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CHAPTER 517—H.F.No. 1910

An act relating to corporations; providing for the formation, organization, operation,
taxation, management, and ownership of limited liability companies; prescribing the proce-
dures for filing articles of organization; establishing the powers of a limited liability com-
pany; providing for the naming of a limited liability company; providing for the appointment
of a resident agent for a limited liability company; establishing the relationship of the mem-
bers of a limited liability company to each other and to third parties; permitting the merger
of one or more limited liability companies with other domestic limited liability companies
and domestic and foreign corporations; providing for the dissolution, winding up, and termi-
nation of a limited liability company; providing for foreign limited liability companies to do
business in this state; defining certain terms; amending Minnesota Statutes 1990, sections
211B.15, subdivisions 1, 2, 3, 4, 6, 7, 9, 10, and 11; 290.01, by adding a subdivision;
3024.011, subdivision 19; 302A.115, subdivision I; 3024.121, subdivision 2; 302A4.601, by
adding a subdivision; 3084.005, subdivision 6; 3084.121, subdivision 1; 3174.011, subdivi-
sion 16; 317A4.115, subdivision 2; 319A4.02, subdivision 5, and by adding a subdivision;
3194.03; 3194.05; 3194.06, subdivision 2; 3194.07; 3194.12, subdivisions la and 2; 3194.20;
3224.01; 3224.02; 333.001; 333.18, subdivision 2; 333.20, subdivision 2; and 333.21, subdivi-
sion 1; Minnesota Statutes 1991 Supplement, sections 290.06, subdivision 22; 3024.471, sub-
division 1; and 500.24, subdivision 3; proposing coding for new law as Minnesota Statutes,
chapter 322B.

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

ARTICLE 1
Section 1. Minnesota Statutes 1990, section 211B.15, subdivision 1, is
amended to read:

Subdivision 1. PEFINITION DEFINITIONS. (a) For purposes of this sec-
tion, the following terms have the meanings given them.

(b) “Corporation” for purpeses of this seetiop means a corporation orga-
nized for profit that does business in Minnesota.

(c) “Limited liability company” means a limited liability company formed
under chapter 322B, or under similar laws of another state, that does business in
Minnesota.

Sec. 2. Minnesota Statutes 1990, section 211B.15, subdivision 2, is
amended to read: '
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Subd. 2. PROHIBITED CONTRIBUTIONS. A corporation or limited lia~
bility company may not make a contribution or offer or agree to make a contri-
bution, directly or indirectly, of any money, property, free service of its officers
or employees, or thing of monetary value to a major political party, organiza-
tion, committee, or individual to promote or defeat the candidacy of an individ-
ual for nomination, election, or appointment to a political office. For the
purpose of this subdivision, “contribution” includes an expenditure to promote
or defeat the election or nomination of a candidate to a political office that is
made with the authorization or expressed or implied consent of, or in coopera-
tion or in concert with, or at the request or suggestion of, a candidate or com-
mittee established to support or oppose a candidate.

Sec. 3. Minnesota Statutes 1990, section 211B.135, subdivision 3, is
amended to read:

Subd. 3. INDEPENDENT EXPENDITURES. A corporation or limited
liability company may not make an independent expenditure or offer or agree to
make an independent expenditure to promote or defeat the candidacy of an
individual for nomination, election, or appointment to a political office. For the
purpose of this subdivision, “independent expenditure” means an expenditure
that is not made with the authorization or expressed or implied consent of, or in
cooperation or concert with, or at the request or suggestion of, a candidate or
committee established to support or oppose a candidate.

Sec. 4. Minnesota Statutes 1990, section 211B.15,. subdivision 4, is |
amended to read:

Subd, 4. BALLOT QUESTION. A corporation or limited liability com-
pany may make contributions or expenditures to promote or defeat a ballot
question, to qualify a question for placement on the ballot unless otherwise pro-
hibited by law, or to express its views on issues of public concern. A corporation
or limited liability company may not make a contribution to a candidate for
nomination, election, or appointment to a political office or to a committee
organized wholly or partly to promote or defeat a candidate.

Sec. 5. Minnesota Statutes 1990, section 211B.15, subdivision 6, is
amended to read:

Subd. 6. PENALTY FOR INDIVIDUALS. An officer, manager, stock-
holder, member, agent, employee, attorney, or other representative of a corpora-
tion or limited liability company acting in behalf of the corporation or limited
liability company who violates this section may be fined not more than $20,000
or be imprisoned for not more than five years, or both.

Sec. 6. Minnesota Statutes 1990, section 211B.15, subdivision 7, is
amended to read:

Subd. 7. PENALTY FOR CORPORATIONS OR LIMITED LIABILITY
COMPANIES. A corporation or limited liability company convicted of violat-
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ing this section is subject to a fine not greater than $40,000. A convicted domes-
tic corporation or limited liability company may be dissolved as well as fined. If
a foreign or nonresident corporation or limited liability company is convicted,
in addition to being fined, its right to do business in this state may be declared
forfeited.

Sec. 7. Minnesota Statutes 1990, section 211B.15, subdivision 9, is
amended to read:

Subd. 9. MEDIA PROJECTS. It is not a violation of this section for a cor-
poration or limited liability company to contribute to or conduct public media
projects to encourage individuals to attend precinct caucuses, register, or vote if
the projects are not controlled by or operated for the advantage of a candidate,

political party, or committee.

Sec. 8. Minnesota Statutes 1990, section 211B.15, subdivision 10, is
amended to read:

Subd. 10. MEETING FACILITIES. It is not a violation of this section for
a corporation or limited liability company to provide meeting facilities to a
committee, political party, or candidate on a nondiscriminatory and nonpre-
ferential basis.

Sec. 9. Minnesota Statutes 1990, section 211B.15, subdivision 11, is
amended to read:

Subd. 11. MESSAGES ON CORPORATE PREMISES. It is not a viola-

" tion of this section for a corporation or limited liability company selling prod-

ucts or services to the public to post on its public premises messages that

promote participation in precinct caucuses, voter registration, or elections if the

messages are not controlled by or operated for the advantage of a candidate,
political party, or committee.

Sec. 10. Minnesota Statutes 1990, section 290.01, is amended by adding a
subdivision to read:

Subd. 3b. LIMITED LIABILITY COMPANY. For purposes of this chap-
ter and chapter 289A, a limited liability company that is formed under either
the laws of this state or under similar laws of another state, and that is consid-

partnership and the members miust be considered to be partners.

Sec. 11. Minnesota Statutes 1991 Supplement, section 290.06, subdivision
22, is amended to read:

Subd. 22. CREDIT FOR TAXES PAID TO ANOTHER STATE. (a) A
taxpayer who is liable for taxes on or measured by net income to another state
or province or territory of Canada, as provided in paragraphs (b) through (f),
upon income allocated or apportioned to Minnesota, is entitled to a credit for
the tax paid to another state or province or territory of Canada if the tax is actu-
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ally paid in the taxable year or a subsequent taxable year. A taxpayer who is a
resident of this state pursuant to section 290.01, subdivision 7, clause (2), and
who is subject to income tax as a resident in the state of the individual’s domi-
cile is not allowed this credit unless the state of domicile.does not allow a simi-
lar credit.

(b) For an individual, estate, or trust, the credit is determined by multiply-
ing the tax payable under this chapter by the ratio derived by dividing the
income subject to tax in the other state or province or territory of Canada that
is also subject to tax in Minnesota while a resident of Minnesota by the taxpay-
er’s federal adjusted gross income, as defined in section 62 of the Internal Reve-
nue Code of 1986, as amended through December 31, 1989, modified by the
addition required by section 290.01, subdivision 19a, clause (1), and the sub-
traction allowed by section 290.01, subdivision 19b, clause (1), to the extent the
income is allocated or assigned to Minnesota under sections 290.081 and
290.17.

(¢) If the taxpayer is an athletic team that apportions all of its income under
section 290,17, subdivision 5, paragraph (c), the credit is determined by multi-
plying the tax payable under this chapter by the ratio derived from dividing the
total net income subject to tax in the other state or province or territory of Can-
ada by the taxpayer’s Minnesota taxable income.

(d) The credit determined under paragraph (b) or (c) shall not exceed the
amount of tax so paid to the other state or province or territory of Canada on
the gross income earned within the other state or province or territory of Can-
ada subject to tax under this chapter, nor shall the allowance of the credit reduce
the taxes paid under this chapter to an amount less than what would be assessed
if such income amount was excluded from taxable net income.

(e) In the case of the tax assessed on a lump sum distribution under section
290.032, the credit allowed under paragraph (a) is the tax assessed by the other
state or province or territory of Canada on the lump sum distribution that is
also subject to tax under section 290.032, and shall not exceed the tax assessed
under section 290.032. To the extent the total lump sum distribution defined in
section 290.032, subdivision 1, includes lump sum distributions received in
prior years or is all or in part an annuity contract, the reduction to the tax on
the lump sum distribution allowed under section 290.032, subdivision 2,
includes tax paid to another state that is properly apportioned to that distribu-
tion.

(f) If a Minnesota resident reported an item of income to Minnesota and is
assessed tax in such other state or province or territory of Canada on that same
income after the Minnesota statute of limitations has expired, the taxpayer shall
receive a credit for that year under paragraph (a), notwithstanding any statute of
limitations to the contrary. The claim for the credit must be submitted within
one year from the date the taxes were paid to the other state or province or terri-
tory of Canada. The taxpayer must submit sufficient proof to show entitlement
to a credit.
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(g) For the purposes of this subdivision, a resident sharcholder of a corpora-
tion having a valid election in effect under section 1362 of the Internal Revenue
Code of 1986, as amended through December 31, 1990, must be considered to
have paid a tax imposed on the shareholder in an amount equal to the share-
holder’s pro rata share of any net income tax paid by the S corporation to a state
that does not measure the income of the shareholder of the S corporation by ref-
erence to the income of the S corporation. For the purposes of the preceding
sentence, the term “net income tax” means any tax imposed on or measured by
a corporation’s net income.

(h) For the purposes of this subdivision, a resident member of a limited lia-
bility company taxed as a partnership under the Internal Revenue Code of 1986,
as amended through December 31, 1991, must be considered to have paid a tax
imposed on the member in an amount equal to the member’s pro rata share of

a limited liability company’s net income.

Sec. 12. Minnesota Statutes 1990, section 302A.011, subdivision 19, is
amended to read:

Subd. 19. ORGANIZATION. “Organization” means a domestic or foreign
corporation, limited liability company, whether domestic or foreign, partner-
ship, limited partnership, joint venture, association, business trust, estate, trust,
enterprise, and any other legal or commercial entity.

Sec. 13. Minnesota Statutes 1990, section 302A.115, subdivision 1, is
amended to read:

Subdivision 1. REQUIREMENTS; PROHIBITIONS. The corporate
name:

(a) Shall be in the English language or in any other language expressed in
English letters or characters;

(b) Shall contain the word “corporation,” “incorporated,” or “limited,” or
shall contain an abbreviation of one or more of these words, or the word “com-
pany” or the abbreviation “Co.” if that word or abbreviation is not immediately
preceded by the word “and” or the character “&”;

(c) Shall not contain a word or phrase that indicates or implies that it is
incorporated for a purpose other than a legal business purpose;

(d) Shall be distinguishable upon the records in the office of the secretary of
state from the name of a domestic corporation or limited partnership, whether
profit or nonprofit, or a limited liability company, whether domestic or foreign,
or a foreign corporation or limited partnership authorized or registered to do
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business in this state, whether profit or nonprofit, or a name the right to which
is, at the time of incorporation, reserved or provided for in sections 302A.117,
322A.03, 322B.125, or 333.001 to 333.54, unless there is filed with the articles
one of the following:

(1) The written consent of the domestic corporation or limited partnership
or foreign corporation or limited partnership authorized or registered to do busi-
ness in this state or the holder of a reserved name or a name filed by or regis-
tered with the secretary of state under sections 333.001 to 333.54 having a name
that is not distinguishable;

(2) A certified copy of a final decree of a court in this state establishing the
prior right of the applicant to the use of the name in this state; or

(3) The applicant’s affidavit that the corporation or limited partnership with
the name that is not distinguishable has been incorporated or on file in this state
for at least three years prior to the affidavit, if it is a domestic corporation or
limited partnership, or has been authorized or registered to do business in this
state for at least three years prior to the affidavit, if it is a foreign corporation or
limited partnership, or that the holder of a name filed or registered with the sec-
retary of state under sections 333.001 to 333.54 filed or registered that name at
least three years prior to the affidavit, and has not during the three-year period
filed any document with the secretary of state; that the applicant has mailed
written notice to the corporation or limited partnership or the holder of a name
filed or registered with the secretary of state under sections 333.001 to 333.54 by
certified mail, return receipt requested, properly addressed to the registered |
office of the corporation or in care of the agent of the limited partnership, or the
address of the holder of a name filed or registered with the secretary of state
under sections 333.001 to 333,54, shown in the records of the secretary of state,
that the applicant intends 10 use a name that is not distinguishable and the
notice has been returned to the applicant as undeliverable to the addressee cor-
poration or limited partnership or holder of a name filed or registered with the
secretary of state under sections 333.001 to 333.54; that the applicant, after dili-
gent inquiry, has been unable to find any telephone listing for the corporation or
limited partnership with the name that is not distinguishable in the county in
which is located the registered office of the corporation shown in the records of
the secretary of state or has been unable to find any telephone listing for the
holder of a name filed or registered with the secretary of state under sections
333.001 to 333.54 in the county in which is located the address of the holder
shown in the records of the secretary of state; and that the applicant has no
knowledge that the corporation or limited partnership or holder of a name filed
or registered with the secretary of state under sections 333.001 to 333.54 is cur-
rently engaged in business in this state.

Sec. 14. Minnesota Statutes 1990, section 302A.121, subdivision 2, is
amended to read:

Subd. 2. REGISTERED AGENT. A corporation may designate in its arti-
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cles a registered agent. The registered agent may be a natural person residing in
this state, a domestic corporation, or limited liability company, or a foreign cor-
poration or foreign limited liability company authorized to transact business in
this state. The registered agent must maintain a business office that is identical

with the registered office.

Sec. 15. Minnesota Statutes 1991 Supplement, section 302A.471, subdivi-
sion 1, is amended to read:

Subdivision 1. ACTIONS CREATING RIGHTS. A shareholder of a corpo-
ration may dissent from, and obtain payment for the fair value of the sharehold-
er’s shares in the event of, any of the following corporate actions:

(a) An amendment of the articles that materially and adversely affects the
rights or preferences of the shares of the dissenting shareholder in that it:

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

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

(3) alters or abolishes a preemptive right of the holder of the shares to
acquire shares, securities other than shares, or rights to purchase shares or secur-
ities other than shares;

(4) excludes or limits the right of a shareholder to vote on a matter, or to
cumulate votes, except as the right may be excluded or limited through the
authorization or issuance of securities of an existing or new class or series with
similar or different voting rights; except that an amendment to the articles of an
issuing public corporation that provides that section 302A.671 does not apply to
a control share chuisition does not give rise to the right to obtain payment
under this section;

(b) A sale, lease, transfer, or other disposition of all or substantially all of
the property and assets of the corporation not made in the usual or regular
course of its business, but not including a disposition in dissolution described in
section 302A.725, subdivision 2, or a disposition pursuant to an order of a
court, or a disposition for cash on terms requiring that all or substantially all of
the net proceeds of disposition be distributed to the shareholders in accordance
with their respective interests within one year after the date of disposition;

() A plan of merger, whether under this chapter or under chapter 322B, to
which the corporation is a party, except as provided in subdivision 3;

(d) A plan of exchange, whether under this chapter or under chapter 322B,
to which the corporation is a party as the corporation whose shares will be
acquired by the acquiring corporation, if the shares of the shareholder are enti-
tled to vote on the plan; or
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(e) Any other corporate action taken pursuant to a shareholder vote with
respect to which the articles, the bylaws, or a resolution approved by the board
directs that dissenting shareholders may obtain payment for their shares.

Sec. 16. Minnesota Statutes 1990, section 302A.601, is amended by adding
a subdivision to read:

Subd. 4. MERGER OR EXCHANGE WITH A LIMITED LIABILITY
COMPANY. A corporation may participate in a merger or exchange with a
domestic limited liability company pursuant to chapter 322B, The dissenters’
rights for shareholders of a corporation are governed by this chapter.

Sec, 17. Minnesota Statutes 1990, section 308A.005, subdivision 6, is
amended to read:

Subd. 6. CORPORATION. “Corporation” means a company, limited lia-
bility company, whether domestic or foreign, association, or body vested with a
corporate power or function.

Sec. 18. Minnesota Statutes 1990, section 308A.121, subdivision 1, is
amended to read:

Subdivision 1. NAME. The name of a cooperative must distingunish the
cooperative upon the records in the office of the secretary of state from the name
of a domestic corporation, whether profit or nonprofit, or a limited partnership,
or a foreign corporation or a limited partnership authorized or registered to do
business in this state, whether profit or nonprofit, a limited liability company,
whether domestic or foreign, or a name the right to which is, at the time of
incorporation, reserved or provided for in sections 302A.117, 317A.117,
322A.03, 322B.125, or 333.001 to 333.54. ’

Sec. 19. Minnesota Statutes 1990, section 317A.011, subdivision 16, is
amended to read:

Subd. 16. ORGANIZATION. “Organization” means a domestic or foreign
business or nonprofit corporation, limited liability company, whether domestic
or foreign, partnership, limited partnership, joint venture, association, trust,
estate, enterprise, or other legal or commercial entity.

Sec. 20. Minnesota Statutes 1990, section 317A.115, subdivision 2, is
amended to read:

Subd. 2. NAME MUST BE DISTINGUISHABLE. (a) A corporate name
must be distinguishable upon the records in the office of the secretary of state
from the name of a domestic corporation or limited partnership, a foreign cor-
poration or limited partnership authorized or registered to do business in this
state, whether profit or nonprofit, a limited liability company, whether domestic
or foreign, or a name the right to which is, at the time of incorporation,
reserved, registered, or provided for in section 317A.117, 302A.117, 322A.03,
322B.125, or sections 333.001 to 333.54, unless one of the following is filed with
the articles:
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(1) the written consent of the organization having the name that is not dis-
tinguishable;

(2) a certified copy of a final decree of a court in this state establishing the
prior right of the applicant to use its corporate name in this state; or

(3) an affidavit of nonuse of the kind required by section 302A.115, subdivi-
sion 1, paragraph (d), clause (3).

(b) The secretary of state shall determine whether a name is distinguishable
from another name for purposes of this section and section 317A.117,

(c) This subdivision does not affect the right of a corporation existing on
January 1, 1991, or a foreign corporation authorized to do business in this state
on that date, to use its corporate name.

Sec. 21. Minnesota Statutes 1990, section 319A.02, subdivision 5, is
amended to read:

Subd. 5. “Foreign professional corporation” means a corporation or limited
liability company organized under laws other than the laws of this state for a
purpose for which a professional corporation may be organized hereunder.

Sec. 22. Minnesota Statutes 1990, section 319A.02, is amended by adding a
subdivision to read:

Subd. 7. “Corporation” as used in this chapter includes a limited liability
company organized under chapter 322B and, with respect to a limited liability
company, references in this chapter to articles of incorporation, bylaws, officers,
directors, sharcholdets and shares of stock shall refer to articles of organization,

operating agreement, governors, managers, members and membership interests,
respectively. .

Sec. 23. Minnesota Statutes 1990, section 319A.03, is amended to read:

319A.03 FORMATION OF CORPORATION.

One or more natural professional persons may form a corporation pursuant
to chapter 302A, or 317A and one or more natural professional persons may
organize a limited liability company pursuant to chapter 322B for the purposes
hereinafter set forth.

Sec. 24. Minnesota Statutes 1990, section 319A.05, is amended to read:
319A.05 APPLICABILITY OF CORPORATION ACTS.

