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PREFACE

This Pamphlet contains the texts of Title 82 of the Civil Statutes,
Corporations, and the Business Corporation Act. Both texts are com-
plete as amended through the 1983 Regular and First called Sessions of
the 68th Legislature.

A detailed descriptive word Index is furnished at the end of this
Pamphlet to facilitate the search for specific textual provisions.

Comprehensive coverage of the judicial constructions and in-
terpretations of the Business Corporation Act and Title 32, together
with cross references, references to law review commentaries discussing
particular provisions, and other editorial features, is provided in the
volumes of Vernon’s Texas Statutes and Codes Annotated.

THE PUBLISHER
July, 1984
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1302-1.03. Applicability of Business Corporation Act, .
Texas Non-Profit Corporation Act, and this
Act.
PART TWO
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1302-2.03.  Ostensible Corporation; Debt.
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1302-2.08.  Affidavit of a Foreign Corporation.
1802-2.09.  Authority of Certain Corporations to Borrow
Money.
1302-2.09A. Alternative Rate. .
1302-2.10.  Corporations Discounting with Federal Inter-

mediate Credit Bank; Interest Rate.

PART THREE

1302-3.01. Veteran Corporations; Use of Name; Forfei-

ture of Charter.

1302-5.18.

1302-7.02.

Art.

1302-3.02.
1302-3.03.
1302-3.04.
1302-3.05.

Educational Corporations.
Cemeteries.

Repealed.

Certain Railroads.

PART FOUR
1302-4.01 to 1802-4.07. Repealed.

PART FIVE

1302-5.01.

Books, Records, ete:
1302-5.02. Request to Examine.
1302-5.08.

Corporation.

Authority to Disclose.
Penalty.
Provisions Cumulative,
Lien for Law Violations.
Date of Lien and Notice.
Abatement of Suit.
Receiver.
Rights of State.
Foreclosure.
Law Cumulative.

1302-5.04.

1302-5.05.

1302-5.06.

1302-5.07.

1302-5.08.

1302-5.09.

1302-5.10.

1302-5.11.

1802-5.12.

1302-5.13.

1302-5.14.
Against an Insolvent Corporation.

Liquidation.

May Dismiss Action.

Permission to Sue.

Examination and Notice.

Provisions Cumulative,

PART SIX

1302-6.01 to 1302-6.24. Repealed.
1302-6.25, 1302-6.26. Omitted.

PART SEVEN

1302-5.15.
1302-5.16.
1302-5.17.

1302-5.19.

1302-7.01.
Instrument.

Articles of Correction.

Filing Articles of Correction.

1302-7.04. Effect of Certificate of Correction.

1302-7.05. Fee.”

1302 to 1302i. Repealed.

1302-7.03.

The Texas Miscellaneous Corporation
Laws Act, incorporated herein as Articles
1802-1.01 to 1302-6.26, was enacted by
Acts 1961, 57th Leg., ch. 205, p. 408, § 1,
effective August 28, 1961.

Various existing articles applicable to
corporations were repealed by Acts 1955,
S54th Leg., ch. 64, art. 9.16 (Business Cor-
poration Act), Acts 1961, 57th Leg., p. 408,
c. 205, § 2 (Miscellaneous Corporation
Laws Act), and Acts 1961, 57th Ley., p.
458, ch. 229, § 1. Both of the latter re-
pealing acts provided that the repeals

Authority of Attorney General to Examine

Authority to Examine Management, etc., of

Authority of Attorney General to Proceed

Procedure to Correct Inaccurate or Defective
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should not affect any right accrued or
established, or any liability or penalty
incurred under the repealed articles, pri-
or to repeal. The 1955 act contained sev-
eral savings provisions.

TABLE 1-—-MISCELLANEOQUS LAWS

Showing where the subject matter of repealed
articles is incorporated in the Texas Miscellaneous
" Corporation Laws Act.
Repealed Misc.Corp.
Article Article

1302 ..o 1302-3.04, 1302-3.05

1302-2.05
1302-2.06

1302-6.03
1302-6.04
1302-6.05

1302-5.01
1302-5.02
1302-5.03
1302-5.04
1302-5.05

Repealed
Article

Misc.Corp.
Article

1302-5.09
1302-5.10
1302-5.11
1302-5.12
............................ eieeeee....1302-5.13
........................................ 1302-5.14

e 1302-5.15
..................... e 1802-5.16

1302-3.02A
1302-3.02B
........................................ 1302-2.08

TABLE 2—NON-PROFIT CORPORATIONS

~ Showing where the subject matter of repealed
articles is covered in the Texas Non-Profit Corpora-
tion Act.

Repealed Non-Profit Corp.
Article Article
1802 o e e 1396-2.01
1808 (o e, 1396-3.01
1304 ot e e e 1396-3.02
1814 e e 1396-4.01
to

1396-4.05
1816 (vt 1396-5.01
1320 .o e 1396-2.02
1822 e e i 1396-5.08
1826 .ottt 1396-2.09
B 2 1396-2.14
1828 L e e 1396-2.23
1806 ... i, 1396-2.01

1396-2.02

1396-2.09
18968 .ot e e 1396-2.10
1897 e 1396-2.14
1898 i e e 1396-2.14
1408 . oo 1396-2.14
1400 L. e e 1396--2.02(16)
1410 ..o 1396-3.02
1411 o 1396-3.02
1412 e 1396-2.02
413 e 1396-5.09
414 L e e 1396-2.26
1415 o e 1396-2.01
1520 L e et e, 1396-8.01

TABLE 3—BUSINESS CORPORATIONS

Showing where the subject matter of repealed
articles is covered in the Business Corporation Act

of 1955.

