction.

This chapter does not restrict the jurisdiction of a licensing authority over individuals
rendering a professional service within the jurisdiction of the licensing authority nor
does it affect the interpretation or application of any law pertaining to standards of
professional conduct.

SECTION 33-19-630. Penalty for signing false document.

(a) A person commits an offense if he signs a document he knows is false in any material
respect with intent that the document be delivered to the licensing authority for filing.

(b) An offense under this section is a misdemeanor punishable by a fine of not to exceed
five hundred dollars.
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(c) The offense created by this section is in addition to any other offense created by law
for the same conduct.

ARTICLE 8.
TRANSITION PROVISIONS

SECTION 33-19-700. Application to existing professional corporations.

(a) Except as set forth in subsections (b), (c), (d), and (e), this chapter applies to a
professional corporation formed under Act 784 of 1962 in existence on its effective
date.

(b) Section 33-19-109 does not apply to professional corporations formed prior to the
effective date of this chapter unless and until its articles of association are amended.

(c) Section 33-19-210 does not apply to any share certificates that are issued and
outstanding prior to the effective date of this chapter.

(d) Section 33-19-600 does not apply to any professional corporation in existence prior
to the effective date of this chapter that was not on that date required to file its articles
of association with a licensing authority. Any professional corporation qualifying for this
exemption shall file its articles of association with the first annual report required to be
filed pursuant to Section 33-19-610.

(e) Within thirty days after the effective date of this chapter, the Secretary of State shall
send to the president of each professional corporation at the association's address as
shown in the association's most recent annual report on file in the office of the
Secretary of State a written notice stating that:

(1) the association is required to file with the Secretary of State on or before January 1,
1991, a copy of the association's articles of association and all amendments to the
articles;

(2) the articles of association may have to be amended on or before January 1, 1991, in
order to comply with Chapter 19 of this title;

(3) all future amendments and restatements of the association's articles of association
must be filed with the Secretary of State and must comply with the requirements of this

title; and

(4) no amendment or restatement of the association's articles after the effective date of
this chapter may be filed in the office of the clerks of court.

FRAMELEGALeCOM SOUTH CAROLINA | ILLINOIS g%

firm-


www.framelegal.com

162

(f) A professional corporation in existence on the effective date of this chapter is not in
violation of this chapter for failure to file its articles of association with the Secretary of
State as required by subsection (e) or to make any amendments to its articles of
association required by this chapter or Chapters 1 through 17 of the South Carolina
Business Corporation Act of 1988 until January 1, 1991. The failure of a professional
corporation to file its articles of association and any necessary amendments to its
articles of association by that date does not:

(1) impair the validity of any contract or act of the professional corporation;

(2) prevent the professional corporation from maintaining or defending any action, suit,
or proceeding in any court in this State; or

(3) result in any shareholder not being governed by Section 33-19-340 with respect to
liability for professional services.

(g) This chapter does not affect an existing or future right or privilege to render
professional services through the use of any other form of business entity.
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Title 33 - Corporations, Partnerships and Associations
CHAPTER 20.
TRANSITION PROVISIONS

SECTION 33-20-101. Application to existing domestic corporations.

This title applies to all domestic corporations in existence on its effective date that were
incorporated under any general statute of this State providing for incorporation of
corporations for profit if power to amend or repeal the statute under which the
corporation was incorporated was reserved.

SECTION 33-20-102. Application to qualified existing foreign corporations.

A foreign corporation authorized to transact business in this State on the effective date
of Chapters 1 thru 20 of this title is subject to Chapters 1 thru 20 of this title but is not
required to obtain a new certificate of authority to transact business under Chapters 1
thru 20 of this title.

SECTION 33-20-103. Application to nonprofit corporations.

Except for corporations organized under or transacting business pursuant to the
provisions of Chapter 49 of this title, except for corporations organized under or
transacting business pursuant to Chapter 45 of this title or any other provision of law in
this title relating to telephone cooperatives, except for corporations not-for-profit
organized or operating pursuant to Chapter 36 of this title, and except for those
nonprofit corporations which are governed exclusively by the provisions of Chapter 31
of this title, Chapters 1 through 20 of this title apply to every domestic nonprofit
corporation and to any other foreign nonprofit corporation which is authorized to or
transacts business in this State except as otherwise provided in Chapters 1 through 20 of
this title or by the law regulating the organization, qualification, or governance of the
nonprofit corporation.