A corporation incorporating or a limited liability company organizing under
sections 319A.01 to 319A.22 and chapter 302A, 322B, or 317A shall proceed in
the manner specified in chapter 302A, 322B, or 317A. After incorporation or
organization a professional corporation or limited liability company shall enjoy
the powers and privileges and shall be subject to the duties and liabilities of

New language is indicated by underline, deletions by strikeout.




1177 LAWS of MINNESOTA for 1992 Ch. 517, Art. 1

other corporations or limited liability companies, respectively organized under
chapter 302A, 322B, or 317A, except insofar as the same may be limited or
enlarged by sections 319A.01 to 319A.22. If any provision of sections 319A.01
to 319A.22 conflicts with the provisions of chapter 3024, 322B, or 317A, sec-
tions 319A.01 to 319A.22 take precedence.

Sec. 25. Minnesota Statutes 1990, section 319A.06, subdivision 2, is
amended to read:

Subd. 2. A foreign professional corporation may provide professional ser-
vice in this state only upon compliance with sections 303.01 to 303.24, or sec-
tions 322B.90 to 322B.955, regulating foreign corporations and foreign limited
liability companies, respectively. The secretary of state shall promulgate forms
for such purpose. The provisions of sections 319A.01 to 319A.22 relating to the
rendering of professional service by a professional corporation apply to a foreign
professional corporation, Sections 319A.01 to 319A.22 shall not be construed to
prohibit the rendering of professional service in this state by a person who is a
shareholder, director, officer, employee, or agent of a foreign professional corpo-
ration, if the person could lawfully render professional service in this state in the
absence of any relationship to the foreign professional corporation, irrespective
of whether the foreign professional corporation is authorized to provide profes-
sional service in this state.

Sec. 26. Minnesota Statutes 1990, section 319A.07, is amended to read:
319A.07 CORPORATE NAME.

The corporate name of any corporation organized under sections 319A.01
tion, other than a limited liability company, shall end with the word
“Chartered,” or the word “Limited,” or the abbreviation “Ltd.,” or the words
“Professional Association,” or the abbreviation “P.A.” The name of any limited
liability company organized under sections 319A.01 to to 319A.22 and chapter
322B shall end with the words “Professional Limited Liability Company,” or the

abbreviation “P.L.C.”

Sec. 27. Minnesota Statutes 1990, section 319A.12, subdivision la, is
amended to read:

Subd. 1a. A professional corporation may at any time by amendment to its
articles of incorporation relinquish the powers and privileges conferred upon it
by this chapter and elect to be governed thereafter solely by the provisions of
chapter 302A, 322B, or 317A, as the case may be. Notwithstanding any provi-
sion of this chapter, the representative of a deceased or incompetent shareholder
of a professional corporation shall have authority to vote the deceased or incom-
petent shareholder’s shares on the question of adopting such an amendment.

Sec. 28. Minnesota Statutes 1990, section 319A.12, subdivision 2, is
amended to read:
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Subd. 2. If within 90 days following the date of death of a shareholder or
member of a professional corporation or the loss of a license to render profes-
sional service all of the shares or membership owned by the deceased or disqual-
ified shareholder or member have not been transferred to and acquired by the
corporation or persons qualified to own the shares or membership, the corpora-
tion shall thereafter be governed solely by the provisions of chapter 3024, 322B,
or 317A, as the case may be and shall not enjoy any of the powers and privileges
conferred by sections 319A.01 to 319A.22. When the corporation ceases to be
authorized to render professional service, its corporate name must be changed to
comply with the corporate name provision of chapter 302A, 322B, or 317A, as
the case may be, and any words, phrases or abbreviations contained therein to
comply with the provisions of sections 319A.01 to 319A.22 shall be eliminated.

Sec. 29. Minnesota Statutes 1990, section 319A.20, is amended to read:
319A.20 SUSPENSION OR REVOCATION.

The corporate charter of a professional corporation or the certificate of
authority of a foreign professional corporation may be suspended or revoked
pursuant to section 302A.757, 322B.843, or 317A.751 for the reasons enumer-
ated therein or for failure to comply with the provisions of sections 319A.01 to
319A.22 or the rules of any board. A board through the attorney general may
institute such suspension or revocation proceedings. -

Sec. 30. Minnesota Statutes 1990, section 322A.01, is amended to read:

322A.01 DEFINITIONS.

As used in sections 322A.01 to 322A.87, unless the context otherwise
requires:

(1) “Certificate of limited partnership” means the certificate referred to in
section 322A.11, and the certificate as amended or restated.

(2) “Contribution” means any cash, property, services rendered, or a prom-
issory note or other binding obligation to contribute cash or property or to per-
form services, which a partner contributes to a limited partnership as a partner.

(3) “Event of withdrawal of a general partner” means an event that causes a
person to cease to be a general partner as provided in section 322A.32.

(4) “Foreign limited partnership” means a partnership formed under the
laws of any state other than this state and having as partners one or more gen-
eral partners and one or more limited partners.

(5) “General partner” means a person who has been admitted to a limited
partnership as a general partner in accordance with the partnership agreement
and named in the certificate of limited partnership as a general partner.

(6) “Limited partner” means a person who has been admitted to a limited
partnership as a limited partner in accordance with the parinership agreement.
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(7) “Limited partnership” and “domestic limited partnership” mean a pari-
nership formed by two or more persons under the laws of this state and having
one or more general partners and one or more limited partners.

(8) “Partner” means a limited or general partner.

(9) “Partnership agreement” means any valid agreement, written or oral, of
the partners as to the affairs of a limited partnership and the conduct of its busi-
ness.

(10) “Partnership interest” means a partner’s share of the profits and losses
of a limited partnership and the right to receive distributions of partnership
assets.

(11) “Person” means a natural person, partnership, limited partnership (do-
mestic or foreign), trust, estate, association, limited liability company (whether
domestic or foreign), or corporation,

(12) “State” means a state, territory, or possession of the United States, the
District of Columbia, or the Commonwealth of Puerto Rico.

Sec. 31. Minnesota Statutes 1990, section 322A.02, is amended to read:
322A.02 NAME.

(a) The name of each limited partnership as set forth in its certificate of lim-
ited partnership:

(1) shall contain without abbreviation the words “limited partnership”;

(2) may not contain the name of a limited partner unless (i) it is also the
name of a general partner or the corporate name of a corporate general partner,
or (ii) the business of the limited partnership had been carried on under that
name before the admission of that limited partner;

(3) must be distinguishable from the name of a domestic corporation or lim-
ited partnership, whether profit or nonprofit, or a foreign corporation or limited
partnership authorized or registered to do business in this state, whether profit
or nonprofit, a limited liability company, whether domestic or foreign, or a
name the right to which is reserved or provided for in the manner provided for
in sections 302A.117, 322A.03, 322B.125, or 333.001 to 333.54, unless there is
filed with the certificate a written consent, court decree of prior right, or affida-
vit of nonuse, of the kind required by section 302A.115, subdivision 1, para-
graph (d); and

(4) may not contain the following words: corporation, incorporated.

The secretary of state shall determine whether a name is “distinguishable”
from another name for purposes of this section and section 322A.03. This sec-
tion does not abrogate or limit the law of unfair competition or unfair practices,
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nor sections 333.001 to 333.54, nor the laws of the United States with respect to
the right to acquire and protect copyrights, trademarks, service names, service
marks, or any other rights to the exclusive use of names or symbols, nor dero-
gate the common law or principles of equity.

{b) A person doing business in this state may contest the subsequent regis-
tration of a name with the office of the secretary of state as provided in section
5.22,

Sec. 32. Minnesota Statutes 1990, section 333.001, is amended to read:

333.001 DEFINITIONS.

Subdivision 1. As used in sections 333.001 to 333.06, the following terms
shall have the meanings given, unless the context clearly indicates that a differ-
ent meaning is intended.

Subd. 2. PERSON. “Person” means one or more natural persons; a limited
liability company, whether domestic or foreign; a partnership; a limited partner-
ship; a corporation, including a foreign, domestic, or nonprofit corporation; a
trust; or any other business organization.

Subd. 3. TRUE NAME. “True name” means the true full name of the nat-
ural person, if a proprietorship; the true full name of each partner, if a partner-
ship; the full corporate name as stated in its articles, if a corporation; the full
pame of the limited liability company as stated in its articles of organization or
certificate of authority; the full name of the limited partnershlp, if a limited
partnership; the true full name of at least one trustee, if a trust; or the true full
name of at least one beneficial owner, if any other form of business organization.

Subd. 4. “Address” means the full residential address of each natural per-
son, trustee or beneficial owner, limited liability company, whether domestic or
foreign, or corporation, included in subdivision 3, and the address of the princi-
pal place in Minnesota where the business is conducted or transacted.

Subd. 5. “Executed” means executed by one natural person, if a proprietor-
ship; by a general partner if a general or limited partnership; by a manager, if a
limited liability company; by an officer, if a corporation; by a trustee, if a trust;
orbya beneficial owner or managing agent, if some other form of business orga-
nization.

Sec. 33. Minnesota Statutes 1990, section 333.18, subdivision 2, is
amended to read:

Subd. 2. The term “person” as used herein means any individual, firm,
partnership, corporation, limited liability company, whether domestic or for-
eign, association, union or other organization.

Sec. 34. Minnesota Statutes 1990, section 333.20, subdivision 2, is
amended to read:
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Subd. 2. The application shall be signed by the applicant or by a member of
the firm or an officer of the corporation, or association or by a manager of a
domestic or foreign limited liability company, or association applying,

Sec. 35. Minnesota Statutes 1990, section 333.21, subdivision 1, is
amended to read:

Subdivision 1. Upon a finding by the secretary of state that the mark and
application for registration comply with the requirements of sections 333.18 to
333,31, and that the class indicated, if any, in which the mark is to be registered
is not clearly incorrect, the secretary of state shall cause a certificate of registra-
tion to be issued and delivered to the applicant. The certificate of registration
shall be issued under the signature of the secretary of state and the seal of the
state, and shall show the registrant’s name and business address and, if a corpo-
ration or a limited liability company, the state of incorporation or organization,
the date claimed for the first use of the mark in this state, the class of goods or
services and a description of the goods or services in connection with which the
mark is used, a reproduction of the mark, the regisiration date and the term of
the registration.

Sec. 36. Minnesota Statutes 1991 Supplement, section 500.24, subdivision
3, is amended to read:

Subd, 3. FARMING AND OWNERSHIP OF AGRICULTURAL LAND
BY CORPORATIONS RESTRICTED. No corporation, limited liability com-
pany, pension or investment fund, or limited partnership shall engage in farm-
ing; nor shall any corporation, limited liability company, pension or investment
fund, or limited partnership, directly or indirectly, own, acquire, or otherwise
obtain an interest, whether legal, beneficial or otherwise, in any title to real
estate used for farming or capable of being used for farming in this state. Pro-
vided, however, that the restrictions in this subdivision do not apply to corpora-
tions or partnerships in clause (b) and do not apply to corporations, limited
partnerships, and pension or investment funds that record its name and the par-
ticular exception under clauses (a) to (s) under which the agricultural land is
owned or farmed, have a conservation plan prepared for the agricultural land,
report as required under subdivision 4, and satisfy one of the following condi-
tions under clauses (a) to (s);

(a) A bona fide encumbrance taken for purposes of security;

(b) A family farm corporation, an authorized farm corporation, a family
farm partnership, or an authorized farm partnership as defined in subdivision 2
or a general partnership;

(c) Agricuitural land and land capable of being used for farming owned by a
corporation as of May 20, 1973, or a pension or investment fund as of May 12,
1981, including the normal expansion of such ownership at a rate not to exceed
20 percent of the amount of land owned as of May 20, 1973, or, in the case of
a pension or investment fund, as of May 12, 1981, measured in acres, in any
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five-year period, and including additional ownership reasonably necessary to
meet the requirements of pollution control rules;

(d) Agricultural land operated for research or experimental purposes with
the approval of the commissioner of agriculture, provided that any commercial
sales from the operation must be incidental to the research or experimental
objectives of the corporation. A corporation, limited partnership, or pension or
investment fund seeking to operate agricultural land for research or experimen-
tal purposes must submit to the commissioner a prospectus or proposal of the
intended method of operation, containing information required by the commis-
sioner including a copy of any operational contract with individual participants,
prior to initial approval of an operation. A corporation, limited partnership, or
pension or investment fund operating agricultural land for research or experi-
mental purposes prior to May 1, 1988, must comply with all requirements of
this clause except the requirement for initial approval of the project;

- (€) Agricultural land operated by a corporation or limited partnership for
the purpose of raising breeding stock, including embryos, for resale to farmers or
operated for the purpose of growing seed, wild rice, nursery plants or sod;

(f) Agricultural land and land capable of being used for farming leased by a
corporation or limited partnership in an amount, measured in acres, not to
exceed. the acreage under lease to such corporation as of May 20, 1973, or to the
limited partnership as of May 1, 1988, and the additional acreage required for
normal expansion at a rate not to exceed 20 percent of the amount of land
leased as of May 20, 1973, for a corporation or May 1, 1988, for a limited part-
nership in any five-year period, and the additional acreage reasonably necessary
to meet the requirements of pollution control rules;

() Agricultural land when acquired as a gift (either by grant or a devise) by
an educational, religious, or charitable nonprofit corporation or by a pension or
investment fund or limited partnership; provided that all lands so acquired by a
pension or investment fund, and all lands so acquired by a corporation or lim-
ited partnership which are not operated for research or experimental purposes,
or are not operated for the purpose of raising breeding stock for resaie to farm-
ers or operated for the purpose of growing seed, wild rice, nursery plants or sod
must be disposed of within ten years after acquiring title thereto;

(h) Agricultural land acquired by a pension or investment fund or a corpora-
tion other than a family farm corporation or authorized farm corporation, as
defined in subdivision 2, or a limited partnership other than a family farm part-
nership or authorized farm partnership as defined in subdivision 2, for which
the corporation or limited partnership has documented plans to use and subse-
quently uses the land within six years from the date of purchase for a specific
nonfarming purpose, or if the land is zoned nonagricuitural, or if the land is
located within an incorporated area. A pension or investment fund or a corpora-
tion or limited partnership may hold such agricultural land in such acreage as
may be necessary to its nonfarm business operation; provided, however, that
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pending the development of agricultural land for nonfarm purposes, such land
may not be used for farming except under lease to a family farm unit, a family
farm corporation, an authorized farm corporation, a family farm partnership, or
an authorized farm partnership, or except when controlled through ownership,
options, leaseholds, or other agreements by a corporation which has entered into
an agreement with the United States of America pursuant to the New Commu-
nity Act of 1968 (Title IV of the Housing and Urban Development Act of 1968,
United States Code, title 42, sections 3901 to 3914) as amended, or a subsidiary
or assign of such a corporation;

(i) Agricultural lands acquired by a pension or investment fund or a corpo-
ration or limited partnership by process of law in the collection of debts, or by
any procedure for the enforcement of a lien or claim thereon, whether created by
mortgage or otherwise; provided, however, that all lands so acquired be disposed
of within ten years after acquiring the title if acquired before May 1, 1988, and
five years after acquiring the title if acquired on or after May 1, 1988, acquiring
the title thereto, and further provided that the land so acquired shall not be used
for farming during the ten-year or five-year period except under a lease to a fam-
ily farm unit, a family farm corporation, an authorized farm corporation, a fam-
ily farm partnership, or an authorized farm partnership. The aforementioned
ten-year or five-year limitation period shall be deemed a covenant running with
the title to the land against any grantee, assignee, or successor of the pension or
investment fund er eerperate or limited partnership grantee of assignee or the
sueeessor of such pension or investment fund or eorperation or limited parthers
ship, corporation, or limited partnership. Notwithstanding the five-year divesti-
ture requirement under this clause, a financial institution may continue to own
the agricultural land if the agricultural land is leased to the immediately preced-
ing former owner, but must divest of the agricultural land within the ten-year
period;

(i) Agricultural land acquired by a corporation regulated under the provi-
sions of Minnesota Statutes 1974, chapter 216B, for purposes described in that
chapter or by an electric generation or transmission cooperative for use in its
business, provided, however, that such land may not be used for farming except
under lease to a family farm unit, a family farm corporation, or a family farm
partnership;

(k) Agricultural land, either leased or owned, totaling no more than 2,700
acres, acquired after May 20, 1973, for the purpose of replacing or expanding
asparagus growing operations, provided that such corporation had established
2,000 acres of asparagus production;

() All agricultural land or land capable of being used for farming which was
owned or leased by an authorized farm corporation as defined in Minnesota
Statutes 1974, section 500.24, subdivision 1, clause (d), but which does not qual-
ify as an authorized farm corporation as defined in subdivision 2, clause (d);

(m) A corporation formed primarily for religious purposes whose sole
income is derived from agriculture;
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(n) Agricultural land owned or leased by a corporation prior to August 1,
1975, which was exempted from the restriction of this subdivision under the
provisions of Laws 1973, chapter 427, including normal expansion of such own-
ership or leasehold interest to be exercised at a rate not to exceed 20 percent of
the amount of land owned or leased on August 1, 1975, in any five-year period
and the additional ownership reasonably necessary to meet requirements of pol-
lution control rules;

(o) Agricultural land owned or leased by a corporation prior to August 1,
1978, including normal expansion of such ownership or leasehold interest, to be
exercised at a rate not to exceed 20 percent of the amount of land owned or
leased on August 1, 1978, and the additional ownership reasonably necessary to
meet requirements of pollution control rules, provided that nothing herein shall
reduce any exemption contained under the provisions of Laws 1975, chapter
324, section 1, subdivision 2;

(p) An interest in the title to agricultural land acquired by a pension fund or
family trust established by the owners of a family farm, authorized farm corpo-
ration or family farm corporation, but limited to the farm on which one or more
of those owners or shareholders have resided or have been actively engaged in
farming as required by subdivision 2, clause (b), (c), or (d);

(q) Agricultural land owned by a nursing home located in a city with a pop-
ulation, according to the state demographer’s 1985 estimate, between 900 and
1,000, in a county with a population, according to the state demographer’s 1985
estimate, between 18,000 and 19,000, if the land was given to the nursing home
as a gift with the expectation that it would not be sold during the donor’s life-
time. This exemption is available until July 1, 1995;

(r) The acreage of agricultural land and land capable of being used for farm-
ing owned and recorded by an authorized farm corporation as defined in Minne-
sota Statutes 1986, section 500.24, subdivision 2, paragraph (d), or a limited
partnership as of May 1, 1988, including the normal expansion of the ownership
at a rate not to exceed 20 percent of the land owned and recorded as of May 1,
1988, measured in acres, in any five-year period, and including additional own-
ership reasonably necessary to meet the requirements of pollution control rules;

(s) Agricultural land owned or leased as a necessary part of an aquatic farm
as defined in section 17.47, subdivision 3.

Sec. 37. EFFECTIVE DATE.

31, 1992. The rest of the article is effective January 1, 1993.
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ARTICLE 2
MINNESOTA LIMITED LIABILITY COMPANY ACT
Section 1. [322B.01] CITATION.

This chapter may be cited as the “Minnesota limited liability company act.”
Sec. 2. [322B.02] LAWS NOT TO APPLY.

Sections 222.19, 222,23, 300.01, 300.02, 300.06 to 300.09, 300.12 to
300.68, and chapters 301, 316, and 556 do not apply to a limited liability com-
pany organized under this chapter.

Sec. 3. [322B.03] DEFINITIONS.

Subdivision 1. SCOPE. For the purposes of this chapter, unless the lan-
guage or context clearly indicates that a different meaning is intended, the
words, terms, and phrases defined in this section have the meanings given them.

Subd. 2. ACQUIRING ORGANIZATION, “Acquiring organization”
means the limited liability company or foreign or domestic corporation that
acquires in an exchange the shares of a domestic or foreign corporation or the
membership interests of a limited liability company.