Repealed Bus.Corp.

Article Article

1802 .o e e e 201
3.02
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Repealed Bus.Corp.
Article Article
18028 i o e e et et 2.01
1302b

1822 Lot 5.08
1823 ittt 2.24
2.32

: 2.35

1824 oot 2.24
2.32

1825 Lo 242
1826 L. e et 2.93
1827 1o e 2.31
1827a 2.02(17)
1828 ..ottt 2.44
1829 ..ot 2.38
1830 ..o, e 4.01
' 4.02

‘ 4.04

1881 L e 401
1832 L 4.01
' 4.02
4.04

1888 L 2.20

1334b§ 1 2.19 sub. A

Repealed Bus.Corp.
Article: » . Article
188D i e 2.14
1886 .ot e e e 2.14

2.16
. 2.14

1888 L 2.14
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Repealed Bus.Corp.
Article Article
15381

to
188N e —_

PART ONE

Art. 1302-1.01. Short Title, Captions, Parts, Arti-
cles, Sections, Subsections, and Para-
graphs

A. This Act shall be known and may be c1ted as
the “Texas Miscellaneous Corporation Laws Act.”
B. The division of this Act into Parts, Articles,

Sections, Subsections and Paragraphs and the use

of captions in connection therewith are solely for

convenience and shall have no legal effect in con-
struing the provisions of this Act.

C. This Act has been organized and subdivided
in the following manner:
(1) The Act is divided into Parts,

groups of related Articles.
consecutively with cardinal numbers.

containing

(2) The Act is also divided into Articles, numbered.

consecutively with Arabic numerals.

(3) Articles are divided into Sections. The Sec-
tions within each Article are numbered consecutive-
ly with capital letters.

(4) Sections are divided into Subsections. The
Subsections within each Section are numbered con-
secutively with Arabic numerals enclosed in par-
entheses.

(5) Subsections are divided into paragraphs. The
Paragraphs within each Subsection are numbered
consecutively with lower case letters enclosed in
parentheses.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Acts 1961, 57th Leg., p. 408, ch. 205, § 2 provided:

“Sec. 2. The following Statutes and Laws contained in Title 32
of the Texas Revised Civil Statutes, 1925, as amended, or contained
in legislative acts subsequent to such revision and codified in Title
32, also as amended, are supplanted by the provisions of this Act
and are hereby repealed:

“Acts 1985, Forty-fourth Legislature, page 416, Chapter 167
(Article 1304a);

“Article 1306;

“Article 1307 and as amended by Acts, 1931, Forty-second Legis-
lature, page 190, Chapter 111;

“Article 1317;

“Acts 1931, Forty-second Legislature, page 738, Chapter 288,
Section 1 (Article 1321a);

“Acts 1955, Fifty-fourth Legislature, page 1161, Chapter 444
(Article 1334b);

“Article 1410;
“Article 1411;
“Article 1359;
“Article 1360 and as amended by Acts, 1959, Fifty-sixth Legisla-
ture, page 104, Chapter 53, Section 1;
“Article 1361;
“Article 1362;
“Article 1363;

Parts are numbered.

“Article 1364;
“Article 1365;
“Article 1366;
“Article 1367;
“Article 1368;
“Article 1369;
“Article 1370;
“Article 1371;
“Article 1872;
“Article 1373;
“Article 1374;
“Article 1375;
“Article 1376;
“Article 1877;
“Article 1378;
“Article 1380;
“Article 1381;
“Article 1382;
“Article 1383;
“Article 1384;
“Article 1385;
“Article 1386;

“Acts 1943, Forty-eighth Legxslature page 722, Chapter 397
(Articles 1358-1 through 28);

“Article 1531.”

“Acts 1961, 57th Leg., p. 408, ch. 205, § 3, provided that, “The
repeal of a prior act by this Act shall not affect any right accrued
or established, or any lability or penalty incurred under the
provisions of such act, prior to the repeal hereof.”

Art. 1302-1.02. Synonymous Terms

A. Whether used in this Act or in other Acts and
statutes applicable to private corporations:

(1) “Charter” has the same meaning as “articles
of mcorpordtlon

(2) “Paid- -up capital” has the same meaning as
“stated capital.”

(3) “Capital stock” may mean, depending on the
context, “stated capital,” “authorized shares,” “‘au-
thorized and issued shares,” or “issued shares.”

(4) “Permit to do business” and
authority” have the same meaning.

(5) “Stockholder” “shareholder”
same meaning.

(6) “Stock” and ‘“‘shares of stock” have the same
meaning as “shares.”

(7) “Authorized capital stock” has the same
meaning as “authorized shares.”

(8) “No par shares” means the same as “shares
without par value.”