SECTION 33-20-104. Application of Chapters 18 and 19.

The provisions of Chapters 18 and 19 of this title only apply to those corporations that
elect to be governed by those chapters.

SECTION 33-20-105. Saving provisions.

(a) Except as provided in subsection (b), the repeal of a statute by Chapters 1 thru 20 of
this title does not affect:

(1) the operation of the statute or any action taken under it before its repeal;
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(2) any ratification, right, remedy, privilege, obligation, or liability acquired, accrued, or
incurred under the statute before its repeal, including, without limitation, any right
acquired pursuant to Sections 33-11-220 and 33-21-130 in Section 2 of Act 146 of 1981;

(3) any violation of the statute, or any penalty, forfeiture, or punishment incurred
because of the violation, before its repeal;

(4) any proceeding, reorganization, or dissolution commenced under the statute before
its repeal and the proceeding, reorganization, or dissolution may be completed in
accordance with the statute as if it had not been repealed.

(b) If a penalty or punishment imposed for violation of a statute repealed by Chapters 1
thru 20 of this title is reduced by Chapters 1 thru 20 of this title, the penalty or
punishment, if not already imposed, must be imposed in accordance with Chapters 1
thru 20 of this title.

Title 33 - Corporations, Partnerships and Associations
CHAPTER 27.
TRANSFER OF STOCK IN CUSTODY OF CLEARING CORPORATIONS

SECTION 33-27-10. Definitions.
For the purposes of this chapter:

"Clearing corporation" means a corporation, all of the capital stock of which is held by or
for a national securities exchange registered under the Securities Exchange Act of 1934,
as amended.

"Custodian" means a national bank, or a bank or trust company organized under or
subject to the banking law, acting as custodian for a clearing corporation.

SECTION 33-27-20. Transfer of title to stock or rights.

Notwithstanding any other provision of law, if a certificate or instrument evidencing
shares of stock, or rights to purchase or subscribe to shares of stock, is in the custody of
a clearing corporation or of a custodian subject to the instructions of a clearing
corporation, title to any such certificate or instrument or to any interest therein and to
the shares or rights evidenced by such certificate, instrument or interest may be
transferred by making entries on the books of the clearing corporation reducing the
account of the transferor by the number of shares or rights transferred and increasing
the account of the transferee by such number of shares or rights. A transfer of title so
made shall have the same effect as if the transferor had delivered to the transferee a
certificate or instrument evidencing the shares or rights transferred, duly indorsed in
blank.

FRAMELEGALeCOM SOUTH CAROLINA | ILLINOIS g%

firm-


www.framelegal.com

165

SECTION 33-27-30. Pledge of stock or rights.

A valid pledge may be made of any such certificate or instrument or of any interest
therein and of the shares or rights evidenced by such certificate, instrument or interest
by

(a) The giving by the pledgor to the clearing corporation notice of the pledge and
instructions that, until receipt by the clearing corporation of notice to the contrary from
the pledgee, such certificate, instrument or interest therein and the shares or rights
evidenced by such certificate, instrument or interest, shall be held by the clearing
corporation (either directly or through the custodian) for the account of the pledgee,
and

(b) By the making of entries on the books of the clearing corporation reducing the
account of the pledgor by the number of shares or rights pledged and increasing the
account of the pledgee by such number of shares or rights. A pledge so made shall for all
purposes be as valid and effective as one made by transfer of actual possession of a
certificate or instrument evidencing the shares or rights pledged from the pledgor to the
pledgee.

SECTION 33-27-40. Provisions of chapter shall be controlling.

The provisions of this chapter shall be applicable although the charter or articles of
incorporation or bylaws of the corporation, any shares or rights which are transferred or
pledged as herein provided, and any certificate or instrument evidencing such shares or
rights, in whole or in part, provide that such shares or rights, shall be transferable only
on the books of the corporation or shall be registered by a registrar or transferred by a
transfer agent.
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