Subd. 3. ADDRESS. “Address” means mailing address, including a zip
code. In the case of a registered office or principal executive office, the term

means the mailing address and the actual office location which must not be a
post office box.

Subd. 4. AGREEMENT TO GIVE DISSOLUTION AVOIDANCE CON-
SENT. ‘Agreement to give dissolution avoidance consent” means a member
control agreement under section 322B.37, or a part of a member control agree-
ment, under which the members agree in advance that if in the future the con-

tinued membership of any member is terminated through an event covered in

the agreement, then each remaining member shall give dissolution avoidance
consent,

Subd. 5. AGREEMENT TO GIVE TRANSFER CONSENT. “Agreement
to give transfer consent” means a member control agreement under section
322B.37, or a part of a member control agreement, under which the members
agree in advance to give any consent referred to in section 322B.313, subdivi-

sion 2.

Subd. 6. ARTICLES OR ARTICLES OF ORGANIZATION. “Articles” or
“Articles of organization” means, in the case of a limited liability company orga-
nized under this chapter, articles of organization, articles of amendment, a state-
ment of change of registered office, registered agent, or name of registered agent,
a statement establishing or fixing the rights and preferences of a class or series of
membership interests, articles of merger, articles of abandonment, and articles

of termination. In the case of a foreign limited liability company, the term

includes all documents serving a similar function required to be filed with the
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organization.

Subd. 7. BOARD OR BOARD OF GOVERNORS. “Board” or “board of
governors” means the board of governors of a limited liability company.

Subd. 8. BOARD MEMBER. “Board member” means a natural person
serving on the board of governors in the case of a limited liability company and

a natural person serving on the board of directors in the case of a corporation.

Subd. 9. BUSINESS CONTINUATION AGREEMENT. “Business contin-
uation agreement” means a member control agreement under section 322B.37,
or a part of a member control agreement, made before or after the limited liabil-
ity company has incurred an event of dissolution, under which the members:

(1) agree that, despite any dissolution, winding up and termination of the
limited Liability company as a legal entity, its business will be continued in a
successor organization through a merger, transfer of assets, transfer of member-
ship interests, or otherwise; and

(2) specify the terms and conditions under which the business continuation
will occur.

Subd. 10, CLASS, “Class,” when used with reference to membership inter-
ests, means a category of membership interests that differs in one or more rights
or preferences from another category of membership interests of the limited lia-

bility company.
Subd. 11. CLOSELY HELD LIMITED LIABILITY COMPANY. “Closely

held limited liability company” means a limited liability company that does not
have more than 35 members.

Subd. 12. CONSTITUENT ORGANIZATION, “Constituent organization”
means a limited liability company or a domestic or foreign corporation that is a

party to a merger or an exchange.

Subd. 13. CONTRIBUTION AGREEMENT. “Contribution agreement”
means an agreement between a person and a limited liability company, under
which:

(1) the person agrees to make a contribution in the future; and

(2) the limited liability company agrees that, at the time specified for the
contribution in the future, the limited liability company will accept the contribu-
tion, and reflect the contribution in the required records.

Subd. 14. CONTRIBUTION ALLOWANCE AGREEMENT. “Contribu-
tion allowance agreement” means an agreement between a person and a limited
liability company, under which:
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(1) the person has the right, but not the obligation, to make a contribution
in the future; and

(2) the limited liability company agrees that, if the person makes the speci-

pany will accept the contribution, and reflect the contribution in the required
records.

Subd. 15. DISSOLUTION. “Dissolution” means that the limited liability
company has incurred an event under section 322B.80, subdivision 1, subject
only to sections 322B.823 and 322B.85, that obligates the limited liability com-
pany to wind up its affairs and to terminate its existence as a legal entity.

Subd. _16. DISSOLUTION AVOIDANCE CONSENT. “Dissolution avoid-
ance consent” means the consent of all remaining members:

(1) given, as provided in section 322B.80, subdivision 1, clause (5), after the
occurrence of any event that terminates the continued membership of a member
in the limited liability company; and

(2) that the limited liability company must be continued as a legal entity
without dissolution.

Subd. _17. DISTRIBUTION. “Distribution” means a direct or indirect
transfer of money or other property, other than its own membership interests,
with or without consideration, or an incurrence or issuance of indebtedness, by
a limited liability company to any of its members in respect of membership
interests. A distribution may be in the form of an interim distribution or a ter-

acquisition of its membership interests, or otherwise.

Subd. 18. FILED WITH THE SECRETARY OF STATE., “Filed with the
secretary of state” means that an original of a document meeting the applicable
requirements of this chapter, signed and accompanied by a filing fee of $35, has
been delivered to the secretary of state of this state. The secretary of state shall
endorse on the original the word “Filed” and the month, day, and year of filing,
record the document in the office of the secretary of state, and return the docu-
ment to the person who delivered it for filing.

Subd. 19. FINANCIAL RIGHTS. “Financial rights” means a member’s
rights:

(1) to share in profits and losses as provided in section 322B.326;

(2) to share in distributions as provided in section 322B.50;

(4) to receive termination distributions as provided in section 322B.873,
subdivision 1, clause (3).
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Subd. 20. FOREIGN LIMITED LIABILITY COMPANY. “Foreign lim-
ited liability company” means a limited liability company organized for profit
that is organized under laws other than the laws of this state for a purpose or

purposes for which a limited liability company may be organized under this
chapter.

Subd. 22. GOVERNANCE RIGHTS. “Governance rights” means ail a
member’s rights as a member in the limited liability company other than finan-
cial rights and the right to assign financial rights.

Subd. 23. GOVERNING BOARD. “Governing board” means the board of

the case of a corporation.

Subd. 24. GOVYERNOR. “Governor” means a natural person serving on the
board of governors.

Subd. 25. INTENTIONALLY. “Intentionally” means that the person
referred to either has a purpose to do or fail to do the act or cause the result

Subd. 26. KNOW AND KNOWLEDGE. A person “knows” or has
“knowledge” of a fact when the person has actual knowledge of it. A person does
not know or have knowledge of a fact merely because the person has reason to
know of the fact.

Subd. 27. LEGAL REPRESENTATIVE. “Legal representative” means a
person empowered to act for another person, including, but not limited to, an
agent, manager, partner, or associate, of an organization; a trustee of a trust; a
personal representative; an executor of a will; an administrator of an estate; a
trustee in bankruptcy; and a receiver, guardian, custodian, or conservator of the
person or estate of a person.

Subd. 28. LIMITED LIABILITY COMPANY. “Limited liability com-
pany” means a limited liability company, other than a foreign limited liability

company, organized under this chapter.

Subd. 29. MANAGER. “Manager” means a person elected, appointed, ot
otherwise designated as a manager by the board of governors, and any other per-
son considered elected as a manager pursuant to section 322B.68.

Subd. 30. MEMBER. “Member” means a person reflected in the required
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records of a limited liability company as the owner of some governance rights of
a membership interest of the limited liability company,

Subd. 31. MEMBERSHIP INTEREST. “Membership interest” means a

cial rights, a member’s right to assign financial rights as provided in section
322B.31, a member’s governance rights, and a member’s right to assign gover-
nance rights as provided in section 322B.313.

Subd, 32. NOTICE. “Notice” is given by a member of a limited liability
company to the limited Liability company or a manager of a limited liability
company when in writing and mailed or delivered to the limited liability com-
pany or the manager at the registered office or principal executive office of the
limited liability company. In all other cases, notice is given to a person when

other person in charge of the office, or if there is no one in charge, when left in
a conspicuous place in the office, or if the office is closed or the person to be
notified has no office, when left at the dwelling house or usual place of abode of
the person with some person of suitable age and discretion who is residing there.
Notice by mail is given when deposited in the United States mail with sufficient
postage affixed. Notice is considered received when it is given.

Subd. 33. OPERATING AGREEMENT. “Operating agreement” means
rules, resolutions, or other provisions that:

(1) relate to the management of the business or the regulation of the affairs
of the limited liability company; and

(2) have been made expressly part of the operating agreement by the action,
taken from time to time under section 322B.603, by the board of governors or

the members.

Subd. 34. ORGANIZATION. “Organization” means a domestic or foreign
limited liability company, corporation, partnership, limited partnership, joint
venture, association, business trust, estate, trust, enterprise, and any other legal
or commercial entity.

Subd, 36. OWNERSHIP INTERESTS. “Ownership interests” means
membership interests in the case of a limited liability company and shares in the

case of a corporation,

Subd. 37. PERSON. “Person” includes a natural person and an organiza-
tion.

Subd. 38. PERTAINS. A contribution pertains to a particular series when
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series is a part.

Subd. 39. PRINCIPAL EXECUTIVE OFFICE. “Principal executive
office” means an office where the elected or appointed chief manager of the lim-
ited liability company has an office. If the limited liability company has no
elected or appointed chief manager, principal executive office means the regis-
tered office of the limited liability company.

Subd. 40. REGISTERED OFFICE. “Registered office” means the place in
this state designated in the articles of organization as the registered office of the
limited liability company.

Subd. 41. RELATED LIMITED LIABILITY COMPANY. “Related lim-
ited liability company” of a specified limited liability company means a parent
or subsidiary of the specified limited liability company or another subsidiary of
a parent of the specified limited liability company.

Subd. 42. REQUIRED RECORDS. “Required records” are those records
required to be maintained under section 322B.373.

e T e e

Subd. 43. SECURITY. “Security” has the meaning given it in section
80A.14, subdivision 18.

Subd, 44. SERIES. “Series” means a category of membership interests,
within a class of membership interests, that have some of the same rights and
preferences as other membership interests within the same class, but that differ
in or one or more rights and preferences from another category of membership

interests within that class.

Subd. 45. SIGNED. (a) “Signed” means that the signature of a person has
been written on a document, as provided in section 645.44, subdivision 14, and,
with respect to a document required by this chapter to be filed with the secretary
of state, means that the document has been signed by a person authorized to do
so by this chapter, the articles of organization or operating agreement or a reso-
lution approved by the affirmative vote of the required proportion or number of
governors or the required proportion of the voting power of membership inter-
ests present and entitled to vote.

(b) A signature on a document not required by this chapter to be filed with
the secretary of state may be a facsimile affixed, engraved, printed, placed,
stamped with indelible ink, or in any other manner reproduced on the docu-
ment.

Subd. 46. SUCCESSOR ORGANIZATION. “Successor organization”
means an organization that, pursuant to a business continuation agreement or
an order of the court under section 322B.833, subdivision 6, continues the busi-
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Subd. 47. SURVIVING ORGANIZATION. “Surviving organization”
means the limited liability company or domestic or foreign corporation resulting
from a merger.

filed with the secretary of state under section 322B.73, subdivision 2, clause (3).

Subd. 49. VOTE. “Vote” includes authorization by wriiten action.

Subd. 50. WINDING UP. “Winding up” means the period triggered by dis-
solution during which the limited liability company ceases to carry on its busi-
ness, except to the extent necessary for concluding its affairs, and disposes of its
assets under section 322B.873,

Subd. 51. WRITTEN ACTION. “Written action” means a written docu-
ment signed by all of the persons required to take the action described. The term
also means the counterparts of a written document signed by any of the persons
taking the action described. Each counterpart constitutes the action of the per-
sons signing it, and all the counterparts, taken together, constitute one written
action by all of the persons signing them.

FORMATION AND ARTICLES OF ORGANIZATION

Sec. 4. [322B.10] PURPOSES.

A limited liability company may be organized under this chapter for any
business purpose or purposes, unless some other statute of this state requires
organization for any of those purposes under a different law. Unless otherwise
provided in its articles of organization, a limited liability company has general

business purposes.
Sec. 5. [322B.105] ORGANIZERS.

One or more natural persons of full age may act as organizers of a limited
liability company by filing with the secretary of state articles of organization for

the limited liability company.
Sec. 6. [322B.11] TWO MEMBER REQUIREMENT.

— —— e Y

former member.

Sec. 7. [322B.115] ARTICLES OF ORGANIZATION.,
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Subdivision 1. REQUIRED PROVISIONS. The articles of organization
must contain:

(1) the name of the limited liability company:;

(2) the address of the registered office of the limited liability company and
the name of its registered agent, if any, at that address;

(4) the limited period of existence for the limited liability company, which
must be a period of 30 years or less from the date the articles of organization are
filed with the secretary of state;

(5) a statement as to whether upon the occurrence of any event under sec-
tion 322B.80, subdivision 1, clause (5), that terminates the continued member-
ship of a member in the limited liability company, the remaining members will
have the power to avoid dissolution by giving dissolution avoidance consent;
and

(6) a statement as to whether the members have the power to enter into a
business continuation agreement.

~ Subd. 2. STATUTORY PROVISIONS THAT MAY BE MODIFIED
ONLY IN ARTICLES OF ORGANIZATION., The following provisions govern
a limited liability company unless modified in the articles of organization:

(1) a limited liability company has general business purposes (section

322B.10);

(2) a limited liability company has certain powers (section 322B.20);

(3) the power to adopt, amend, or repeal the operating agreement is vested
in the board of governors (section 322B.603);

(4) a limited liability company must allow cumulative voting for governors

(section 322B.63);

action of the board of governors (section 322B.653);

(6) a written action by the board of governors taken without a meeting must
be signed by all governors (section 322B.656);

(7) the board may accept contributions, make contribution agreements, and
make contribution allowance agreements (sections 322B.40, subdivision 1;
322B.42; and 322B.43);

(8) all membership interests are ordinary membership interests entitled fo
vote and are of one class with no series (section 322B.40, subdivision 3, clauses
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(9) all membership interests have equal rights and preferences in all matters
not otherwise provided for by the board of governors (section 322B.40, subdivi-

sion 5, clause (2));

(10) the restatement of value of previous contributions is to be determined
according to a specified process (section 322B.41, subdivisions 3 and 4);

(11) a member has certain preemptive rights, unless otherwise provided by
the board of governors (section 322B.33);

required for an action of the members, except where this chapter requires the
affirmative vote of a majority of the voting power of all membership interests
entitled to vote (section 322B.35, subdivision 1);

(13) the voting power of each membership interest is in proportion to the

(16) a written action by the members taken without a meeting must be
signed by all members (section 322B.35);

liability company has only limited rights to make distributions in kind (section
322B.52); and

(18) a member is not subject to expulsion (section 322B.306, subdivision 2).

Subd. 3. STATUTORY PROVISIONS THAT MAY BE MODIFIED
EITHER IN ARTICLES OF ORGANIZATION OR IN THE OPERATING
AGREEMENT. The following provisions govern a limited liability company
unless modified either in the articles of organization or in the operating agree-
ment:

meeting of members (section 322B.616);

(2) the compensation of governors is fixed by the board of governors (sec-

tion 329B.623);

(3) a certain method must be used for removal of governors (section
322B.636); .

(4) a certain method must be used for filling board of governor vacancies

(section 322B.64);
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(5) if the board of governors fails to select a place for a board meeting, it
must be held at the principal executive office (section 322B.643, subdivision 1);

(6) a governor may call a board of governors meeting, and the notice of the
meeting need not state the purpose of the meeting (section 322B.643, subdivi-

sion 3);
(7) a majority -of the board of governors is a quorum for a board meeting

(section 322B.65);

(8) a committee consists of one or more persons, who need not be gover-
nors, appointed by affirmative vote of a majority of the governors present (sec-
tion 322B.66, subdivision 2);

(9) the board may establish a special litigation committee (section 322B.66);

(10) the chief manager and treasurer have specified duties, until the board
of governors determines otherwise (section 322B.673);

(11) managers may delegate some or all of their duties and powers, if not
prohibited by the board of governors from doing so (section 322B.689);

member under certain conditions (section 322B.333);

(13) in all instances where a specific minimum notice period has not other-
wise been fixed by law, not less than ten days’ notice is required for a meeting of
members (section 322B.34, subdivision 2}

(14) for a quorum at a members’ meeting there is required a majority of the
voting power of the membership interests entitled to vote at the meeting (section

322B.353);

(15) the board of governors may fix a date up to 60 days before the date of
a members’ meeting as the date for the determination of the members entitled to

A o R A N e e e ——— —

(16) indemnification of certain persons is required (section 322B.699);

(17) the board of governors may authorize, and the limited liability com-
pany may make, distributions not prohibited, limited, or restricted by an agree-
ment (section 322B.54, subdivision 1); and

(18) members have no right to interim distributions except as provided
through the operating agreement or an act of the board of governors (section

322B.51). -

Subd. 4. OPTIONAL PROVISIONS AND SPECIFIC SUBJECTS. The
following provisions relating to the management of the business or the regula-
tion of the affairs of a limited liability company may be included either in the
articles of organization or, except for naming persons to serve as the first board
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of governors, fixing a greater than majority governor or member vote, establish-
ing the rights and priorities for distributions and the rights to share in profits
and losses, or giving or prescribing the manner of giving voting rights to persons
other than members otherwise than pursuant to the articles of organization, or
eliminating or limiting a governor’s personal liability, in the operating agree-
ment:

articles of organization (section 322B.606, subdivision 1);

(2) a manner for increasing or decreasing the number of governors may be
provided (section 322B.61);

(3) additional gualifications for governors may be imposed (section
322B.613);

(4) governors may be classified (section 322B.626);

(5) the day or date, time, and place of board of governors meetings may be
fixed (section 322B.643, subdivision 1);

(6) absent governors may be permitted to give written consent or opposition
to a proposal (section 322B.646);

(7) a larger than majority vote may be required for board of governor action
(section 322B.653);

(8) authority to sign and deliver certain documents may be delegated to a
manager or agent of the limited liability company other than the chief manager
(section 322B.673, subdivision 2);

(9) additional managers may be designated (section 322B.676);

(10) additional powers, rights, duties, and responsibilities may be given to
managers (section 322B.679);

(11) a method for filling vacant offices may be specified (section 322B.686,
subdivision 3);

(12) the day or date, time, and place of regular member meetings may be
fixed (section 322B.333, subdivision 3);

(13) certain persons may be authorized to call special meetings of members
{section 322B.336, subdivision 1);

(14) notices of member meetings may be required to contain certain infor-
mation (section 322B.34, subdivision 3);

(15) a larger than majority vote may be required for member action (section

322B.346);
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(16) voting rights may be granted in or pursuant to the articles of organiza-
tion to persons who are not members (section 322B.356, subdivision 3);

(17) limited liability company actions giving rise to dissenter rights may be
designated (section 322B.386, subdivision 1, paragraph (e)); and

(18) a governor’s personal liability to the limited liability company or its
members for monetary damages for breach of fiduciary duty as a governor may
be eliminated or limited in the articles (section 322B.663, subdivision 4).

Subd. 5. OPTIONAL PROVISIONS GENERALLY, The articles of organi-
zation may contain other provisions not inconsistent with law relating to the
management of the business or the regulation of the affairs of the limited liabil-

ity company.

Subd. 6. POWERS NEED NOT BE STATED. [t is not necessary to set
forth in the articles of organization any of the limited liability company powers

granted by this chapter.
Sec. 8. [322B.12] LIMITED LIABILITY COMPANY NAME.