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.}

Art. 1302-1.03. Applicability of Business Corpo-
ration Act, Texas Non-Profit Corpo-
ration Act, and this Act

A.  All corporations shall, to the extent not incon-
sistent with any special statute pertaining to -a
particular corporation, be governed

“certificate of -

and have the
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(1) by the Texas Business Corporation Act, as
amended, if organized for profit, and

(2) by the Texas Non-Profit Corporation Act as
amended, if organized not for profit.

B. This ‘Act shall govern all foreign and domes-
tic corporations including but without being limited
to those corporations heretofore or hereafter organ-
ized or granted a permit to’ do business under any
Statute of the State, including the Texas Business
Corporation Act; or the Texas Non-Profit Corpora-
tion Act, except to the extent that any provisions of
this Act are.expressly made inapplicable by any
provision of the Texas Business Corporation Act,
the Texas Non-Profit Corporation Act, or any spe-
cial Statute of this State pertaining to a particular
type of corporation. '

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1]

PART TWO

Art. 1302-2.01. Married Women

A. Married. women may be shareholders, offi-
cers, and directors of a corporation and may sign
articles of incorporation and all other corporate
instruments. ~ Their acts, contracts, and deeds as
such shareholders, officers, and directors shall be as
binding and effective for all purposes of the corpo-
ration as if they were males. The joinder and
consent of the husband and privy examinations sep-
arate and apart from him shall not be required.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1]

Art. 1302-2.02. Notice by Firm

A. Whenever any banking, mercantile or other
business firm desires to become incorporated with-
out a change of firm name, such firm shall, in
addition to the notice of dissolution required at
Common Law, give notice of such intention to be-
come incorporated for at least four (4) consecutive
weeks in some newspaper published in the county in
which such firm has its principal business office, if
there be a newspaper in such county; and, if not,
then in some newspaper published in some adjoining
county; provided, however, that such notice shall
only be published one (1) day in each week during
the said four (4) weeks. Until such notice has been
so published for the full period above-named, no
change shall take place in the liability of such firm
or the members thereof to. those dealing: with the
firm or its members. It shall be a defense that a
claimant had actual notice or knowledge of such
incorporation.

[Acts 1961, 5Tth Leg., p. 4()8, ch. 205, § 1.© Amended by
Acts 1977, 65th Leg., p. 201, ch. 100, § 1, eff, May 4, 1977.]

Art. 1302-2.03. Ostensible Corporation; Debt

A. No person who assumes an obligation to an
ostensible corporation as such, shall resist the en-

Art. 1302-2.05

forcement of such obligation, on the ground that
there was in fact no such corporation, until that fact
shall have been adjudged in a direct proceedmg had
for.that purpose.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

-Art. 1302-2.04. -Construction of Provision as to

-Exclusive Right of Trustee to Sue

A. Provisions in deeds of trust, indentures,
mortgages, assignments, and transfers of property
executed to secure the payment of bonds, deben-
tures, or other obligations, issued thereunder, vest-
ing in the trustees named therein the exclusive right
to institute any and all suits, at law or in equity,
necessary or proper to enforce the covenants and
agreements therein made, .or to liquidate the trust
therein created, and denying to the holders of such
bonds, debentures, and obligations the right to insti-
tute or prosecute such suit or suits, or to liquidate
such trust until after a failure or refusal of such
trustee so to do, upon request made in the manner
provided for therein, shall not be construed as
agreements to oust the courts of this State of their
rightful jurisdiction, nor as agreements against the
public policy of this State.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Art. 1302-2.05. Bonds, Debentures and Other Ev-
idence of Indebtedness; Manner of
Issuance; Facsnmlle Signatures and
Seal

A. Where any private corporation organized un-
der the laws of this State hereafter issues any bond,
debenture, or other evidence of indebtedness, the
seal of the corporation thereon may be facsimile,
engraved, or printed, and where any such bond,
debenture, or other evidence of indebtedness is au-
thenticated with the manual signature of any autho-
rized officer of the corporation or other trustee
appointed or named by an indenture of trust or
other agreement under which such security is is-
sued, the signature of any of the corporation’s
officers authorized to execute such security may be
facsimile. In case any officer who signed, or whose
facsimile signature has been used on any such bond,
debenture, or other evidence of indebtedness shall
cease to be an officer of the corporation for any
reason before the same has been delivered by the
corporation, such bond, debenture, or other evidence
of indebtedness may nevertheless be adopted by the -
corporation and issued and delivered as though the
person who signed it or whose facsimile signature
has been used thereon had not ceased to be such
officer.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]
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Art. 1302-2.06. Consideration for Indebtedness;
Guarantees

A. No corporation, domestic or foreign, domg
business in this state shall create any indebtedness
whatever except for money paid, labor done, which
is reasonably worth at least the sum at which it was
taken by the corporation or by a corporation of
which all of the outstanding shares of each class are
owned by the corporation, or property actually re-
ceived, reasonably worth at least the sum at which
it was taken by the corporation or by a corporation
of which all of the outstanding shares of each class
are owned by the corporation, subject to the provi-
sions of Sections B and C of this Article. In the
absence of fraud in the transaction, the judgment of
the Board of Directors or the shareholders, as' the
case may be, as to the value of the consideration
received for any such indebtedness shall be zonclu-
sive.

B. Notwithstanding Section A of this Article,
any corporation, domestic or foreign, doing business
in this state shall have the power and authority to
-'make a guaranty if the guaranty reasonably may be
expected to benefit, directly or indirectly, the guar-
antor corporation. For purposes of this section and
Section C of this Article, “guaranty” means a guar-
anty, mortgage, pledge, security agreement, or oth-
er agreement making the guarantor corporation or
its assets responsible respecting the contracts, secu-
rities, or other obligations of any person (including,
but not limited to, any domestic or foreign corpora-
tion, partnership, association, joint venture, trust, or
any officer, director, or employee of such guarantor
corporation). The decision of the Board of Di-
rectors that the guaranty may reasonably be ex-
pected to benefit, directly or indirectly, the guaran-
tor corporation shall be binding upon the guarantor
corporation, and no guaranty made by a corporation
in accordance with the provisions of this Section B
shall be invalid or unenforceable as against such
corporation, unless such guaranty -is sought to be
enforced by a person who participated in a fraud on
the guarantor corporation resulting in the making
of the guaranty or by a person who had notice of
such fraud before he acquired his rights under the
guaranty. Nothing herein contained shall prevent a
suit (1) prior to the making of a guaranty by a
corporation, by a shareholder in a representative
suit against the guarantor corporation, to enjoin the
making of such guaranty on the ground that such
guaranty could not reasonably be expected to bene-
fit, directly or indirectly, the guarantor corporation,
or (2) after the making of a guaranty by a corpora-
tion, by the guarantor corporation, whether acting

directly or through a receiver, trustee, or other

legal representative or through a shareholder.in a
representative suit, against the directors who voted
for or assented to the making of such guaranty for
damages or other appropriate relief on the ground
that such guaranty could not reasonably have been
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expected to benefit, directly or indirectly, the guar-
antor corporation, but such directors shall be enti-
tled to assert any defenses which they may- have
under law.

C. In addition to the power and authority grant-
ed in Section B of this Article, any domestic or
foreign corporation doing business in the state has
the power and authority to make a guaranty re-
specting any subsidiary, parent, or affiliated corpo-
ration if the action is approved by the Board of
Directors of the guarantor corporation. For the
purposes of this section only:

(1) “subsidiary corporation” means a corporation,
100 percent of whose outstanding shares are owned
at the time of the action:

(a) by the guarantor corporation itself;

(b) by one or more of the guarantor corporation’s
subsidiary corporations; or

(c) by the guarantor corporation and one or more
of its subsidiary corporations;

(2) “parent corporation” means a corporation that
at the time of the action owns 100 percent of the
outstanding shares of the guarantor corporation:

(a) by itself;

(b) through one or more of its subs1dlary corpora-
tions; or

(c) with one or more of 1ts subsidiary corpora-
tions; and )

(8) “affiliated corporation” means a corporation,
100 percent of whose outstanding shares are owned
at the time of the action:

(a) by the parent corporation of the guarantor
corporation;

(b) by one or more of the parent corpdration’s
subsidiary corporations; or .

(c) by the parent corporation and one or more of
its subsidiary corporations.

D. Nothing in Section B or C of this Article is
intended or shall be construed to limit or deny to
any corporation, domestic or foreign, the right or
power to do or perform any act which it is or may
be empowered or authorized to do or perform under
any other laws of the State of Texas now in force or
hereafter enacted. Provided, however, Sections B
and C of this Article shall not apply to nor enlarge
the powers of any corporation, domestic or foreign,
that does business pursuant to any provision of the
Insurance Code of Texas, whether licensed in Texas

‘or not, nor shall those sections allow or permit any

corporation, not licensed under the Insurance Code
of Texas, to engage in any character, type, class, or
kind of -fidelity, surety, or guaranty business or
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transaction subject to regulation under the Insur-
ance Code.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1. Amended by
Acts 1963, 58th Leg., p. 1184, ch. 469, §8 2, 3, eff. Aug. 23,
1963; Acts 1973, 63rd Leg., p. 676, ch. 285, § 1, eff. Aug.
27, 1973; Acts 1977, 65th Leg., p. 1162, ch. 442, § 1, eff.
Aug. 29, 1977; Acts 1983, 68th Leg., p. 1715, ch. 326, § 2,
eff. Aug. 29, 1983; Acts 1983, 68th Leg., p. 3156, ch. 540,
§ 9, eff. Aug. 29, 1983.]

Art. 1302-2.07. Limited Survival after Dissolu-
tion '

A. A corporation dissolved (1) by the issuance of
a certificate of dissolution by the Secretary of State,

r (2) by a decree of court when the court has not
liquidated all the assets and business of the corpora-
tion as provided in the Texas Business Corporation
Act or the Texas Non-Profit Corporation Act, as the
case may be, or (3) by expiration of its period of
duration, shall continue its corporate existence for a
period of three (3) years from the date of dissolu-
tion, for the following. purposes:

(1) prosecuting or defending in its corporate
name any action or proceeding by or against the
corporation;

(2) permitting the survival of any remedy not
otherwise barred by limitations available to or
against such corporations, its officers, directors,
shareholders, members, or creditors, for any right
or claim existing, or any liability incurred, prior to
such dissolution;

(3) holding title to and llquldatmg any assets or
property inadvertently or otherwise omitted from
any prior distributions in liquidation to the share-
holders or so-omitted from prlor distributions made
by a non-profit corporation in accordance with a
‘plan of distribution during the period of liquidation
prior to dissolution, and distributing them to any
shareholders, members, or other persons entltled
thereto; and

(4) setting any other affairs not completed prior
to its dissolution.