Subdivision 1. REQUIREMENTS AND PROHIBITIONS. The limited lia-
bility company name must:

(1) be in the English language or in any other language expressed in English
letters or characters;

(2) contain the words “limited liability company,” or must contain the

tion 319A.03, must contain the words “professional limited liability company,”

or the abbreviation “PLC”;

(3) not contain the word corporation or incorporated and must not contain
the abbreviation of either or both of these words;

(4) not contain a word or phrase that indicates or implies that it is orga-
nized for a purpose other than a legal business purpose; and

(5) be distinguishable upon the records in the office of the secretary of state
from the name of a domestic limited liability company, corporation, or limited
partnership, whether profit or nonprofit, or a foreign limited liability company,
corporation, or limited partnership authorized or registered to do business in
this state, whether profit or nonprofit, or a name the right to which is, at the
time of organization, reserved or provided for in sections 302A.117, 317A.117,
322B.125, 322A.03, or 333.001 to 333.54, unless there is filed with the articles

of organization one of the following: h o
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nized, incorporated, or on file in this state for at least three years prior o the
affidavit, if it is a domestic limited liability company, corporation, or limited
partnership, or has been authorized or registered to de business in this state for

at least three years prior to the affidavit, if it is a foreign limited liability com-

registered with the secretary of state under sections 333.001 to 333.54 filed or
registered that name at least three years prior to the affidavit, and has not during
the three-year period filed any document with the secretary of state; that the
applicant has mailed written notice to the limited liability company, corpora-
tion, or limited partnership or the holder of a name filed or registered with the
secretary of state under sections 333.001 to 333.54 by certified mail, return
receipt requested, properly addressed to the registered office of the limited liabil-
ity company or corporation or in care of the agent of the limited partnership, or
the address of the holder of a name filed or registered with the secretary of state
under sections 333.001 to 333.54, shown in the records of the secretary of state,
that the applicant intends to use a name that is not distinguishable and the
notice has been returned to the applicant as undeliverable to the addressee lim-
ited liability company, corporation, or limited partnership or holder of a name
filed or registered with the secretary of state under sections 333.001 to 333.54;
that the applicant, after diligent inquiry, has been unable to find any telephone
listing for the limited liability company, corporation, or limited partnership with
the name that is not distinguishable in the county in which is located the regis-
tered office of the limited liability company or corporation shown in the records
of the secretary of state or has been unable to find any telephone listing for the

holder of a name filed or registered with the secretary of state under sections

333.00! to 333.54 in the county in which is located the address of the holder
shown in the records of the secretary of state; and that the applicant has no
knowledge that the limited liability company, corporation, or limited partner-
ship or holder of a name filed or registered with the secretary of state under sec-

tions 333.001 to 333.54 is currently engaged in business in this state.

Subd. 2. DETERMINATION. The secretary of state shall determine
whether a name is “distinguishable” from another name for purposes of this sec-
tion and section 322B.125,

Subd, 3. OTHER LAWS AFFECTING USE OF NAMES. This section
and section 322B.125 do not abrogate or limit the law of unfair competition or
unfair practices, or sections 333.001 to 333.54, or the laws of the United States

with respect to the right to acquire and protect copyrights, trade names, trade-
marks, service names, service marks, or any other rights to the exclusive use of
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Subd. 4. USE OF A NAME BY A SURVIVING ORGANIZATION. A lim-
ited liability company that is merged with another limited liability company or
domestic or foreign corporation, or that is organized by the reorganization of
one or more limited liability companies or domestic or foreign corporations, or
that acquires by sale, lease, or other disposition to or exchange with a limited
liability company all or substantially all of the assets of another limited liability
company or domestic or foreign corporation including its name, may have the
same name as that used in this state by any of the other limited liability compa-

nies or domestic or foreign corporations, if the other limited liability company
or domestic or foreign corporation was organized under the laws of, or is autho-

organization issued,

Subd. 6. CONTEST OF REGISTRATION OF NAME. A person doing
business in this state may contest the subsequent registration of a name with the
office of the secretary of state as provided in section 5.22.

Sec. 9. [322B.125] RESERVED NAME.

limited liability company name otherwise permitted by section 322B.12 may be
reserved by:

(1) a person doing business in this state under that name;

(2) a person intending to organize under this chapter;

(3) a domestic limited liability company intending to change its name;

(4) a foreign limited liability company intending to make application for a
certificate of authority to transact business in this state;

(5) a foreign limited liability company authorized to transact business in
this state and intending to change its name;

(6) a person intending to organize a foreign limited liability company and
intending to have the foreign limited liability company make application for a
certificate of authority to transact business in this state; or

(7) a foreign limited liability company doing business under that name or a
name deceptively similar to that name in one or more states other than this state

New language is indicated by underline, deletions by strikeeut.




1199 LAWS of MINNESOTA for 1992 Ch. 517, Art. 2

Subd. 2. METHOD OF RESERVATION. The reservation is made by fil-

may be renewed for successive 12-month periods.

Subd. 3. TRANSFER OF RESERVATION. The right to the exclusive use
of a limited liability company name reserved pursuant to this section may be

name was reserved by filing with the secretary of state a notice of the transfer
and specifying the name and address of the iransferee.

Sec. 10. [322B.13] REGISTERED OFFICE AND AGENT,
Subdivision 1. REGISTERED OFFICE. A limited liability company shall

bility company.

Subd. 2. REGISTERED AGENT. A limited liability company may desig-
nate in its articles of organization a registered agent. The registered agent may
be a natural person residing in this state, a domestic corporation or a domestic
limited liability company, or a foreign corporation or foreign limited liability
company authorized to transact business in this state. The registered agent must

Sec. 11. [322B.135] CHANGE OF REGISTERED OFFICE OR AGENT. |

Subdivision 1. STATEMENT. A limited liability company may change its
registered office, designate or change its registered agent, or state a change in the
name of its registered agent, by filing with the secretary of state a statement con-
taining:

(1) the name of the limited liability company;

|
its repistered office; !
(3) if its registered agent is to be designated or changed, the name of its new ‘

registered agent;

(4) if the name of its registered agent is to be changed, the name of its regis-
tered agent as changed;

business office of its registered agent, as changed, will be identical; and

(6) a statement that the change of registered office or registered agent was
authorized by resolution approved by the affirmative vote of a majority of the

gOvernors present.
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Subd. 2. RESIGNATION OF AGENT. A registered agent of a limited lia-
bility company may resign by filing with the secretary of state a signed written
notice of resignation, including a statement that a signed copy of the notice has
been given to the limited liability company at its principal executive office, or to
a legal representative of the limited liability company. The appointment of the

Subd. 3. CHANGE OF BUSINESS ADDRESS OR NAME OF AGENT.
If the business address or name of a registered agent changes, the agent shall
change the address of the registered office or the name of the registered agent, as
the case may be, of each limited liability company represented by that agent by
filing with the secretary of state a statement as required in subdivision 1, except
that it need be signed only by the registered agent, need not be responsive to

each of those limited liability companies or to the legal representative of each of
those limited liability companies.

Sec. 12. [322B.14] AMENDMENT OF ARTICLES OF ORGANIZA-
TION.

The articles of organization of a limited liability company may be amended
at any time to include or modify any provision that is required or permitted to
appear in the articles or to omit any provision not required to be included in the
articles, except that when articles are amended to restate them, the name and
address of each organizer may be omitted. Unless otherwise provided in this
chapter, the articles may be amended or modified only in accordance with sec-
tions 322B.14 to 322B.16. An amendment that merely restates the then existing
articles of organization, as amended, is not an amendment for the purposes of
section 322B.63, subdivision 2, or 322B.33, subdivision 9.

Sec. 13. [322B.145] PROCEDURE FOR AMENDMENT BEFORE CON-
TRIBUTION.

Before any contribution is reflected in the required records of a limited lia-
bility company, the articles of organization may be amended pursuant to section
322B.60 by the organizers or by the board of governors, The articles of organiza-
tion may be amended by the board of governors to change a statement pursuant
to section 322B.40, subdivision 6, establishing or fixing the rights and prefer-
ences of a class or series of membership interests before any contribution per-

taining to that class or series is reflected in the required records of the limited
liability company.

Sec. 14. [322B.15] PROCEDURE FOR AMENDMENT AFTER CON-
TRIBUTION.

Subdivision 1. MANNER OF AMENDMENT. After any contribution has
been reflected in the required records of a limited liability company, the articles
of organization may be amended in the manner set forth in this section.
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Subd. 2. SUBMISSION TO MEMBERS. A resolution approved by the
affirmative vote of a majority of the governors present, or proposed by a mem-
ber or members owning three percent or more of the voting power of the mem-
bers entitled to vote, that sets forth the proposed amendment must be submitted

has not yet been given but still can be timely given. Any number of amendments
may be submitted to the members and voted upon at one meeting, but the same
or substantially the same amendment proposed by a member or members need

during a 15-month period. The resolution may amend the articles of organiza-
tion in their entirety to restate and supersede the original articles of organization
and all amendments to them.

Subd. 3. NOTICE. Written notice of the members’ meeting setting forth

manner provided in section 322B.34 for the giving of notice of meetings of
members.

Subd. 4. APPROVAL BY MEMBERS. (a) The proposed amendment is

the voting power of the members present and entitled to vote, except as pro-
vided in paragraphs (b) and (c), and subdivision 5.

(b) For a closely held limited liability company, if the articles of organiza-

- tion provide for a specified proportion equal to or larger than the majority nec-

essary to transact a specified type of business at a meeting, or if it is proposed to

amend the articles to provide for a specified proportion equal to or larger than

the majority necessary to transaet a specified type of business at a meeting, the

affirmative vote necessary to add the provision to, or to amend an existing pro-
vision in, the articles of organization is the larger of

(1) the specified proportion or, in the absence of a specific provision, the

posed amendment at a meeting immediately before the effectiveness of the pro-
posed amendment; or

(2) the specified proportion that would, upon effectiveness of the proposed
amendment, be necessary to transact the specified type of business at a meeting.

(c) For limited liability companies other than closely held limited liability
companies, if the articles provide for a larger proportion to transact a specified
type of business at a meeting, the affirmative vote of that larger proportion is
necessary to amend the articles to decrease the proportion necessary to transact
the business.

Subd. 5. CERTAIN RESTATEMENTS. An amendment that merely
restates the existing articles, as amended, may be authorized by a resolution
approved by the board of governors and may, but need not, be submitted to and
approved by the members as provided in subdivisions 2, 3, and 4.
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Sec. 15. [322B.155] CLASS OR SERIES VOTING ON AMENDMENTS.

tion, if the amendment would:

(1) effect an exchange, reclassification, or cancellation of all or part of the
membership interests of the class or series;

(2) effect an exchange, or create a right of exchange, of all or any part of the
membership interests of another class or series for the membership interests of
the class or series;

(3) change the rights or preferences of the membership interests of the class
Or series;

preferences prior and superior to the membership interests of that class or series,
or increase the rights and preferences or the number of membership interests, of
a class or series having rights and preferences prior or superior to the member-

ences between the membership interests of each series or authorize the board of
governors to do so;

(7) limit or deny any existing preemptive rights of the membership interests
of the class or series; or

(8) cancel or otherwise affect distributions on the membership interests of
the class or series.

Sec. 16. [322B.16] ARTICLES OF AMENDMENT.

When an amendment has been adopted, articles of amendment must be pre-
pared that contain:

(1) the name of the limited liability company;

(2) the amendment adopted;

(3) with respect to an amendment restating the articles, a statement that the
amendment restating the articles of organization correctly sets forth without
change the corresponding provisions of the articles as previously amended if the
amendment was approved only by the board;
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(4) if the amendment provides for but does not establish the manner for
effecting an exchange, reclassification, division, combination, or cancellation of
membership interests, a statement of the manner in which it will be effected;
and

ter.
Sec. 17. [322B.165] EFFECT OF AMENDMENT.

Subdivision 1. EFFECT ON CAUSE OF ACTION. An amendment does
not affect an existing cause of action in favor of or against the limited liability
company, nor a pending suit to which the limited liability company is a party,
nor the existing rights of persons other than members,

Subd. 2. EFFECT OF CHANGE OF NAME, If the limited liability com-
pany name is changed by the amendment, a suit brought by or against the lim-
ited liability company under its former name does not abate for that reason.

Subd. 3. EFFECT OF AMENDMENTS RESTATING ARTICLES. When
effective under section 322B.175, an amendment restating the articles of organi-
zation in their entirety supersedes the original articles of organization and all
amendments to the original articles of organization.

Sec. 18. [322B.17] FILING OF ARTICLES OF ORGANIZATION.

Articles of organization and articles of amendment must be filed with the
secretary of state.

Sec. 19. [322B.175] EFFECTIVE DATE OF ARTICLES OF ORGANIZA-
TION.

Articles of organization are effective and limited liability company existence
begins when the articles of organization are filed with the secretary of state
accompanied by a payment of $135, which includes a $100 organization fee in
addition to the $335 filing fee required by section 322B.03, subdivision 18. Arti-
cles of amendment and articles of merger are effective when filed with the secre-
tary of state or at another time within 30 days after filing if the articles of
amendment so provide. Articles of merger must be accompanied by a fee of $60,
which includes a $25 merger fee in addition to the $35 filing fee required by sec-

tion 322B.03, subdivision 18.

Sec. 20. [322B.18] PRESUMPTION AND CERTIFICATE OF ORGANI-
ZATION. '

When the articles of organization have been filed with the secretary of state
and the required fee has been paid to the secretary of state, it is presumed that
all conditions precedent required to be performed by the organizers have been
complied with and that the limited liability company has been organized, and
the secretary of state shall jssue a certificate of organization to the limited liabil-

New language is indicated by underline, deletions by strikeout.




Ch. 517, Art. 2 LAWS of MINNESOTA for 1992 1204

ity company. This presumption does not apply against this state in a proceeding
to cancel or revoke the certificate of organization or to compel the involuntary
dissolution of the limited liability company.

POWERS

Sec. 21. [322B.20] POWERS.

Subdivision 1. GENERALLY AND LIMITATIONS. A limited liability
company has the powers set forth in this section, subject to any limitations pro-

Subd. 2. DURATION. A limited liability company has a limited duration
of 30 years from the date the articles of organization are filed with the secretary
of state, unless the articles of organization state a shorter duration.

Subd. 3. LEGAL CAPACITY. A limited liability company may sue and be
sued, and complain, defend, and participate as a party or otherwise in any legal,
administrative, or arbitration proceeding, in its limited liability company name.

Subd. 4. PROPERTY OWNERSHIP. A limited liability company may
purchase, lease, or otherwise acquire, own, hold, improve, use, and otherwise
deal in and with, real or personal preperty, or any interest in property, wherever
situated.

Subd. 5. PROPERTY DISPOSITION. A limited liability company may
sell, convey, mortgage, create a security interest in, lease, exchange, transfer, or
otherwise dispose of all or any part of its real or personal property, or any inter-
est in this property, wherever situated.

Subd. 6. TRADING IN SECURITIES AND OBLIGATIONS. A limited

liability company may purchase, subscribe for, or otherwise acquire, own, hold,
vote, use, employ, sell, exchange, mortgage, lend, create a security interest in, or

interests in, or obligations of, a person or direct or indirect obligations of any
domestic or foreign government or instrumentality of a government.

Subd. 7. CONTRACTS AND MORTGAGES. A limited liability company
may make contracts and incur liabilities, borrow money, and secure any of its
obligations by mortgage of or creation of a security interest in all or any of its
property, franchises, and income.

Subd. 8. INVESTMENT. A limited liability company may invest and rein-
vest its funds.

Subd. 9. HOLDING PROPERTY AS SECURITY. A limited liability com-

payment of money loaned, advanced, or invested.
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Subd. 10, LOCATION. A limited liability company may conduct its busi-
ness, carry on its operations, have offices, and exercise the powers granted by
this chapter anywhere in the universe.

Subd. 11, DONATIONS. A limited liability company may make donations,
irrespective of limited liability company benefit, for: (1) the public welfare; (2)
social, community, charitable, religious, educational, scientific, civic, literary,
and testing for public safety purposes; and for similar or related purposes; (3) for
the purpose of fostering national or international amateur sports competition;
and (4) the prevention of cruelty to children and animals.

Subd. 12. PENSIONS AND BENEFITS. A limited liability company may

pay pensions, retirement allowances, and compensation for past services to and
for the benefit of, and establish, maintain, continue, and carry out, whoily or
partially at the expense of the limited liability company, employee or incentive

its related limited liability companies’ managers, governors, employees, and
agents and the families, dependents, and beneficiaries of any of them. It may

of any of these employee benefit and incentive plans, trusts, and provisions.

Subd. _13. PARTICIPATING IN MANAGEMENT. A limited liability
company may participate in ahy capacity in the promotion, organization, owner-
ship, management, and operation of any organization or in any transaction,
undertaking, or arrangement that the participating limited liability company
would have power to conduct by iiself, whether or not the participation involves
sharing or delegation of contro} with or to others.

Subd. 14. INSURANCE, A limited liability company may provide for its
benefit life insurance and other insurance with respect to the services of any or
all of its managers, governors, employees, and agents, or on the life of a member

for the purpose of acquiring at the death of the member any or all membership
interests in the limited liability company owned by the member,

Subd. 15. LIMITED LIABILITY COMPANY SEAL. A limited liability
company may have, alter at its pleasure, and use a limited liability company seal
as provided in section 322B.21.

Subd. 16. OPERATING AGREEMENT. A limited liability company may
adopt, amend, and repeal an operating agreement relating to the management of

provided in section 322B.603.

Subd. 17. COMMITTEES. A limited liability company may establish com-
mittees of the board of governors, elect or appoint persons to the committees,
and define their duties as provided in section 322B.66 and fix their compensa-
tion,

Subd. 18. MANAGERS, EMPLOYEES, AND AGENTS. A limited liabil-
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ity company may elect or appoint managers, employees and agents of the lim-
ited liability company, and define their duties as provided in sections 322B.67 to
322B.69, and fix their compensation.

Subd. 19. CONTRIBUTIONS. A limited liability company may accept
contributions under section 322B.40 and may enter into contribution agree-
ments under section 322B.42 and contribution allowance agreements under sec-
tion 322B.43.

Subd. 20. LOANS, GUARANTIES, AND SURETIES. A limited liability
company may lend money to, guarantee an obligation of, become a surety for, or
otherwise financially assist persons as provided in section 322B.693.

Subd. 21. ADVANCES, A limited liability company may make advances to
its governors, managers, and employees and those of its subsidiaries as provided
in section 322B.696.

Subd. 22. INDEMNIFICATION. A limited liability company shall indem-
nify those persons identified in section 322B.699 against certain expenses and
liabilities only as provided in section 322B.699 and may indemnify other per-
sons.

Subd. 23. ASSUMED NAMES. A limited liability company may conduct

tions 333.001 to 333.06.

Subd. 24, OTHER POWERS. A limited liability company may have and

ness purposes for which the limited liability company is organized.

Sec. 22. [322B.21] LIMITED LIABILITY COMPANY SEAL.

Subdivision 1. SEAL NOT REQUIRED. A limited liability company may,

limited liability company seal does not affect the validity, recordability, or
enforceability of a document or act. If a limited liability company has a limited

liability company seal, the use of the seal by the limited liability company on a

document is not necessary.

Subd. 2. REQUIRED WORDS AND USE. If a limited liability company
has a limited liability company seal, the seal may consist of a mechanical

“Seal,” but it may also include a part or all of the name of the limited liability
company and a combination, derivation, or abbreviation of either or both of the
phrases “a Minnesota Limited Liability Company” and “Limited Liability Com-
pany Seal.” If a limited liability company seal is used, it or a facsimile of it may
be affixed, engraved, printed, placed, stamped with indelible ink, or in any other

manner reproduced on any document.
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Sec. 23, [322B.22] EFFECT OF LACK OF POWER AND ULTRA
VIRES.

The doing, continuing, or performing by a limited liability company of an
act, or an executed or wholly or partially executory contract, conveyance or
transfer to or by the limited liability company, if otherwise lawful, is not invalid
because the limited liability company was without the power to do, continue, or
perform the act, contract, conveyance, or transfer, unless the lack of power is
established in a court in this state:

(1) in a proceeding by a member against the limited liability company to
enjoin the doing, continuing, or performing of the act, contract, conveyance, or
transfer. If the unauthorized act, continuation, or performance sought to be
enjoined is being, or to be, performed or made pursuant to a contract to which

the limited liability company is a party, the court may, if just and reasonable in

so doing may allow to the limited liability company or to ti_emmer partiesEﬂZe_
contract compensation for the loss or damage sustained as a result of the action
of the court in setting aside and enjoining the performance of the contract;

whether acting directly or through a legal representative, or through members in
a representative or derivative suit, against the incumbent or former managers or
governors of the limited liability company for exceeding or otherwise violating
their authority, or against a person having actual knowledge of the lack of

power; or

(3) in a proceeding by the attorney general, as provided in section 322B.843,
to dissolve the limited liability company, or in a proceeding by the attorney gen-
eral to enjoin the limited liability company from the transaction of unauthorized
business.