However, such corporation shall not continue its
corporate existence for the purpose of continuing
the business or affairs for which the corporation
was organized, except in the case of a corporation
whose period of duration has expired and which has
chosen to revive its existence as provided in the
Texas Business Corporation Act or the Texas Non-
Profit Corporation Act, as the case may be.

B. During such period, the board of directors
serving at the time of dissolution or the majority of
them then living, however reduced in number,. or
their successors selected by them, shall continue to

manage the affairs of the corporation for the limit-
ed purpose or purposes specified in this Article, and

shall have whatever powers may be necessary to
accomplish such purposes, including the power to

Art. 1302-2.08

prosecute, pay, compromise, defend, and satisfy any
action, claim, demand, or judgment by or against
the corporation, and to administer, sell, and distrib-
ute in final liquidation any property or assets still
remaining. In the exercise of such powers; the
directors and officers shall be trustees for the bene-
fit of creditors, shareholders, members, or other
distributees of the corporation and shall be jointly
and severally liable to such persons to the extent of
the corporate property and assets that shall have
come mto their hands.

C. 1If after the expiration of the three-year peri-
od- there still remains unresolved any action or
proceeding not otherwise barred by limitations com-
menced by or against the corporation prior to its
dissolution or within three (3) years after the date
of its dissolution, the corporation shall continue to
survive only for the purpose of such action or
proceeding, until any judgment, orders, or decrees
therein shall be fully executed.

D. A corporation dissolved by the expiration of
the period of its duration may, during such three-
year period, amend its articles of incorporation by
following the procedure prescribed in the Texas
Business Corporation Act or in the Texas Non-Prof-
it Corporation Act, as. the case may be, so as to
extend or perpetuate its period of existence. Such
expiration shall not of itself create any vested right
on the part of any shareholder, member, or creditor
to prevent such action. No acts or contracts of a
corporation during a period within which it could
have extended its existence as permitted by this
Article, whether or not it has taken action so to
extend its existence, shall be in any degree invalida-
ted by the expiration of its period of duration.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Art. 1302-2.08. Affidavit of a Foreign Corpora-
tion

A. As a part of the application of a foreign
corporation, whether for profit or not for profit, for
a certificate of authority, its president, vice presi-
dent, secretary or treasurer, or two of the directors
thereof, shall make and file in the office of the
Secretary of State an affidavit stating that such
corporation is not a trust or organization in re-
straint of trade in violation of the laws of this State,
has not within twelve (12) months next preceding
the making of such affidavit, become or been a part
to any trust agreement of any kind which would
constitute a violation of any antitrust law of Texas
existing at the date of such affidavit, and has not
within that time, entered into or been in any wise a
party to, any combination in restraint of trade with-
in the United States, and that no officer of such
corporation has, within the knowledge of affiant,
within such time and on behalf of such corporation
or for its benefit, made any such contract, or en-
tered into or become a party to any such combina-
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tion in restraint of trade. The jurat of the officer
making such affidavit shall be attested by his offi-
cial signature and seal of office.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Art, 1302-2.09. Authority of Certain Corpora-
tions to Borrow Money '

Notwithstanding any other provision of law, cor-
porations, domestic or foreign, may agree to and
stipulate for any rate of interest as such corporation
may determine, not to exceed one and one-half
percent (1%) per month, on any bond, note, debt,
contract or other obligation of such corporation
under which the original principal amount is Five
Thousand Dollars ($5,000) or more, or on any series
of advances of money pursuant thereto if the aggre-
gate of sums advanced or originally proposed to be
advanced shall exceed Five Thousand Dollars
(35,000), or on any extension or renewal thereof,
and in such instances, the claim or defense of usury
by such corporation, its successors, guarantors, as-
signs or anyone on.its behalf is prohibited; how-
ever, nothing contained herein shall prevent any
charitable or religious corporation from agserting
the claim or interposing the defense of usury in any
action or proceeding. .

[Acts 1967, 60th Leg., p. 713, ch. 296, § 1, eff. May 25,
1967.) '

Acts 1967, 60th Leg., p. 713, ch. 296, §§ 2, 8 provided:

“Sec. 2. If any section, provision, sentence or phrase of this
Act shall be declared unconstitutional, or void for any other
reason, such adjudication shall not affect the other sections and
provisions hereof, but same shall be preserved, and the remainder
thereof shall be left intact and valid.

“Sec. 3. All laws and parts of laws in conflict with this Act are
hereby repealed, to the extent of any such conflict only.”

Art. 1302-2.09A. Alternative Rate

Notwithstanding the provisions of Article 2.09 of

this Act, any corporation, domestic or foreign, in-
cluding but not limited to any charitable or religious
corporation, may agree to and stipulate for any rate
of interest that does not exceed a rate authorized by
Article 1.04, Title 79, Revised Civil Statutes of Tex-
as, 1925, as amended (Article 5069—1.04, Vernon’s
Texas Civil Statutes).

[Acts 1981, 67th Leg:, p. 271, ch. 111, § 1, eff. May 8,
1981.]

Sections 27 and 28 of the 1981 Act adding this article provide:

“Sec. 27. This Act shall be applicable to all claims of forfeiture
made after the effective date of this Act but, with respect to claims
of forfeiture in litigation pending at such effective date, the
amount forfeited shall be determined under the provisions of the
law as it existed prior to the effective date of this Act.

“See. 28. 1If any provision of this Act is held to be unconstitu-
tional, no liability or forfeiture shall attach under Title 79, Revised
Civil Statutes of Texas, 1925, as amended (Article 5069-1.01 et
seq., Vernon’s Texas Civil Statutes), or any other law of this state
to any person conforming his conduct to the applicable provisions
of this Act. If any provision of this Act under which a rate or
amount is determined or made available is determined by a court of
competent jurisdiction to be unconstitutional, the maximum rate of
interest or time price differential on contracts, including those for
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open-end accounts that would be subject to such a provision if it
were constitutional is 24 percent a year except that in the case of
contracts subject to Section (b)(2), Article 1.04, Title 79, Revised
Civil Statutes of Texas, 1925, as amended (Article 5069-1.04,
Vernon’s Texas Civil Statutes), as amended by this Act, the maxi-
mum rate of interest or time price differential is 28 percent a
year.”

Art. 1302-2.10. Corporations Discounting with
Federal Intermediate Credit Bank;
Interest Rate

An agricultural credit corporation organized or
operating under the laws of this state and discount-
ing loans with any federal intermediate credit bank,
in making loans to its borrowers or discounting
notes of the borrowers of an agricultural credit
corporation, may charge the borrower interest at a
rate not to exceed three percent per annum plus the
rate of discount established and promulgated by the
Federal Intermediate Credit Banks.

[Aects 19717, 65th Leg., p. 2068, ch. 820, & 1, eff. Aug. 29,
1977. Amended by Acts 1979, 66th Leg., p. 1167, ch. 566,
§ 1, eff. Aug. 27, 1979.]

PART THREE

Art. 1302-3.01. Veteran Corporations;
Name; Forfeiture of Charter

A. The Secretary of State shall not hereafter
issue to any corporation any charter using in the
name thereof any of the following words either in
the singular or the plural: “Veteran,” “Legion,”
“Foreign,” “‘Spanish,” “Disabled,” “War,” “World
War,” or any abbreviation of such word or words,
or words of the same or similar meanings, without
the written approval filed with the application for
charter of some Congressionally recognized Veter-
ans’ organization, in whose name any such quoted
word appears, and if there be no Congressionally
recognized organization in whose name the prohibit-
ed word appears, then it shall be necessary to
secure the written permission of either the State
Commander of the American Legion, or Disabled
American Veterans of the World War, Veterans of
Foreign Wars of the United States, or the United
Spanish War Veterans, Veterans of Foreign Wars,
or Veterans of the Spanish-American War.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Use of

Art. 1302-3.02. Educational Corporations

A. The president, professors or principals shall
constitute the faculty in academy, college, or univer-
sity corporations, and shall have power to enforce
the rules and regulations enacted by the directors
or trustees for the government and discipline of the
students, and to suspend and expel offenders, as
may be deemed necessary.

B. The directors or trustees named in the char-
ter of any college, academy, university, or other
corporation to promote education, and their succes-
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sors, may make all necessary bylaws, elect and
employ officers, provide for filling vacancies, ap-
point and remove professors, teachers, agents, etc.,
and fix their compensation, confer degrees, and do
and perform all necessary acts to carry into effect
the objects of the corporation.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]
Art. 1302-3.03. Cemeteries

A. Corporations organized under Acts, 1945,
Forty-ninth Legislature, page 559, Chapter 340, as
amended, shall, to the extent not inconsistent there-
with, be governed by the Texas Business Corpora-
tion Act, as amended, if organized for profit, and by
the Texas Non-Profit Corporation Act, as amended,
if organized not for profit.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Art. 1302-3.04. Repealed by Acts 1981, 67th Leg.,
p. 848, ch. 297, § 34, eff. Aug. 31, 1981

Art. 1302-3.05. Certain Railroads

A. Corporations for profit may be organized for
the following purposes:

(1) To construct or acquire with power to main-
tain and operate street railways and suburban rail-
ways and belt lines of railways within and near
cities and towns, for the transportation of freight
and passengers, with power also to construct, own
and operate union depots, and to buy, sell and
convey right-of-way upon which to construct rail-
roads.

(2) To construct, acquire, maintain and operate
lines of electric, gas, or gasoline, denatured aleohol,
or naphtha motor railways within and between any
cities or towns, and any interurban railways within
and between cities and towns, in this State, for the
transportation of freight or passengers, or both.

(3) To build, maintain and operate a line of rail-
roads to mines, gins, quarries, manufacturing
plants, or mills.