Sec. 24. [322B.23] TRANSACTION OF BUSINESS OUTSIDE MINNE-
SOTA.

By enacting this chapter the Minnesota legislature recognizes the limited lia-
bility company as an important and constructive form of business organization.
The legislature understands that:

(1) businesses organized under this chapter will often transact business in
other states;

(2) for businesses organized under this chapter to function effectively and
for this chapter to be a useful enactment, this chapter must be accorded the
same comity and full faith and credit that states typically accord to each other’s

corporate laws; and

(3) specifically, it is essential that other states recognize both the legal exis-
tence of limited liability companies formed under this chapter and the legal sta-
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The legislature therefore specifically seeks that, subject to any reasonable
registration requirements, other states extend to this chapter the same full faith
and credit under section 1 of Article IV of the Constitution of the United States,

and the same comity, that Minnesota extends to statutes that other states enact
to provide for the establishment and operation of business organizations.

MEMBERS AND MEMBERSHIP INTERESTS

Sec. 25. [322B.30] NATURE OF A MEMBERSHIP INTEREST AND
STATEMENT OF INTEREST OWNED.

Subdivision 1. GENERALLY. A membership interest is personal property.
A member has no interest in specific limited liability company property. All
property of the limited liability company is property of the limited Liability com-

pany itself,

Subd. 2. STATEMENT OF MEMBERSHIP INTEREST. At the request
of any member, the limited liability company shall state in writing the particular
membership interest owned by that member as of the moment the limited liabil-
ity company makes the statement. The statement must describe the member’s
rights to vote, to share in profits and losses, and to share in distributions, as well
as any assignment of the member’s rights then in effect. The statement is not 2
certificated security as defined in section 336.8-102(1)(a), is not a negotiable
instrument, and may not serve as a vehicle by which a transfer of any member-

ship interest may be effected.

Subd, 3. GRANT OF A SECURITY INTEREST. For the purpose of any
law relating to security interests, a membership interest and financial rights are
each a general intangible, as defined in section 336.9-106, and not a certificated
security as defined in section 336.8-102(1)(a) and not an uncertificated security
as defined in section 336.8-102(1)(b).

Sec. 26. [322B.303] PERSONAL LIABILITY OF MEMBERS AS MEM-
BERS.

Subdivision . LIMITED LIABILITY RULE. Subject to subdivision 2, a
member, governor, manager, or other agent of a limited liability company is not,
merely on account of this status, personally liable for the acts, debts, liabilities,
or obligations of the limited liability company. ‘

Subd. 2. PIERCING THE VEIL. The case law that states the conditions
and circumstances under which the corporate veil of a corporation may be
pierced under Minnesota law also applies to limited liability companies.

Subd. 3. LIMITED LIABILITY AFTER DISSOLUTION. The limited lia-

dissolution, winding up, and termination of a limited liability company.

Sec. 27. [322B.306] TERMINATION OF A MEMBERSHIP INTEREST.
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Subdivision 1. MEMBER’S POWER TO TERMINATE MEMBERSHIP.
A member always has the power, though not necessarily the right, to terminate
its membership by resigning or retiring at any time. A member’s resignation or
retirement, whether rightful or wrongful, causes dissolution under section
322B.80, subdivision 1, clause (5), unless dissolution avoidance consent is
obtained from the remaining members. A member has no power to transfer all
or part of the member’s membership interest, except as provided in sections
322B.31 and 322B.313.

Subd. 2. WHEN EXPULSION PERMITTED. Unless otherwise provided
in the articles of organization, a member may not be expelled.

Subd. 3. EFFECT OF TERMINATION OF MEMBERSHIP ON THE
GOVERNANCE RIGHTS OF THE TERMINATED MEMBER. If for any rea-
son the continued membership of a member is terminated:

(1) if dissolution under section 322B.80, subdivision 1, clause (5), is
avoided through dissolution avoidance consent, then the member whose mem-
bership has terminated loses all governance rights and will be considered merely
an assignee of the financial rights owned before the termination of membership;
and

(2) if dissolution under section 322B.80, subdivision 1, clause (5), is not
avoided through dissolution avoidance consent, the member whose continued
membership has terminated retains all governance rights owned before the ter-
mination of the membership and may exercise those rights through the winding
up and termination of the limited liability company.

~ Subd. 4. ADDITIONAL EFFECTS IF TERMINATION OF MEMBER-
SHIP IS WRONGFUL. If a member resigns or retires in contravention of the
articles of organization or a member control agreement then:

(1) the member who has wrongfully resigned or retired is liable to all the
other members and to the limited liability company to the extent damaged lgz

the wrongful resignation or retirement; and

limlted liability company is continued under a a business continuation agreement,
then unless otherwise provided in the business continuation agreement:

(i) the member who has wrongfully resigned or retired has the right as
against the successor organization to have the value of the resigned or retired
membership interest determined and paid in cash but

(ii) in ascertaining the value of the resigned or retired membership interest,
the value of the goodwill of the business must not be considered.

Sec. 28. [322B.31] ASSIGNMENT OF FINANCIAL RIGHTS.
Subdivision 1. ASSIGNMENT OF FINANCIAL RIGHTS PERMITTED.
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Except as provided in subdivision 3, a member’s financial rights are transferable
in whole or in part.

Subd. 2. EFFECT OF ASSIGNMENT OF FINANCIAL RIGHTS. An
assignment of a member’s financial rights entitles the assignee to receive, to the
extent assigned, only the share of profits and losses and the distributions to
which the assignor would otherwise be entitled. An assignment of a member’s
financial rights does not dissolve the limited liability company and does not
entitle or empower the assignee to become a member, to exercise any gover-
nance rights, to receive any notices from the limited liability company, or to
cause dissolution. The assignment may not allow the assignee to control the
member’s exercise of governance rights.

Subd. 3. RESTRICTIONS OF ASSIGNMENT OF FINANCIAL
RIGHTS. (a) A restriction on the assignment of financial rights may be imposed
in the articles, in the operating agreement, by a resolution adopted by the mem-
bers, or by an agreement among or other written action by members or among
them and the limited liability company. A restriction is not binding with respect
to financial rights reflected in the required records before the adoption of the
restriction, unless the owners of those financial rights are parties to the agree-
ment or voted in favor of the restriction.

manifestly unreasonable under the circumstances and is noted conspicuously in
the required records may be enforced against the owner of the restricted finan-
cial rights or a successor or transferce of the owner, including a pledgee or a
legal representative. Unless noted conspicuously in the required records, a
restriction, even though permitted by this section, is ineffective against a person
without knowledge of the restriction. '

Sec. 29. [322B.313] ASSIGNMENT OF A COMPLETE MEMBERSHIP
INTEREST AND OF GOVERNANCE RIGHTS COUPLED WITH AN
ASSIGNMENT OF FINANCIAL RIGHTS.

Subdivision 1. TRANSFER OF MEMBERSHIP INTERESTS
RESTRICTED. A member may assign the member’s full membership interest
only by assigning all of the member’s governance rights coupled with a simulta-
neous assignment to the same assignee of all the member’s financial rights. A
member’s governance rights are assignable, in whole or in part, only as provided
in this section.

Subd. 2. WHEN UNANIMOUS CONSENT REQUIRED. Subject to sub-
division 6, a member may, without the consent of any other member, assign
governance rights, in whole or in part, to another person already a member at
the time of the assignment. Any other assignment of any governance rights is
effective only if all the members, other than the member seeking to make the
assignment, approve the assignment by unanimous written consent.

Subd. 3. EFFECT ON MEMBERSHIP. When an assignment of gover-
nance rights coupled with financial rights is effective under subdivision 2:
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(1) the assignee becomes a member, if not already a member; and

(2) if the assignor does not retain any governance rights, the assignor ceases
to be a member, and the unanimous written consent required under subdivision
2, clause (2), also constitutes the dissolution avoidance consent necessary to
avoid dissolution that would otherwise ensue under section 322B.80, subdivi-
sion 1, clause (5), on account of the assignor ceasing to be a member.

Subd. 4. EFFECT ON LIABILITY FOR CONTRIBUTIONS AND ILLE-
GAL DISTRIBUTIONS. When an assignment is effective under subdivision 2:

(1) the assignee is liable for any obligations of the assignor under sections
322B.40 (including liability for unperformed promises that have been reflected
as contributions in the required records) and 322B.55 existing at the time of
transfer, except to the extent that, at the time the assignee became a member,
the liability was unknown to the assignee, and could not be ascertained from the

required records; and

(2) the assignor is not released from liability to the limited liability company
for obligations of the assignor existing at the time of transfer under sections
322B.40 and 322B.55.

Subd. 5. CONSEQUENCES OF INEFFECTIVE ASSIGNMENT., If any
purported or attempted assignment of governance rights is ineffective for failure
to obtain the consent required in subdivision 2:

(1) the purported or attempted assignment is ineffective in its entirety; and

(2) any assignment of financial rights that accompanied the purported or
attempted assignment of governance rights is void.

Subd. 6. RESTRICTIONS ON ASSIGNMENT OF GOVERNANCE
RIGHTS. Restrictions on the transfer of governance rights may be imposed fol-
lowing the same procedures and under the same conditions as stated in section
322B.31, subdivision 3, for restricting the transfer of financial rights.

Sec. 30. [322B.316] EFFECTIVE DATE OF ASSIGNMENTS.

Any permissible assignment of financial rights under section 322B.31 and of
governance rights coupled with financial rights under section 322B.313 will be
effective as to and binding on the limited liability company only when the
assignee’s name, address, and the nature and extent of the assignment ‘are
reflected in the required records of the limited liability company.

Sec. 31. [322B.32] RIGHTS OF JUDGMENT CREDITOR.

On application to a court of competent jurisdiction by any judgment credi-
tor of a member, the court may charge a member’s or an assignee’s financial
rights with payment of the unsatisfied amount of the judgment with interest. To
the extent so charged, the judgment creditor has only the rights of an assignee of
a member’s financial rights under section 322B.31. This chapter does not

New language is indicated by underling, deletions by strikeeut,




Ch. 517, Art. 2 LAWS of MINNESOTA for 1992 1212

deprive any member or assignee of financial rights of the benefit of any exemp-
tion laws applicable to the membership interest. This section is the sole and
exclusive remedy of a judgment creditor with respect to the judgment debtor’s
membership interest.

Sec. 32. [322B.323] POWERS OF ESTATE OF A DECEASED OR
INCOMPETENT MEMBER.

a court of competent jurisdiction adjudges the member to be incompetent to
manage the member’s person or property, or an order for relief under the bank-
ruptcy code is entered with respect o the member, the member’s executor,
administrator, guardian, conservator, trustee, or other legal representative may
exercise all of the member’s rights for the purpose of settling the estate or

administering the member’s property. If a member is a corporation, trust, or
other entity and is dissolved, terminated, or placed by a court in receivership or
bankruptey, the powers of that member may be exercised by its legal representa-
tive Or Successor.

Subd. 2. WHEN MEMBERSHIP IS TERMINATED. If an event referred
to in subdivision ! causes the termination of a member’s membership interest
and the remaining members give dissolution avoidance consent, then:

(1) as provided in section 322B.306, subdivision 3, the terminated mem-
ber’s interest will be considered to be merely that of an assignee of the financial
rights owned before the termination of membership; and

(2) the rights to be exercised by the legal representative of the terminated
member will be limited accordingly.

Sec. 33. [322B.326] SHARING OF PROFITS AND LOSSES.

Unless otherwise provided in the articles of organization or by the board of
governors under section 322B.40, subdivisions 5 and 6, the profits and losses of
a limited liability company are to be allocated among the members, and among

the members reflected in the required records.

Sec. 34. [322B.33] PREEMPTIVE RIGHTS.

Subdivision 1. PRESUMPTION AND MODIFICATION. Unless denied
or limited in the articles of organization or by the board of governors pursuant
to section 322B.40, subdivision 5, clause (2), 2 member of a limited liability
company has the preemptive rights provided in this section.

Subd. 2. DEFINITION. A preemptive right is the right of a member to
make contributions of a certain amount or to make a contribution allowance
agreement specifying future contributions of a certain amount before the limited
liability company may accept new contributions from other persons or to make
contribution allowance agreements with other persons.
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Subd. 3. WHEN RIGHT ACCRUES. A member has a preemptive right
whenever the limited liability company proposes to accept contributions from
other persons, or 10 make contribution allowance agreements with other persons,
pertaining to membership interests of the same series or class as the series or
class owned by the member.,

Subd. 4. EXEMPTIONS. No preemptive rights arise as to contributions to
be accepted from others or as to contribution allowance agreements to be made
with others when the contribution is:

(1) to be made in a form other than money;

(3) to be made or reflected pursuant to an employee or incentive benefit
plan approved at a meeting by the affirmative vote of the owners of a majority
of the voting power of all membership interests entitled to vote;

(4) to be made pursuant to a previously made contribution allowance agree-
ment; or

(5) to be made or reflected pursuant to a plan of reorganization approved by

bution under a contribution allowance agreement, by exercise of a preemptive
right as to any class or series is the ratio that the value of that member’s contri-

reflected in the required records as pertaining to that class or series before the
new contribution.

Subd. 6. WAIVER. A member may waive a preemptive right in writing,
The waiver is binding upon the member whether or not consideration has been
given for the waiver. Unless otherwise provided in the waiver, a waiver of pre-
emptive rights is effective only for the proposed contribution or contribution
allowance agreement described in the waiver.

Subd. 7. NOTICE. When proposing to accept new contributions, or to
make contribution allowance agreements, with respect to which members have
preemptive rights under this section, the board of governors shall cause notice to
be given to each member entitled to preemptive rights. The notice must be given
at least ten days before the date by which the member must exercise a preemp-
tive right and must contain;

(1) the extent of the member’s preemptive right, being:

the contribution to be made, and
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agreement, the amount of the contribution to be aliowed under that contribution
allowance agreement;

(2) the method used to determine the extent of the member’s preemptive
right;

(3) the terms and conditions upon which the member may make a contribu-
tion or make a contribution allowance agreement; and

cise the right,

Subd. 8. CONTRIBUTION AND PARTICIPATION BY OTHERS. If a
member does not exercise preemptive rights to make a contribution or to make
a contribution allowance agreement, then for a period not exceeding one year
after the date fixed by the board of governors for the exercise of those preemp-
tive rights and to the extent of the preemptive rights not exercised, the board of
governors may accept contributions or make contribution allowance agreements

the member.

Subd. 9. MODIFICATION. No amendment to the articles of organization
that has the effect of denying, limiting, or modifying the preemptive rights pro-
vided in this section shall be adopted if the votes of a proportion of the voting
power sufficient to elect a governor at an election of the entire board of gover-
nors under cumulative voting are cast against the amendment.

Sec. 35. [322B.333] REGULAR MEETINGS OF MEMBERS.

Subdivision 1. FREQUENCY. Regular meetings of members may be held
on an annual or other less frequent periodic basis, but-need not be held unless
required by the articles of organization or operating agreement or by subdivision
2.

Subd. 2. DEMAND BY MEMBER. If a regular meeting of members has
not been'held during the immediately preceding 15 months, a member or mem-
bers owning three percent or more of the voting power of all members entitled
1o vote may demand a regular meeting of members by written notice of demand

Within 30 days after receipt of the demand by one of those managers, the board
of governors shall cause a regular meeting of members to be called and held on

bers making the demand may call the regular meeting by giving notice as
required by section 322B.34, all at the expense of the limited liability company.

Subd. 3. TIME AND PLACE. A regular meeting, if any, must be held on
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the articles or operating agreement, except that a meeting called by or at the
demand of a member pursuant to subdivision 2 must be held in the county
where the principal executive office of the limited liability company is located.

Subd. 4. ELECTIONS REQUIRED AND OTHER BUSINESS. At each
regular meeting of members there must be an election of qualified successors for
governors who serve for an indefinite term or whose terms have expired or are
due to expire within six months after the date of the meeting. No other particu-
lar business is required to be transacted at a regular mesting. Any business
appropriate for action by the members may be transacted at a regular meeting.

Sec. 36. [322B.336] SPECIAL MEETINGS OF MEMBERS.

Subdivision 1, WHO MAY CALL. Special meetings of the members may be
called for any purpose or purposes at any time, by:

(1) the chief manager;
(2) the treasurer;

(3) two or more governors;

(4) a person authorized in the articles or operating agreement to call special
meetings; or

(5) a member or members owning ten percent or more of the voting power
of all membership interests entitled to vote.

Subd. 2, DEMAND BY MEMBERS. A member or members owning the
voting power specified in subdivision 1, clause (5), may demand a special meet-
ing of members by written notice of demand given to the chief manager or trea-
surer of the limited liability company and containing the purposes of the

expense of the limited liability company. If the board of governors fails to cause
a special meeting to be called and held as required by this subdivision, the mem-
ber or members making the demand may call the meeting by giving notice as
required by section 322B.34, all at the expense of the limited liability company.

or members pursuant to subdivision 2 must be held in the county where the
principal executive office is located.

Subd. 4. BUSINESS LIMITED. The business transacted at a special meet-

transacted at a special meeting that is not included in those stated purposes is
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voidable by or on behalf of the limited liability company, unless all of the mem-

bers have waived notice of the meeting in accordance with section 322B.34, sub-
division 4.

See. 37. [322B.34] NOTICE.

Subdivision 1. TO WHOM GIVEN. Except as otherwise provided in this
chapter, notice of all meetings of members must be given to every owner of
membership interests entitled to vote, unless:

(1) the meeting is an adjourned meeting and the date, time, and place of the
meeting were announced at the time of adjournment; or

address in the limited liability company records and returned undeliverable:

(i) two consecutive annual meeting notices and notice of any special meet-
ings held during the period between the two annual meetings; and

has the same force and effect as if notice was given. If the member delivers a
written notice of the member’s current address to the limited liability company,
the notice requirement is reinstated.

Subd. 2. WHEN GIVEN. In all instances where a specific minimum potice
period has not otherwise been fixed by law, the notice must be given at least ten

organization or operating agreement, and not more than 60 days before the date
of the meeting. ’

Subd. 3. CONTENTS. The notice must contain the date, time, and place of
the meeting, and any other information required by this chapter. In the case of
a special meeting, the notice must contain a statement of the purposes of the
meeting. The notice may also contain any other information required by the
articles of organization or operating agreement or considered necessary or desir-
able by the board of governors or by any other person or persons calling the

meeting.

Subd. 4. WAIVER AND OBJECTIONS. A member may waive notice of a
meeting of members. A waiver of notice by a member entitled to notice is effec-
tive whether given before, at, or after the meeting, and whether given in writing
orally, or by attendance. Attendance by a member at a meeting is a waiver of
notice of that meeting, except where the member objects at the beginning of the
meeting to the transaction of business because the meeting is not lawfully cailed
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Sec. 38. [322B.343] ELECTRONIC COMMUNICATIONS.

authorized in the operating agreement or by the board of governors of a closely
held limited liability company, a conference among members by any means of |
communication through which the members may simultaneously hear each other

during the conference constitutes a regular or special meeting of members, if the
same notice is given of the conference to every owner of membership interests

membership interests held by the members participating in the conference
would be sufficient to constitute a quorum at a meeting. Participation in a con-
ference by that means constitutes presence at the meeting in person or by proxy
if all the other requirements of section 322B.363 are met.

Subd. 2. PARTICIPATION BY ELECTRONIC MEANS. If and to the
extent authorized in the operating agreement or by the board of governors of a
closely held limited liability company, a member may participate in a regular or
special meeting of members not described in subdivision 1 by any means of
communication through which the member, other members so participating, and
ail members physically present at the meeting may simultaneously hear each
other during the meeting. Participation in a meeting by that means constitutes
presence at the meeting in person or by proxy if all the other requirements of
section 322B.363 arc met.

tion described in subdivisions _l_a_d 2 may be given in the manner provided in
section 322B.34, subdivision 4. Participation in a meeting by means of commu-

except where the member objects at the beginning of the meeting to the transac-
tion of business because the meeting is not lawfully called or convened, or

be considered at the meeting and does not participate in the consideration of the
item at that meeting,

Sec. 39. [322B.346] ACT OF MEMBERS,
Subdivision 1. MAJORITY REQUIRED. The members shall take action by

articles of organization require a larger proportion. If the articles require a larger
proportion than js required by this chapter for a particular action, the articles
control.

Subd. 2. VOTING BY CLASS. In any case where a class or series of mem-
bership interests is entitled by this chapter, the articles of organization, the oper-

series, the matter being voted upon must also receive the affirmative vote of the
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owners of the same proportion of the membership interests present of that class
or series, or of the total outstanding membership interests of that class or series,
as the proportion required pursuant to subdivision 1, unless the articles require
a larger proportion. Unless otherwise stated in the articles or operating agree-

power of membership interests of the class or series that must be present is equal

to the minimum percentage of all membership interests entitled to vote required
to be present under section 322B.353.

Sec. 40. [322B.35] ACTION WITHOUT A MEETING.

Subdivision 1. METHOD. An action required or permitted to be taken at a
meeting of the members may be taken by written action signed by all of the
members. If the articles so provide, any action may be taken by written action
signed by the members who own voting power equal to the voting power that
would be required to take the same action at a meeting of the members at which
all members were present.

Subd. 2. EFFECTIVE TIME. The written action is effective when signed
by the required members, unless a different effective time is provided in the
written action. ’

Subd. 3. NOTICE AND LIABILITY. When written action is permitted to
be taken by less than all members, all members must be notified immediately of
its text and effective date. Failure to provide the notice does not invalidate the
written action. A member who does not sign or consent to the written action has
no liability for the action or actions taken by the written action.

Sec. 41. [322B.353] QUORUM.

The owners of a majority of the voting power of the membership interests

a larger or smaller proportion is provided in the articles or operating agreement.
If a quorum is present when a duly called or held meeting is convened, the
members present may continue to transact business until adjournment, even
though the withdrawal of members originally present leaves less than the propor-
tion otherwise required for a quorum.

Sec. 42. [322B.356] VOTING RIGHTS.

Subdivision 1. DETERMINATION. The board of governors may fix a date
not more than 60 days, or a shorter time period provided in the articles of orga-
nization or operating agreement, before the date of a meeting of members as the

of members.

Subd. 2. VOTING POWER. Unless otherwise provided in the articles or by
the board of governors under section 322B.40, subdivisions 5 and 6, members
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have voting power in proportion to the value of the contributions of the mem-
bers as reflected in the required records.

Subd. 3. NONMEMBERS. The articles of organization may give or pre-
scribe the manner of giving a creditor, security holder, or other person a right to
vote under this section, but no prescription under this subdivision may have the
effect of transferring from an assignor of financial rights to the assignee the
assignor’s voting rights.

Subd. 4. JOINTLY OWNED MEMBERSHIP INTERESTS. Membership
interests owned by two or more members may be voted by any one of them
unless the limited liability company receives written notice from any one of
them denying the authority of that person to vote those membership interests.

Subd. 5. MANNER OF VOTING AND PRESUMPTION. Except as pro-
vided in subdivision 4, an owner of a membership interest entitled to vote may
vote any portion of the membership interest in any way the member chooses. If
a member votes without designating the proportion voted in a particular way,
the member is considered to have voted all of the membership interest in that

way.

Sec. 43. [322B.36] VOTING BY ORGANIZATIONS AND LEGAL REP-
RESENTATIVES,

Subdivision 1. MEMBERSHIP INTERESTS HELD BY ANOTHER
ORGANIZATION. Membership interests of a limited liability company
reflected in the required records as being owned by another domestic or foreign
organization may be voted by the chief manager, chief executive officer, or
another legal representative of that organization.

Subd. 2. MEMBERSHIP INTERESTS HELD BY SUBSIDIARY. Except
as provided in subdivision 3, membership interests of a limited liability com-
pany reflected in the required records as being owned by a subsidiary are not
entitled to vote on any matter.

Subd. 3. MEMBERSHIP INTERESTS CONTROLLED IN A FIDU-
CIARY CAPACITY. Membership interests of a limited liability company in the
name of, or under the control of, the limited liability company or a subsidiary in

interests. ’

Subd. 4. VOTING BY CERTAIN REPRESENTATIVES. Subject to sec-
tion 322B.323, membership interests under the control of a person in a capacity
as a personal representative, an administrator, executor, guardian, conservator,
or the like may be voted by the person, either in person or by proxy, without
reflecting in the required records those membership interests in the name of the
person.
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Subd. 5. VOTING BY TRUSTEE IN BANKRUPTCY OR RECEIVER.
Membership interests reflected in the required records in the name of a trustee
in bankruptcy or a receiver may be voted by the trustee or receiver either in per-
son or by proxy. Membership interests under the control of a trustee in bank-
ruptcy or a receiver may be voted by the trustee or receiver without reflecting in
the required records the name of the trustee or receiver, if authority to do so is
contained in an appropriate order of the court by which the trustee or receiver
was appointed. The right to vote of trustees in bankruptcy and receivers is sub-
ject to section 322B.323.

Subd. 6. MEMBERSHIP INTERESTS HELD BY OTHER ORGANIZA-
TIONS. Membership interests reflected in the required records in the name of
an organization not described in subdivisions 1 to 5 may be voted either in per-
son or by proxy by the legal representative of that organization.

Subd. 7. GRANT OF SECURITY INTEREST. The grant of a security

interest to vote except as provided in section 322B.313.

Sec. 44. [322B.363] PROXIES.

Subdivision 1. AUTHORIZATION. A member may cast or authorize the
casting of a vote by filing a written appointment of a proxy with a manager of
the limited liability company at or before the meeting at which the appointment
is to be effective. A written appointment of a proxy may be signed by the mem-
ber or authorized by the member by transmission of a telegram, cablegram, or
other means of electronic transmission. The telegram, cablegram, or other means
of electronic transmission must set forth or be submitted with information from

mission for any purpose for which the original transmission could be used, if the
copy, facsimile telecommunication, or other reproduction is a complete and legi-
ble reproduction of the entire original writing or transmission. An appointment

valid if signed or otherwise authorized by any one of them, unless the limited

liability company receives from any one of those members written notice either

denying the authority of that person to appoint a proxy or appointing a different
roXYy.

Subd. 2. DURATION. The appointment of a proxy is valid for 11 months,
unless a longer period is expressly provided in the appointment. No appoint-
ment is irrevocable and any agreement purporting to grant an irrevocable proxy
is void. A member who revokes a proxy is not liable in any way for damages,
restitution, or other claim.

Subd. 3. TERMINATION. An appointment may be terminated at will.
Termination may be made by filing written notice of the termination of the

appointment with a manager of the limited liability company, or by filing a new
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written appointment of a proxy with a manager of the limited liability company.
Termination in either manner revokes all prior proxy appointments and is effec-

Subd, 4. REVOCATION BY DEATH OR INCAPACITY. The death or
incapacity of a person appointing a proxy does not revoke the authority of the
proxy, unless written notice of the death or incapacity is received by a manager
of the limited liability company before the proxy exercises the authority under

that appointment.

Subd. 5. MULTIPLE PROXIES. Unless the appointment specifically pro-
vides otherwise, if two or more persons are appointed as proxies for a member:

(1) any one of them may vote the membership interests on each item of
business in accordance with specific instructions contained in the appointment,
and

(2) if no specific instructions are contained in the appointment with respect
to voting the membership interests on a particular item of business, the mem-
bership interests must be voted as a majority of the proxies determine, If the
proxies are equally divided, the membership interests must not be voted.

Subd. 6. VOTE OF PROXY ACCEPTED AND LIABILITY. Unless the
appointment of a proxy contains a restriction, limitation, or specific reservation
of authority, the limited liability company may accept a vote or action taken by
a person named in the appointment. The vote of a proxy is final, binding, and
not subject to challenge, but the proxy is liable to the member for damages
resulting from a failure to exercise the proxy or from an exercise of the proxy in

violation of the authority granted in the appointment.

Subd. 7. LIMITED AUTHORITY. If a proxy is given authority by a mem-
Es_, the member is considered to be present and entitled to vote by the proxy
for purposes of section 322B.346, subdivision 1, only with respect to those items
of business for which the proxy has authority to vote. A proxy who is given
authority by a member who abstains with respect to an jtem of business is con-

subdivision.

Subd. 8. LIMITATIONS ON PROXIES. A member may not grant any
proxy to any person who is an assignee of any member’s financial rights and who
is not also a member.

Sec. 45. [322B.366] MEMBER VOTING AGREEMENTS.

Subdivision 1, GENERAL RULE. Except as provided in subdivision 2, a

contribution agreements, relating to the voting of their membership interests, is
valid and specifically enforceable by and against the parties to the agreement.
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The agreement may override the provisions of section 322B.363, subdivisions 1
to 7, regarding proxies.

Subd. 2. LIMITATION ON VOTING AGREEMENTS. Any assignee of
any member’s financial rights may not be a party to an agreement under subdivi-
sion 1, unless that assignee is also a member. A voting agreement may not relate

322B.313, subdivision 2; 322B.42, subdivision 3; or 322B.43, subdivision 3.

Sec. 46. [322B.37] MEMBER CONTROL AGREEMENTS.

Subdivision 1. AUTHORIZATION AND SCOPE. A written agreement

ments, relating to the control of any phase of the business and affairs of the lim-
ited liability company, its liquidation, dissolution and termination, or the
relations among members or persons who have signed contribution agreements
is valid as provided in subdivision 2. Wherever this chapter provides that a par-
ticular result may or must be obtained through a provision in the articles of
organization (other than a provision required by section 322B.115, subdivision
1, 1o be contained in the articles) or in the operating agreement, the same result
can be accomplished through a member control agreement valid under this sec-
tion or through a procedure established by a member control agreement valid
under this section. A member control agreement may waive, in whole or in part,
a member’s dissenting rights under sections 322B.383 and 322B.386, but may
not waive dissenters’ rights under section 322B.873, subdivision 2, clause (1). A
member control agreement may not include an agreement to give transfer con-
sent. A member control agreement may include a business continuation agree-
ment only if the articles of organization grant the members the power to enter
into business continuation agreements.

Subd. 2. METHOD OF APPROVAL. A written agreement among persons
described in subdivision 1 that relates to the control of or the liquidation, disso-
lution and termination of the limited liability company, the relations among
them, or any phase of the business and affairs of the limited liability company,
including, without limitation, the management of its business, the declaration
and payment of distributions, the sharing of profits and losses, the election of
governors or managers, the employment of members by the limited liability
company, or the arbitration of disputes, is valid, if the agreement is signed by all

not the members all have voting power, and all those who have signed contribu-
tion agreements, regardless of whether those signatories will, when members,
have voting power. An agreement authorized under this section may allocate to
the members authority ordinarily exercised by the board of governors, allocate
to the board of governors authority ordinarily exercised by the members, or
structure the governance of the limited liability company in any agreed fashion.

Subd. 3. ENFORCEABILITY AND COPIES. (a) An agreement valid
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binding upon and enforceable against only those persons and other persons hav-
ing knowledge of the existence of the agreement. A copy of the agreement must
be filed with the limited liability company. The limited liability company shall
note in its required records that the members’ interests are governed by a mem-

ber control agreement entered into under this section.

(b) A member control agreement valid under subdivisions 1 and 2 is specifi-
cally enforceable, except that an agreement to give dissolution avoidance con-
sent is not specifically enforceable,

(c) A member control agreement may waive dissenters’ rights, subject to sec-
tion 322B.873, subdivision 3.

(d) A member or any assipnee of financial rights has the right upon written
demand to obtain a copy of any member control agreement from the limited lia-
bility company at the company’s expense.

Subd. 4. LIABILITY. If an agreement authorized under this section takes
away from any person any of the authority and responsibility which that person
would otherwise possess under this chapter, the effect of the agreement is also to
relieve that person of liability imposed by law for acts and omissions in the pos-

session or exercise of that authority and responsibility and to impose that liabil-

ity on the person or persons possessing the authority and responsibility under
the agreement.

Subd. 5. OTHER AGREEMENTS. This section does not apply to, limit, or
restrict agreements otherwise valid, nor is the procedure set forth in this section
the exclusive method of agreement among members or between the members
and the limited liability company with respect to any of the matters described.

Sec. 47. [322B.373] REQUIRED RECORDS AND INFORMATION.

Subdivision 1. REQUIRED RECORDS. A limited liability company shall
keep at its principal executive office, or at another place or places within the
United States determined by the board of governors:

(1) a current list of the full name and last-known business, residence, or

(2) a current list of the full pame and last-known business, residence, or

mailing address of each assignee of financial rights and a description of the
rights assigned;

(3) a copy of the articles of organization and all amendments to the articles;

(4) copies of any currently effective written operating agreement;

(5) copies of the limited liability company’s federal, state, and local income
tax returns and reports, if any, for the three most recent years;
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(6) financial statements required by section 322B.376;

(7) records of all proceedings of members for the last three years;

(8) records of all proceedings of the board of governors for the last three
years;

(9) reports made to members generally within the last three years;

(10) member control agreements described in section 322B.37;

(11) a statement of all contributions accepted under section 322B.40, subdi-
vision 3, including for each contribution:

(i) the identity of the member to whom the contribution relates;

(ii) the class or series to which the contribution pertains;

(iii) the amount of cash accepted by the limited liability company or prom-
ised to be paid to the limited liability company;

(iv) a description of any services rendered to or for the benefit of the limited
liability company or promised to be rendered to or for the benefit of the limited

liability company; and

(v) the value accorded under section 322B.40, subdivision 4 to:

company;

(12) a statement of all contribution agreements made under section
322B.42, including for each contribution agreement:

(i) the identity of the would-be contributor;

(ii) the class or series to which the future contribution pertains; and

(iii) as to each future contribution to be made, the same information as sub-
division 1, clause (11) requires for contributions already accepted;

(13) a statement of all contribution allowance agreements made under sec-
tion 322B.43, including for each contribution allowance agreement:

(i) the identity of the would-be contributor;

(ii) the class or series to which the future contribution would pertain; and

(iii) as to each future contribution allowed to be made, the same informa-
tion as subdivision 1, clause (11) requires for contributions already accepted;
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(14) an explanation of any restatement of value made under section
322B.41;

(15) any written consents obtained from members under this chapter;

(16) a copy of agreements, contracts, or other arrangements or portions of
them incorporated by reference under section 322B.40, subdivision 6.

Subd. 2. RIGHT TO INSPECT. (a) A member of a limited liability com-
pany has an absolute right, upon written demand, to examine and copy, in per-
son or by a legal representative, at any reasonable time all documents referred to
in subdivision 1.

(b) A member of a limited liability company has a right, upon written
demand, to examine and copy, in person or by a legal representative, other lim-
ited liability company records at any reasonable time only if the member dem-
onstrates a proper purpose for the examination.

(c) For purposes of this section, a “proper purpose” is one reasonably
related to the person’s interest as a member of the limited liability company.

Subd. 3. PROTECTIVE ORDERS. On application of the limited liability

ited liability company to withhold portions of the records of proceedings of the
board of governors for a reasonable period of time, not to exceed 12 months, in
order to prevent premature disclosure of confidential information that would be
likely to cause competitive injury to the limited liability company. A protective
order may be renewed for successive reasonable periods of time, each not to
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In the event a protective order is issued, the statute of limitations for any action
that the member might bring as a result of information withheld automatically
extends for the period of delay. If the court does not issue a protective order
with respect to any portion of the records of proceedings as requested by the
limited liability company, it shall award reasonable expenses, including attor-
ney’s fees and disbursernents, to the member. This subdivision does not limit
the right of a court to grant other protective orders or impose other reasonable

by the demanding member.

Subd. 4. OTHER USE PROHIBITED. A member who has gained access
under this section to any limited liability company record may not use or fur-

contents for any purpose other than a proper purpose. Upon application of the
limited liability company, a court may issue a protective order or order other
relief as may be necessary to enforce the provisions of this subdivision.

Subd. 5. COST OF COPIES. Copies of the information referred to in sub-
division 1 must be furnished at the expense of the limited liability company. In

New language is indicated by underline, deletions by strilcesut.




Ch. 517, Art. 2 LAWS. of MINNESOTA for 1992 1226

all other cases, the limited liability company may charge the requesting party a
reasonable fee to cover the expenses of providing the copy.

Subd. 6. COMPUTERIZED RECORDS. The records maintained by a lim-
ited liability company may utilize any information storage technique, including,
for example, punched holes, printed or magnetized spots, or micro-images, even
though that makes them illegible visually, if the records can be converted accu-

whose contents are assembled by related subject matter to permit convenient use
by people in the normal course of business. A limited liability company shall
convert any of the records referred to in subdivision 2 upon the request of a per-

the person who bears the expense of copying pursuant to subdivision 5. A copy
of the conversion is admissible in evidence, and is acceptable for all other pur-
poses, to the same extent as the existing or original records would be if they were

legible visually.
Sec. 48. [322B.376] FINANCIAL STATEMENTS.

A limited liability company shall, upon written request by a member, fur-

of each fiscal year and a statement of income for the fiscal year, prepared on the
basis of accounting methods reasonable in the circumstances. The financial
statements may be consolidated statements of the limited liability company and
one or more of its subsidiaries. In the case of statements audited by a public
accountant, each copy must be accompanied by a report setting forth the opin-
ion of the accountant on the statements; in other cases, each copy must be
accompanied by a statement of the treasurer or other person in charge of the
limited liability company’s financial records stating the reasonable belief of the
person that the financial statements were prepared in accordance with account-
ing methods reasonable in the circumstances, describing the basis of presenta-
tion, and describing any respects in which the financial statements were not

prepared on a basis consistent with those prepared for the previous year.

Sec. 49. [322B.38] EQUITABLE REMEDIES.

If a limited liability company or a manager or governor of the limited liabil-
ity company violates a provision of this chapter, a court in this state may, in an
action brought by a member of the limited liability company, grant any equita-
ble relief it considers just and reasonable in the circumstances and award
expenses, including attorneys’ fees and disbursements, to the member.

Sec. 50. [322B.383] RIGHTS OF DISSENTING MEMBERS.