(4) The construction, operation and maintenance
of terminal railways.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

PART FOUR [REPEALED]
Arts. 1302-4.01 to 1302-4.07. Repealed by Acts
1981, 67th Leg., p. 848, ch. 297, § 34,
eff. Aug. 31, 1981

PART FIVE

Art, 1302-5.01. Authority of Attorney General to
- Examine Books, Records, ete.

A. Every corporation, domestic or foreign, doing
business in Texas, shall permit the Attorney Gener-
al or any of his authorized assistants or representa-
tives, to make examination of all the books, ac-

Art. 1302-5.05

counts, records, minutes, letters, memoranda, docu-
ments, checks, vouchers, telegrams, constitution
and bylaws, and other records of said corporation as
he may deem necessary.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Art. 1302-5.02. Request to Examine

A. A written request shall be made to the presi-
dent or other officer of said corporation at the time
the Attorney General or his assistants desire to
examine the business of said corporation. It shall
be the duty of the officer or agent of any corpora-
tion to whom said request is presented to immedi-
ately permit the Attorney General, or his authorized
assistant or representative, to inspect and examine
all the said books, records, and other documents of
said corporation.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1]

Art. 1302-5.03. Authority to Examine Manage-
ment, ete., of Corporation

A. The Attorney General, or any of his assist-
ants or representatives, when authorized by the
Attorney General, has the power and authority to
make investigation into the organization, conduct
and management of any corporation authorized to
do business within this State, and has authority to
inspect and examine any of its said books, records,
and other documents, and take such copies thereof
as in his judgment may show or tend to show said
corporation has been or is engaged in acts or con-
duct in violation of its charter rights and privileges,
or in violation of any law of this State.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Art. 1302-5.04. Authority to Disclose

A. The Attorney General, or his authorized as-
sistants or representatives, shall not. make public, or
use said copies or any information derived in the
course of said examination of said records or docu-
ments, except in the course of some judicial proceed-
ings in which the State is a party, or in a suit by the
State to cancel the permit or forfeit the charter of
such corporation, or to collect penalties for a viola-
tion of the laws of this State, or for information of
any officer of this State charged with the enforce-

I ment of its laws.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1]

Art. 1302-5.05. Penalty

A. Any foreign corporation doing business in
Texas under a permit granted under the laws of this
State, or any officer or agent thereof, or any domes-
tic corporation which shall fail or refuse to permit
the Attorney General, or his authorized representa-
tive or representatives, to examine or take copies of
any. of its said books, records-and other documents
whether the same be situated within this or any
other state within the United States, shall thereby
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forfeit its right to do business in this State; and its
permit or charter shall be canceled or forfeited.

B. If any president, vice-president, treasurer,
secretary, manager, agent or-other officer of any
corporation doing business under permit or charter
from this State shall fail or refuse to permit the
Attorney General or any of his assistants or repre-
sentatives who may be authorized in writing by the
Attorney General to make such examination, to
examine or to take copies of any or all of the books,
accounts, records, minutes, letters, memoranda, doc-
uments, - checks, vouchers, telegrams, constitution
and by-laws and other records of said corporation,
he shall be fined not less than one hundred nor
more than one thousand dollars, and be imprisoned
in jail not less than thirty nor more than one hun-
dred days. Each day of such failure or refusal shall
be a separate offense.

[Acts 1925, S.B. 84. Amended by Acts 1961, 57th Leg., p.
408, ch. 205, § 1.]

Art. 1302-5.06. Provisions Cumulative

A. The provisions of Articles 5.01, 5.02, 5.03,
5.04, and 5.05 of this Part shall be cumulative of all
other laws now in force in this State, and shall not
be construed as repealing any other means afforded
by law for securing testimony or inquiring into the
charter rights and privileges of corporations.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1]

Art. 1302-5.07. Lien for Law Violations

A. Whenever any domestic or foreign corpora-
tion in this State shall violate any law of this State,
including the law against trusts, monopolies and
conspiracies or combinations or contracts in re-
straint of trade, for the violation of which fines or
penalties or forfeitures are provided, all property of
such corporation within this State at the time of
such violation, or which may thereafter come within
this State, shall, by reason of such violation, become
liable for such fines or penalties and for costs of
suit and costs of collection,

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Art. 1302-5.08. Daté of Lien and Notice

A. The State of Texas shall have a lien on all
such property from the date that suit shall be
instituted by the Attorney General or district or
county attorney acting under his direction, in any
court of competent jurisdiction within this State, for
the purpose of forfeiting the charter or canceling
the permit of such corporation, or for such fines or
penalties. The institution of such suit for such fine,
penalties or forfeiture, shall constitute notice of
such lien.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]
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Art. 1302-5.09. Abatement of Suit

A. Any action or cause of action for any fine,
forfeiture or penalty that the State of Texas has, or
may have, against any corporation chartered under
the laws of this or any other State, territory or
nation, shall not abate or become abated by reason
of the dissolution of such corporation, whether vol-
untary or otherwise, or by the forfeiture of its
charter or permit.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Art. 1302-5.10. Receiver