Subdivision 1. ACTIONS CREATING DISSENTERS’ RIGHTS. Subject
to a member control agreement under section 322B.37, a member of a limited

member’s membership interests in the event of, any of the following limited lia-
bility company actions:
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(1) an amendment of the articles of organization that materially and
adversely affects the rights or preferences of the membership interests of the dis-
senting member in that it:

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

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

(iii) alters or abolishes a preemptive right of the owner of the membership
interests to make a contribution;

(iv) excludes or limits the right of a member to vote on a matter, or to
cumulate votes, except as the right may be excluded or limited through the
acceptance of contributions or the making of contribution agreements pertaining
to membership interests with similar or different voting rights;

(v) changes a member’s right to resign or retire;

(vi) establishes or changes the conditions for or consequences of expulsion;

(vii) changes the statement required under section 322B.115, subdivision 1,
clause (5);

(viii) changes the statement required under section 322B.115, subdivision 1,
clause (6); or

(2) a sale, lease, transfer, or other disposition of all or substantially all of the
property and assets of the limited liability company not made in the usual or
regular course of its business, but not including a disposition in dissolution
described in section 322B.813, subdivision 4. or a disposition pursuant to an
order of a court, or a disposition for cash on terms requiring that all or substan-
tially all of the net proceeds of disposition be distributed to the members in
accordance with their respective membership interests within one year after the

date of disposition;

(3) a plan of merger to which the limited liability company is a party, except
as provided in section 322B.873, subdivision 2, clause (1)(i) and subject to sec-
tion 322B.873, subdivision 3;

(4) a plan of exchange to which the limited liability company is a party as
the organization whose ownership interests will be acquired by the acquiring
organization, if the membership interests being acquired are entitled to be voted
on the plan;

(5) any other limited liability company action taken pursuant to a member
vote with respect to which the articles of organization, the operating agreement,
or a resolution approved by the board of governors directs that dissenting mem-
bers may obtain payment for their membership interests; or
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(6) a resolution of the board of governors under section 322B.873, subdivi-
sion 2, to implement a business continuation agreement.

Subd. 2. OTHER RIGHTS. The members of a limited liability company
who have a right under this section to gbtain payment for their membership

pany action described in subdivision 1 set aside or rescinded, except when the
limited liability company action is fraudulent with regard to the complaining
member or the limited liability company.

Sec. 51. [322B.386] PROCEDURES FOR ASSERTING DISSENTERS’
RIGHTS.

Subdivision 1. DEFINITIONS. (a) For purposes of this section, the terms
defined in this subdivision have the meanings given them.,

(b) “Limited liability company” means a limited liability company whose
members have obtained rights to dissent under section 322B,383, subdivision 1,
and includes any successor by merger.

(c) “Fair value of the membership interests” means the value of the mem-
bership interests of a limited liability company immediately before the effective
date of the limited liability company action referred to in section 322B.383, sub-
division 1.

the limited liability company action referred to in section 322B.383, subdivision
1, up to and including the date of payment, calculated at the rate provided in
section 549.09 for interest on verdicts and judgments.

(e) “Member” includes a former member when dissenters’ rights exist
because:

(1) the membership of that former member has términated causing dissolu-
tion; and

winding up merger under section 322B.81, subdivision 3, or has disposed of its
assets pursuant to a business continuation agreement under section 322B.873,

subdivision 2.

Subd. 2. NOTICE OF ACTION. If a limited liability company calls a
member meeting at which any action described in section 322B.383, subdivision
1, is to be voted upon, the notice of the meeting must inform each member of
the right to dissent and must include a copy of section 322B.383 and this sec-
tion, and if applicable, sections 322B.873, subdivisions 2 and 3, and a brief
description of the procedure to be followed under these sections. For members
who have assigned some or all of their financial rights, the description must also
include the procedures under subdivision 9.
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Subd, 3. NOTICE OF DISSENT. If the proposed action must be approved
by the members, a member who wishes to exercise dissenters’ rights must file
with the limited liability company before the vote on the proposed action a writ-
ten notice of intent to demand the fair value of the membership interests owned

by the member and must not vote the membership interests in favor of the pro-
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posed action,

Subd. 4. NOTICE OF PROCEDURE. (a) After the proposed action has
been approved by the board of governors and, if necessary, the members, the
limited liability company shall send to all members who have complied with

membership interests and to demand payment; and

(3) a copy of section 322B.383, this section and, if applicable, section
322B.873, subdivisions 2 and 3, and a brief description of the procedures to be
followed under these sections.

ing member must demand payment within 30 days after the notice was given,
but the dissenter retains all other rights of a member until the proposed action
takes effect.

Subd. 5. PAYMENT, (a) After the limited liability company action takes
effect, or after the limited liability company receives a valid demand for pay-
ment, whichever is later, the limited liability company shall remit to each dis-

limited liability company estimates to be the fair value of the membership inter-
ests, plus interest, accompanied by:

(1) the limited liability company’s closing balance sheet and statement of
income for a fiscal year ending not more than 16 months before the effective
date of the limited liability company action, together with the latest available
interim financial statements;

membership interests and a brief description of the method used to reach the
estimate; and

(3) a copy of section 322B.383, this section, and, if applicable, section
322B.873, subdivisions 2 and 3, and a brief description of the procedure to be
followed in demanding supplemental payment.

(b) The limited liability company may withhold the remittance described in
paragraph (a) from a person who was not a member on the date the action dis-
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subdivisions 3 and 4, the limited liability company shall forward to the dissenter
the materials described in paragraph (a), a statement of the reason for withhold-
ing the remittance, and an offer to pay to the dissenter the amount listed in the
materials if the dissenter agrees to accept that amount in full satisfaction. The
dissenter may decline the offer and demand payment under subdivision 6. Fail-

bership interests, plus interest, within 30 days after the limited liability company
mails the remittance under subdivision 5, and demand payment of the differ-

ited liability company.

Subd. 7. PETITION AND DETERMINATION. If the limited liability
company receives a demand under subdivision 6, it shall, within 60 days after
receiving the demand, either pay to the dissenter the amount demanded or
agreed to by the dissenter after discussion with the limited liability company or

membership interests, plus interest. The petition must be filed in the county in
which the registered office of the limited liability company is located, except that
a surviving foreign corporation that receives a demand relating to the member-

reached agreement with the limited liability company. The jurisdiction of the
court is plenary and exclusive. The court may appoint appraisers, with powers

evant, computed by any method or combination of methods that the court, in its
discretion, sees fit to use, whether or not used by the limited liability company

amount, if any, by which the amount, if any, remitted to the dissenter under
subdivision 5 exceeds the fair value of the membership interests as determined
by the court, plus interest.
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Subd. 8. COSTS, FEES AND EXPENSES. (a) The court shall determine
the costs and expenses of a proceeding under subdivision 7, including the rea-
sonable expenses and compensation of any appraisers appointed by the court,

except that the court may assess part or all of those costs and expenses against a
dissenter whose action in demanding payment under subdivision 6 is found to
be arbitrary, vexatious, or not in good faith.

substantially with this section, the court may assess all fees and expenses of any
experts or attorneys as the court considers equitable. These fees and expenses
may also be assessed against a person who has acted arbitrarily, vexatiously, or
not in good faith in bringing the proceeding, and may be awarded to a party
injured by those actions.

(c) The court may award, in its discretion, fees and expenses to an attorney
for the dissenters out of the amount awarded to the dissenters, if any.

Subd. 9. PROCEDURES AS TO ASSICNEES OF FINANCIAL RIGHTS.

est is in effect, then as to that membership interest the provisions of subdivi-
sions 1 to 8 must be followed subject to the following revisions.

(a) All rights to be exercised and actions to be taken by a member under

member’s financial rights. As between the limited liability company and the
assignees, the actions taken or omitted by the member bind the assignees.

(b) Instead of remitting a payment under subdivision 3, paragraph (a), the
limited liability company shall forward to the dissenter member:

(i) the materials described in subdivision 5, paragraph (a);

(ii) an offer to pay the amount listed in the materials, with that amount to

paragraph (b) but disputes the allocation, the dissenter shall promptly so notify
the limited liability company and promptly after the notification bring an action

a surviving foreign corporation that is complying with this section following a
merger or an exchange with a constituent limited liability company the suit must
be filed in the county in this state in which the last registered office of the con-
stituent limited liability company was located. The suit must name as parties the
member, the limited liability company and all assignees of the member’s finan-
cial rights. Upon being served with the action, the limited liability company

shall then be dismissed from the action.
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(d) If the dissenter considers the amount offered under paragraph (b) inade-
quate, the dissenter may decline the offer and demand payment under subdivi-

(i) as to the limited liability company, both the member and the assignees of
the member’s financial rights are limited to the amount and allocation offered
under paragraph (b); and

(ii) the limited liability company discharges its obligation of payment by
making payment according to the amount and allocation offered under para-
graph (b).

CONTRIBUTIONS

Sec. 52. [322B.40] AUTHORIZATION, FORM AND ACCEPTANCE OF
CONTRIBUTIONS.

Subdivision 1. BOARD OF GOVERNORS MAY AUTHORIZE. Subject 1o
any restrictions in the articles of organization and only when authorized by the
board of governors, a limited liability company may accept contributions under
subdivisions 2 and 3, make contribution. agreements under section 322B.42, and
make contribution allowance agreements under section 322B.43.

Subd. 2. PERMISSIBLE FORMS. A person may make a contribution 10 a
limited liability company:

(1) by paying money or transferring the ownership of an interest in property
to the limited liability company, or rendering services to or for the benefit of the

limited liability company; or

(2) through a written obligation signed by the person to pay money or trans-
fer ownership of an interest in property to the limited liability company or to
perform services to or for the benefit of the limited liability company.

Subd. 3. ACCEPTANCE OF CONTRIBUTIONS. No purported contribu-

tion is to be treated or considered as a contribution, unless:

(1) the board of governors accepts the contribution on behalf of the limited
liability company and in that acceptance describes the contribution, including
terms of future performance, if any, and states the value being accorded to the
- contribution; and '

reflected in the required records of the limited liability company.

_ Subd. 4. VALUATION. The determinations of the board of governors as to
" the amount or fair value or the fairness to the limited liability company of the
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contribution accepted or to be accepted by the limited liability company or the
terms of payment or performance, including under a contribution agreement in

section 322B.42, and a contribution allowance agreement in section 322B.43,

accounting methods, or a fair valuation or other method, reasonable in the cir-
cumstances. Governors who are present and entitled to vote, and who, inten-
tionally or without reasonable investigation, fail to vote against approving a
consideration that is unfair to the limited liability company, or overvalue prop-
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action, to the extent of the damages of those members. A governor against
whom a claim is asserted pursuant to this subdivision, except in case of knowing

participation in a deliberate fraud, is entitled to contribution on an equitable
basis from other governors who are liable under this subdivision.

Subd. 5. TERMS OF MEMBERSHIP INTERESTS. All the membership
interests of a limited lability company must:

(1) be of one class, without series, unless the articles of organization estab-
lish, or authorize the board of governors to establish, more than one class or
series within classes;

(2) be ordinary membership interests entitled to vote as provided in section
322B.356, and have equal rights and preferences in all matters not otherwise

of organization have fixed the relative rights and preferences of different classes
and series; and

(3) share profits and losses as provided in section 322B.323, and be entitled
to distributions as provided in sections 322B.50, 322B.51, and 322B.873, subdi-
vision 1, clause (3).

Subd. 6. PROCEDURE FOR FIXING TERMS. (a) Subject to any restric-
tions in the articles of organization, the power granted in subdivision 5 may be
exercised by a resolution or resolutions establishing a class or series, setting forth
the designation of the class or series, and fixing the relative rights and prefer-

(1) may be made dependent upon facts ascertainable outside the articles of
organization, or outside the resolution or resolutions establishing the class or

of the class or series is clearly and expressly set forth in the articles of organiza-
tion or in the resolution or resolutions establishing the class or series; and

company retains at its principal executive office a copy of the agreements, con- ,
tracts, or other arrangements or the portions incorporated by reference.

New language is indicated by underline, deletions by strilceout,



Ch. 517, Art. 2 LAWS of MINNESOTA for 1992 1234

(b) A statement setting forth the name of the limited liability company and
the text of the resolution and certifying the adoption of the resolution and the

of any contributions for which the resolution creates rights or preferences not set
forth in the articles of organization. However, where the members have received
notice of the creation of membership interests with rights or preferences not set
forth in the articles of organization before the acceptance of the contributions
with respect to the membership interests, the statement may be-filed any time
within one year after the acceptance of contributions. The resolution is effective
when the statement has been filed with the secretary of state; or, if it is not

graph (b) is not considered an amendment of the articles of organization for pur-
poses of sections 322B.155 and 322B.383.

Subd. 7. SPECIFIC TERMS. Without limiting the authority granted in this
section, a limited liability company may have membership interests of a class or
series:

(1) subject to the right of the limited liability company to redeem any of
those membership interests at the price fixed for their redemption by the articles
of organization or by the board of governors;

(2) entitling the members to cumulative, partially cumulative, or noncu-
mulative distributions;

(3) having preference over any class or series of membership interests for
the payment of distributions of any or all kinds;

(4) convertible into membership interests of any other class or any series of
the same or another class; or

(5) having full, partial, or no voting rights, except as provided in section
322B.155.

Sec. 53. [322B.41] RESTATEMENT OF VALUE OF PREVIOUS CON-
TRIBUTIONS.

Subdivision 1. DEFINITION. As used in this section, an “old” contribution

before the time the limited liability company accepts a new contribution.

Subd. 2. RESTATEMENT REQUIRED. Whenever a limited liability com-
pany accepts a new contribution, the board shall restate, as required by this sec-

Subd. 3. RESTATEMENT AS TO THE PARTICULAR SERIES OR
CLASS TO WHICH THE NEW CONTRIBUTION PERTAINS. Unless other-
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wise provided in the articles of organization, this subdivision states the method
of restating the value of old contributions that pertain to the same series or class
to which the new contribution pertains:

(1) state the value the limited liability company has accorded to the new
contribution under section 322B.40, subdivision 3, clause (1);

(2) determine what percentage the value stated under clause (1) will consti-
tute, after the restatement required by this subdivision, of the total value of all

contributions that pertain to the particular series or class to which the new con-
tribution pertains;

(3) divide the value stated under clause (1) by the percentage determined
under clause (2), vielding the total value, after the restatement required by this
subdivision, of all contributions pertaining to the particular series or class;

(4) subtract the value stated under clause (1) from the value determined
under clause (3), yielding the total value, after the restatement required by this
subdivision, of all the old contributions pertaining to the particular series or
class;

(5) subtract the value, as reflected in the required records before the restate-
ment required by this subdivision, of the old contributions from the value deter-
mined under clause (4), yielding the value to be allocated among and added to
the old contributions pertaining to the particular series or class; and

(6) allocate the value determined under clause (5) proportionally among the
old contributions pertaining to the particular series or class, add the allocated
values to those old contributions, and change the required records accordingly,

The values determined under clause (5) and allocated and added under
clause (6) may be positive, negative, or zero.

Subd. 4. RESTATEMENT METHOD FOR OTHER SERIES OR
CLASSES. Unless otherwise provided in the articles of organization, this subdi-
vision states the method of restating the value of old contributions that do not
pertain to the same series or class to which the new contribution pertains;

(1) determine the percentage by which the restatement under subdivision 3
has changed the total contribution value reflected in the required records for the
series or class to which the new contribution pertains; and

required records by the percentage determined under clause (1). The percentage
determined under clause (1) may be positive, negative, or zero.

Subd. 5. NEW CONTRIBUTIONS MAY BE AGGREGATED. If a limited
liability company accepts more than one contribution pertaining to the same
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by this section the limited liability company may consider all those new contri-
butions as if they were a single contribution.

Sec. 54. [322B.42] CONTRIBUTION AGREEMENTS.
Subdivision 1. SIGNED WRITING. A contribution agreement, whether

enforceable against the would-be contributor unless it is in writing and signed by
the would-be contributor.

Subd. 2. IRREVOCABLE PERIOD. A contribution agreement is irrgvoca-
ble for a period of six months, unless the contribution agreement provides for,
or unless all other would-be contributors who are a party to a contribution con-
sent to, an earlier revocation.

Subd. 3. CURRENT AND DEFERRED PAYMENT. A contribution agree-
ment, whether made before or after the formation of a limited Hability com-

interests of the same series.

Subd. 4. FAILURE TO PAY REMEDIES. (a) Unless otherwise provided
in the contribution agreement, in the event of default in the payment or perfor-

would-be contributor does not make a required contribution of property or ser-
vices, the limited liability company shall require the would-be contributor to
contribute cash equal to that portion of the value, as stated in the limited liabil-
ity company required records, of the contribution that has not been made.

(b) Upon forfeiture of a contribution agreement, the membership interests
that were subject to the contribution agreement may be offered for sale by the
limited liability company for a price in money equaling or exceeding the sum of
the full balance owed by the delinquent would-be contributor plus the expenses
incidental to the sale. Any excess of net proceeds realized by the limited ligbility
company over the sum of the amount owed by the delinguent would-be contrib-

utor plus the expenses incidental to the sale must be paid to the delinquent
would-be contributor or to a legal representative. The payment must not exceed
the amount of contribution actually made by the delinquent would-be contribu-

tor.
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(c) If, within 20 days after the limited liability company offers to sell the
memibership interests that were subject to the defaulted contribution agreement,
no prospective purchaser offers to purchase the membership interests for a

e e e Y e

would-be contributor plus the expenses incidental to the sale, or if the limited
liability company has refunded to the would-be contributor or a legal representa-
tive a portion of the contribution agreement price actually paid, the contribution
agreement may be canceled and the limited liability company may retain the
portion of the contribution agreement price actually paid that does not exceed
ten percent of the contribution agreement price.

Subd, 5. RESTRICTIONS ON ASSIGNMENT. A would-be contributor’s
rights under a contribution agreement may not be assigned, in whole or in part,

members approve the assignment by unanimous written consent.

Sec. 55. [322B.43] CONTRIBUTION ALLOWANCE AGREEMENTS.

Subdivision 1, AGREEMENTS PERMITTED. Subject to any restrictions
in the articles of organization, a limited liability company may enter into contri-
bution allowance agreements under the terms, provisions, and conditions fixed
by the board of governors.

Subd. 2. WRITING REQUIRED AND TERMS TO BE STATED. Any
contribution allowance agreement must be in writing, and the writing must state
in full, summarize, or incorporate by reference all the agreement’s terms, provi-
sions, and conditions.

Subd. 3. RESTRICTIONS ON ASSIGNMENT. A would-be contributor’s
rights under a contribution allowance agreement may not be assigned in whole

unless all the members approve the assignment by unanimous written consent.

DISTRIBUTIONS

Sec. 56. [322B.50] SHARING OF DISTRIBUTIONS.

Unless otherwise provided in the articles of orpanization or by the board of
governors under section 322B.40, subdivisions 5 and 6, distributions of cash or
other assets of a limited liability company, including distributions on termina-
tion of the limited liability company, must be allocated in proportion to the

Sec. 57. [322];'51] INTERIM DISTRIBUTIONS.

Except as provided in the articles of organization, a member is entitled to
receive distributions before the limited liability company’s termination only as
specified in the operating agreement or by the act of the board of governors.

Sec. 58. [322B.52] DISTRIBUTION IN KIND.
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Except as provided in the articles of organization, a member, regardless of
the nature of the member’s contribution, has no right to demand and receive
any distribution from a limited liability company in any form other than cash,
Except as provided in the articles of organization, a member may not be com-
pelled to accept a distribution of any asset in kind from a limited liability com-

member shares in distributions from the limited liability company.

Sec. 59. [322B.53] STATUS AS A CREDITOR.

At the time a member becomes entitled to receive a distribution, the mem-
ber has the status of, and is entitled to all remedies available 1o, a creditor of the
limited liability company with respect to the distribution.

Sec. 60. [322B.54] LIMITATIONS ON DISTRIBUTION.

Subdivision 1. WHEN DISTRIBUTIONS ARE PERMITTED. The board
of governors may authorize and cause the limited liability company to make a
distribution only if the board of governors determines, in accordance with sub-
division 2, that the limited liability company will be able to pay its debts in the
ordinary course of business after making the distribution and the board of gov-

making the distribution. The effect of a distribution on the ability of the limited
liability company to pay its debts in the ordinary course of business after mak-

right of the board of governors to authorize, and the limited liability company to
make, distributions may be prohibited, limited, or restricted by the articles of
organization or operating agreement or an agreement.

Subd. 2. DETERMINATION PRESUMED PROPER. A determination
that the limited liability company will be able to pay its debts in the ordinary

accounting methods, or a fair valuation or other method, reasonable in the cir-

cumstances. No liability under section 322B.663 or 322B.56 will accrue if the
requirements of this subdivision have been met.

Subd. 3. EFFECT MEASURED. (a) In the case of a distribution made by

a limited liability company in connection with a redemption of its membership

whichever is the earliest.
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liability company to its general unsecured creditors, except to the extent subor-
dinated, agreed to, or secured by a pledge of any assets of the limited liability
company or a related limited liability company, or subject to any other agree-
ment between the limited liability company and the member.,

with respect to distributions, and the provisions of sections 513.41 to 513.51 do
not apply to distributions made by a limited liability company governed by this
chapter.

Subd. 4. RESTRICTIONS. (a) A distribution may be made to the owners
of a class or series of membership interests only if:

(1) all amounts payable to the owners of membership interests having a
preference for the payment of that kind of distribution, gther than those owners
who give notice to the limited liability company of their agreement to waive
their rights to that payment, are paid; and

(2) the payment of the distribution does not reduce the remaining net assets
of the limited liability company below the aggregate preferential amount payable
in the event of liquidation to the owners of membership interests having prefer-
ential rights, unless the distribution is made to those members in the order and
to the extent of their respective priorities or the owners of membership interests
who do not receive distributions in that order give notice to the limited liability
company of their agreement to waive their rights to that distribution.

A determination that the payment of the distribution does not reduce the
remaining net assets of the limited liability company below the aggregate prefer-
ential amount payable in the event of termination to the owners of membership
interests having preferential rights is presumed to be proper if the determination
is made in compliance with the standard of conduct provided in section
322B.663 on the basis of financial information prepared in accordance with

requirements of this paragraph are met.

(b) If the money or property available for distribution is insufficient to sat-

order of priority of preferences by classes and by series within those classes
unless those owners who do not receive distributions in that order give notice to

the limited liability company of their agreement to waive their rights to that dis-
tribution.
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Sec. 61. [322B.55] LIABILITY OF MEMBERS FOR ILLEGAL DISTRI-
BUTIONS.

Subdivision 1. LIABILITY. A member who receives a distribution made in
violation of section 322B.54 is liable to the limited liability company, its
receiver or other person winding up its affairs, or a governor under section
322B.56, subdivision 2, but only to the extent that the distribution received by

the member exceeded the amount that properly could have been paid under sec-
tion 322B.54.

menced under this section more than two years from the date of the distribu-
tion.

Sec. 62. [322B.56] LIABILITY OF GOVERNORS FOR ILLEGAL DIS-
TRIBUTIONS. .

Subd. 2. STATUTE OF LIMITATIONS. An action must not be com-

Subdivision 1. LIABILITY. In addition to any other liabilities, a governor
who js present at a meeting and fails to vote against, or who consents in writing
to, a distribution made in violation of section 322B.54 or a restriction contained
in the articles of organization or operating agreement or an agreement, and who
fails to comply with the standard of conduct provided in section 322B.663, is

liable to the limited liability company jointly and severally with all other gover-

that the distribution exceeded the amount that properly could have been paid
under section 322B.54.

Subd, 2. CONTRIBUTION FROM MEMBERS. A governor against whom
an action is brought under this section with respect to a distribution may
implead in that action all members who received the distribution and may com-
pel pro rata contribution from them in that action to the extent provided in sec-
tion 322B.55, subdivision 1.

Subd. 3. IMPLEADER AND CONTRIBUTION FROM GOVERNORS. A
governor against whom an action js brought under this section with respect to a
distribution may implead in that action all other governors who voted for or
consented in writing to the distribution and may compel pro rata contribution
from them in that action.

menced under this section more than two years from the date of the distribu-
tion.

Subd. 4. STATUTE OF LIMITATIONS. An action must not be com-

ORGANIZATION AND GOVERNANCE

Sec. 63. [322B.60] ORGANIZATION.

Subdivision 1. ROLE OF ORGANIZERS. If the first board of governors is
not named in the articles of organization, the organizers may elect the first board
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of governors or may act as governors with all of the powers, rights, duties, and
liabilities of governors, until governors are elected or until a contribution is
accepted, whichever occurs first.

Subd. 2. MEETING. After the issuance of the certificate of organization,
the organizers or the governors named in the articles of organization shall either

the governors named in the articles, or take written action, for the purposes of
transacting business and taking actions necessary or appropriate to complete the
organization of the limited liability company, including, without limitation,
amending the articles, electing governors, adopting an operating agreement,
electing managers, adopting banking resolutions, authorizing or ratifying the
purchase, lease, or other acquisition of suitable space, furniture, furnishings,
supplies, and materials, approving a limited liability company seal, adopting a
fiscal year for the limited liability company, contracting to receive and accept
contributions, and making any appropriate tax elections. If a meeting is held,
the person or persons calling the meeting shall give at least three days notice of
the meeting to each organizer or governor named, stating the date, time, and
place of the meeting.

Sec. 64. [322B.603] OPERATING AGREEMENT.

Subdivision 1. GENERALLY, A limited liability company may, but need
not, have an operating agreement. The operating agreement may contain any
provision relating to the management of the business or the regulation of the

the act expressly states that it js intended to constitute or revise the operating
agreement.

Subd, 2. POWER OF BOARD OF GOVERNORS. An initial operating
agreement may be adopted pursuant to section 322B.60 by the organizers or by
the first board of governors. Unless reserved by the articles of organization to
the members, the power to adopt, amend, or repeal the operating agreement is
vested in the board of governors. The power of the board of governors is subject
to the power of the members, exercisable in the manner provided in subdivision
3, to adopt, amend, or repeal the operating agreement adopted, amended, or
repealed by the board of governors, After the adoption of the initial operating
agreement, the board of governors shall not adopt, amend, or repeal an operat-
ing agreement provision fixing a quorum for meetings of members, prescribing
procedures for removing governors or filling vacancies in the board of governors,
or fixing the number of governors or their classifications, qualifications, or terms
of office, but may adopt or amend an operating agreement provision to increase
the number of governors.

Subd. 3. POWER OF MEMBERS AND PROCEDURE. If a member or
members owning three percent or more of the voting power of the members
entitled to vote propose a resolution for action by the members to adopt,
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amend, or repeal operating agreement provisions adopted, amended, or repealed
by the board of governors and the resolution sets forth the provision or provi-
sions proposed for adoption, amendment, or repeal, the limitations and proce-
dures for submitting, considering, and adopting the resolution are the same as
provided in section 322B.15, subdivisions 2 to 4, for amendment of the articles

of organization.

BOARD OF GOVERNORS

Sec. 65. [322B.606] BOARD OF GOVERNORS.

Subdivision 1. BOARD OF GOVERNORS TO MANAGE. The business
and affairs of a limited liability company is to be managed by or under the direc-
tion of a board of governors, subject to the provisions of subdivision 2 and sec-
tion 322B.37. The first board of governors may be named in the articles of
organization or elected by the organizers pursuant to section 322B.60 or by the
members.

Subd. 2. MEMBER MANAGEMENT. The owners of the membership
interests entitled to vote for governors of the limited liability company may, by
unanimous affirmative vote, take any action that this chapter requires or permits
the board of governors to take. As to an action taken by the members in that

manner.

(1) the governors have no duties, liabilities, or responsibilities as governors
under this chapter with respect to or arising from the action;

(2) the members collectively and individually have all of the duties, liabili-
ties, and responsibilities of governors under this chapter with respect to and aris-
ing from the action;

(3) if the action relates to a matter required or permitted by this chapter or
by any other law to be approved or adopted by the board of governors, either
with or without approval or adoption by the members, the action is considered
to have been approved or adopted by the board of governors; and

governors is satisfied by a statement that the members have taken the action
under this subdivision.

Sec. 66. [322B.61] NUMBER.

The board of governors consists of one or more governors. The number of
governors must be fixed by or in the manner provided in the articles of organiza-
tion or the operating agreement. The number of governors may be increased or,
subject to section 322B.636, decreased at any time by amendment to or in the
manner provided in the articles or operating agreement.

Sec. 67. [322B.613] QUALIFICATIONS AND ELECTION.
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Governors must be natural persons. The method of election and any addi-
tional qualifications for governors may be imposed by or in the manner pro-
vided in the articles or operating agreement.

Sec. 68. [322B.616] TERMS.

Unless fixed terms are provided for in the articles or operating agreement, a
governor serves for an indefinite term that expires at the next regular meeting of
the members. A fixed term of a governor must not exceed five years. A governor
holds office for the term for which the governor was elected and until a successor
is elected and has qualified, or until the earlier death, resignation, removal, or
disqualification of the governor.

Sec. 69. [322B.62] ACTS NOT VOID OR VOIDABLE.
The expiration of a governor’s term with or without the election of a quali-

fied successor does not make prior or subsequent acts of the governors or the
board of governors void or voidable.

Sec. 70. [322B.623] COMPENSATION,

Subject to any limitations in the articles or operating agreement, the board
of governors may fix the compensation of governors.

Sec. 71. [322B.626] CLASSIFICATION OF GOVERNORS.

Governors may be divided into classes as provided in the articles or operat-
ing agreement.

Sec. 72. [322B.63] CUMULATIVE VOTING FOR GOVERNORS.

Subdivision {. VOTING RIGHTS. Unless the articles of organization pro-
vide that there is no cumulative voting, and except as provided in section

right to cumulate voting power in the election of governors by giving written
notice of intent to cumulate voting power to any manager of the limited liability
company before the meeting, or fo the presiding manager at the meeting at
which the election is to occur at anytime before the election of governors at the
meeting, in which case:

(1) the presiding manager at the meeting shall announce, before the election
of governors, that members shall cumulate their voting power; and

(2) each member shall cumulate that voting power either by casting for one
candidate the amount of voting power equal to the number of governors to be
elected multiplied by the voting power represented by the membership interests
owned by that member, or by distributing all of that voting power on the same
principle among any number of candidates.

Subd, 2. MODIFICATIONS. No amendment to the articles or operating
agreement that has the effect of denying, limiting, or modifying the right to
cumulative voting for members provided in this section may be adopted if the
votes of a proportion of the voting power sufficient to elect a governor at an
election of the entire board of governors under cumulative voting are cast
against the amendment.
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Sec. 73. [322B.633] RESIGNATION.

A governor may resign at any time by giving written notice to the limited
liability company. The resignation is effective without acceptance when the

specified in the notice.

Sec. 74. [322B.636] REMOVAL OF GOVERNORS.

Subdivision 1. MODIFICATION. The provisions of this section apply
unless modified by the articles of organization or the operating agreement.

Subd. 2. REMOVAL OF GOVERNORS. A governor may be removed at
any time, with or without cause, if:

(1) the governor was named by the board of governors to fill a vacancy;

(2) the members have not elected governors in the interval between the time
of the appointment to fill a vacancy and the time of the removal; and

(3) a majority of the remaining governors present affirmatively vote to
remove the governor.

Subd. 3. REMOVAL BY MEMBERS. Any one or all of the governors may
be removed at any time, with or without cause, by the affirmative vote of the
owners of the proportion of the voting power of the membership interests of the
classes or series the governor represents sufficient to elect them, except as pro-

vided in subdivision 4.

Subd. 4. EXCEPTION FOR LIMITED LIABILITY COMPANIES WITH
CUMULATIVE VOTING. In a limited liability company having cumulative
voting, unless the entire board of governors is removed simultaneously, a gover-
nor is not removed from the board of governors if there are cast against removal

of the governor the votes of a proportion of the voting power sufficient to elect
the governor at an election of the entire board of governors under cumulative

voting,

Subd. 5. ELECTION OF REPLACEMENTS. New governors may be
elected at a meeting at which governors are removed. If the limited liability
company allows cumulative voting and a member notifies the presiding manager
at any time before the election of new governors of intent to cumulate the votes
of the member, the presiding manager shall announce before the election that
cumulative voting is in effect, and members shall cumulate their votes as pro-

vided in section 322B.63, subdivision 1, clause (2).

Sec. 75. [322B.64] VACANCIES.

operating agreement;
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(1)(i) vacancies on the board of governors resulting from the death, resigna-
tion, removal, or disqualification of a governor may be filled by the affirmative
vote of a majority of the remaining governors, even though less than a quorum;
and

(ii) vacancies on the board of governors resulting from newly created gover-
norships may be filled by the affirmative vote of a majority of the governors

_—— e . ——

cial meeting of the members.
Sec. 76. [322B.643] BOARD OF GOVERNORS MEETINGS.
Subdivision |. TIME AND PLACE. Meetings of the board of governors

operating agreement at any place within or without the state that the board of
governors may select or by any means described in subdivision 2. If the board
of governors fails to select a place for a meeting, the meeting must be held at the
principal executive office, unless the articles or operating agreement provide oth-
erwise.

Subd. 2. ELECTRONIC COMMUNICATIONS. (a) A conference among
governors by any means of communication through which the governors may
simultaneously hear each other during the conference constitutes a board of gov-
ernors meeting, if the same notice is given of the conference as would be
required by subdivision 3 for a meeting, and if the number of governors partici-
pating in the conference would be sufficient to constitute a quorum at a meeting,
Participation in a meeting by that means constitutes presence in person at the
meeting.

(b) A governor may participate in a board of governors meeting not
described in paragraph (a) by any means of communication through which the
governor, other governors so participating, and all governors physically present
at the meeting may simultaneously hear each other during the meeting, Partici-
pation in a meeting by that means constitutes presence in person at the meeting,

Subd. 3. CALLING MEETINGS AND NOTICE. Unless the articles of
organization or operating agreement provide for a different time period, a gover-
nor may call a board meeting by giving ten days notice to all governors of the
date, time, and place of the meeting. The notice need not state the purpose of
the meeting unless the articles or operating agreement require it.

Subd. 4. PREVIOUSLY SCHEDULED MEETINGS. If the day or date,
time, and place of a board of governors meeting have been provided in the arti-
cles or operating agreement, or announced at a previous meeting of the board of
governors, no notice is required. Notice of an adjourned meeting need not be

given other than by announcement at the meeting at which adjournment is
taken.
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Subd. 5. WAIVER OF NOTICE. A governor may waive notice of a meet-
ing of the board of governors. A waiver of notice by a governor entitled to notice
is effective whether given before, at, or after the meeting, and whether given in
writing, orally, or by attendance. Attendance by a governor at a meeting is a
waiver of notice of that meeting, except where the governor objects at the begin-
ning of the meeting to the transaction of business because the meeting is not

objection.
Sec. 77. [322B.646] ABSENT GOVERNORS,

If the articles of organization or operating agreement so provide, a governor
may give advance written consent or opposition to a proposal to be acted on at
a board of governors meeting. If the governor is not present at the meeting, con-
sent or opposition 1o a proposal does not constitute presence for purposes of
determining the existence of a guorum, but consent or opposition must be
counted as a vote in favor of or against the proposal and must be entered in the

posal to which the governor has consented or objected.

Sec. 78. [322B.65] QUORUM.

A majority, or a larger or smaller proportion or number provided in the
articles of organization or operating agreement, of the governors currently hoid-
ing office is a quorum for the transaction of business. In the absence of a quo-
rum, a majority of the governors present may adjourn a meeting from time to
time until a quorum is present. If a quorum is present when a duly called or held
meeting is convened, the governors present may continue to transact business
until adjournment, even though the withdrawal of a number of governors origi-
nally present leaves less than the proportion or number otherwise required for a

quorum.
Sec. 79. [322B.653] ACT OF THE BOARD OF GOVERNORS.

The board of governors shall take action by the affirmative vote of a major-
ity of governors present at a duly held meeting, except where this chapter or the
articles require the affirmative vote of a larger proportion or number. If the arti-
cles require a larger proportion or number than is required by this chapter for a

particular action, the articles control.,

Sec. 80. [322B.656] ACTION WITHOUT A MEETING.

Subdivision 1. METHOD. An action required or permitted to be taken at a
board of governors meeting may be taken by written action signed by all of the
governors. If the articles so provide, any action, other than an action requiring
member approval, may be taken by written action signed by the pumber of gov-
ernors that would be required to take the same action at a meeting of the board
of governors at which all governors were present.
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Subd. 2. EFFECTIVE TIME. The written action is effective when signed
by the required number of governors, unless a different effective time is pro-
vided in the written action,

Subd. 3. NOTICE AND LIABILITY. When written action is permitted to
be taken by less than all governors, all governors must be notified immediately
of its text and effective date. Failure to provide the notice does not invalidate
the written action. A governor who does not sign or consent to the written
action has no liability for the action or actions taken by the written action.

Sec. 81. [322B.66] COMMITTEES.

Subdivision 1. GENERALLY. A resolution approved by the affirmative
vote of a majority of the board of governors may establish committees having
the authority of the board in the management of the business of the limited lia-
bility company only to the extent provided in the resolution, Committees may
include a special litigation committee consisting of one or more independent
governors or other independent persons to consider legal rights or remedies of
the limited liability company and whether those rights and remedies should be
pursued. Committees other than special litigation committees are subject at all
times to the direction and control of the board of governors.

Subd. 2. MEMBERSHIP. Committee members must be natural persons.
Unless the articles or operating agreement provide for a different membership or

not be governors appomted by affirmative vote of a majority of mg governor
present.

Subd. 3. PROCEDURE, Sections 322B.643 1o 322B.656 apply io commit-
tees and members of committees to the same extent as those sections apply to
the board of governors and governors.

Subd. 4. MINUTES. Minutes, if any, of committee meetings must be made ‘
available upon request to members of the committee and to any governor,

Subd. 5. STANDARD OF CONDUCT, The establishment of, delegation of
authority to, and action by a committee does not alone constitute compliance by
a governor with the standard of conduct set forth in section 322B.663.

Subd. 6. COMMITTEE MEMBERS CONSIDERED GOVERNORS.
Committee members are considered to be governors for purposes of sections
322B.663, 322B.666, and 322B.699.

Sec. 82. [322B.663] STANDARD OF CONDUCT.

Subdivision [. STANDARD AND LIABILITY. A governor shall discharge
the duties of the position of of governor r in good faith, in 2 manner the governor

under similar circumstances. A person who so performs those duties i is not liable
by reason of being or having been a governor of the limited liability company.
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Subd. 2. RELIANCE. (a) A governor is entitled to rely on information,
opinions, reports, or statements, including financial statements and other finan-

cial data, in each case prepared or presented by:

(1) one or more managers or employees of the limited liability company
whom the governor reasonably believes to be reliable and competent in the mat-

ters presented;

(2) counsel, public accountants, or other persons as to matters that the gov-
ernor reasonably believes are within the person’s professional or expert compe-
tence; or

(3) a committee of the board of governors upon which the governor does
not serve, duly established in accordance with section 322B.66, as to matters
within its designated authority, if the governor reasonably believes the commit-
tee to merit confidence.

(b) Paragraph (a) does not apply o a governor who has knowledge concern-
ing the matter in question that makes the reliance otherwise permitted by para-

graph (a) unwarranted.

Subd. 3. PRESUMPTION OF ASSENT AND DISSENT. A governor who
is present at a meeting of the board of governors when an action is approved by
the affirmative vote of a majority of the governors present is presumed to have

assented to the action approved, unless the governor:

(1) objects at the beginning of the meeting to the transaction of business
because the meeting is not lawfully called or convened and does not participate
in the meeting after the objection, in which case the governor is not considered

to be present at the meeting for any purpose of this chapter;

(2) votes against the action at the meeting; or

(3) is prohibited by section 322B.666 from voting on the action.

Subd. 4. ELIMINATION OR LIMITATION OF LIABILITY. A gover-
nor’s personal liability to the limited liability company or its members for mone-
tary damages for breach of fiduciary duty as a governor may be eliminated or
limited in the articles of organization. The articles may not eliminate or limit
the liability of a governor:

(1) for any breach of the governor’s duty of loyalty to the limited liability
company or its members;

conduct or a knowing violation of law;

((3) under section 322B.56 or 80A.23;

(4) for any transaction from which the governor derived an improper per-
sonal benefit; or
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