A. Whenever a corporation, against which the
State has instituted suit for forfeiture of its charter
or cancellation of its permit or for fines or penalties,
shall dissolve in this or any other state, or shall
have a judgment rendered against it in this or any
other state for the forfeiture of its charter, the
court in this State in which such suit is pending
shall appoint a receiver for the property and busi-
ness of such corporation within this State, or that
may come or be brought within this State during
such receivership; or the court may, in any case
wherein the State is suing any such corporation for
the forfeiture of its charter, or of its permit to do
business in this State, or for fines or penalties,
appoint a receiver for such corporation whenever
the interest of the State may seem to require such
action.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Art. 1302-5.11. Rights of State

A. The State shall have the right to writs of
attachment, garnishment, sequestration or injunc-
tion, without bond, to aid in the enforcement of its
rights created by Articles 5.07, 5.08, 5.09, and 5.10
of this Part; and 2ll property not otherwise exempt
by law that may come into the possession of any
receiver appointed under any provision of such Arti-
cles, shall be subject to the lien herein created, and
for the payment of any such fine or penalty.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.)

Art. 1302-5.12. Foreclosure

A. The Attorney General or any district or coun-
ty attorney acting under his direction, may bring
suit in the name of this State for foreclosure of
such lien. In case the suit for foreclosure is
brought against any corporation which has dis-
solved or had a judgment for the forfeiture of its
charter or the cancellation of its permit rendered
against it, pending any suit by the State of Texas
against such corporation for the forfeiture of its
charter or cancellation of its permit or for penalties
or fines, service may be had upon any person within
this State who acted and was acting as agent of any
such corporation in this State at the time of such
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dissolution or forfeiture of charter or cancellation of
permit.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Art. 1302-5.13. Law Cumulative

A. The rights and remedies given by Articles
5.07, 5.08, 5.09, 5.10, 5.11, and 5.12 of this Part shall
be construed as cumulative of all other laws in force
in this State, and shall not affect, change or repeal
any other remedies or rights now existing in this
State for the enforcement, payment or collection of
fines, penalties and forfeitures.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Art. 1302-5.14. Authority of Attorney General to
Proceed Against an Insolvent Corpo-
ration

'A.- The Attorney General, when convinced that
any corporation is insolvent, shall institute quo war-
ranto or other appropriate proceedings to forfeit its
charter or cancel its permit.

[Aets 1961, 57th Leg., p. 408, ch. 205, § 1]

Art. 1302-5.15. Liquidation

A. Each district and county attorney shall bring
and’ prosecute the proceedings mentioned in the
preceding Article whenever directed to do so by the
Attorney General. The court trying said cause,
after the corporation has been shown to be insol-
vent, may, in its discretion, appoint a receiver or
receivers for said corporation and all its properties,
with full power to settle its affairs, collect its out-
standing debts and divide the moneys and other
properties belonging to said company among the
stockholders thereof, after paying the debts due and
owing by such corporation, and all expenses incident
to the judicial proceedings and receivership. The
court may continue the existence of such corpora-
tion for three (3) years, and for such further reason-
able time as may be necessary to accomplish the
objects and purposes of this law. -

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Art. 1302-5.16. May Dismiss Action

A. If any suit authorized by“Articles 5.14 and
5.15 of this Part has been instituted, the same shall
be dismissed at the cost of the defendant; or, if not
instituted, the same shall not be begun, if the de-
fendant corporation, through its stockholders, shall
pay off its indebtedness or reduce the same by
paying, so that it is relieved of insolvency.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Art. 1302-5.17. Permission to Sue

A. Before such petitioh is filed by the Attorney
General, or under his authority, as provided in Arti-
cles 5.14 and 5.15 of this Part, leave therefor shall

Art. 1302-7.01

first be granted by the judge of the court in which
the proceeding is to be instituted.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1]

Art. 1302-5.18. Examination and Notice

A. On presentation of such petition, before
granting leave to sue, the judge shall carefully
examine the same; and he may also require an
examination into the facts; and if it shall be made
to appear with reasonable certainty from said peti-
tion, or from the petition and facts, that the relief
sought should be granted, the judge may grant such
relief. On an application for the appointment of a
receiver, the corporation proceeded against shall
have ten full days’ notice prior to the day set for the
hearing.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

Art. 1302-5.19. Provisions Cumulative

A. The rights and remedies given by Articles
5.14, 5.15, '5.16, 5.17, and 5.18 of this Part are
cumulative, and shall not affect, change or repeal
any other remedies or rights now existing in thig
State for the enforcement, payment or collection of
fines, forfeitures and penalties.

[Acts 1961, 57th Leg., p. 408, ch. 205, § 1.]

PART SIX
Arts. 1302-6.01 to 1302-6.24. Repealed by Acts
1965, 59th Leg., vol. 2, p. 1, ch. 721,
§ 10-102, eff, June 30, 1966

Acts 1965, 59th Leg., vol. 2, p. 1, ch. 721,
enacting the Uniform Commercial Code,
repealed article 1302-6.01 effective June
30, 1966. Acts 1965, 59th Leg., vol. 2, p. I,
ch. 721 was itself repealed by Acts 1967,
60th Leg., vol. 2, p. 2348, ch. 785, adopting
the Business & Commerce Code effective
September 1, 1967. - However, the latter
Act specifically provided that the repeal
did not affect the prior operation of the
1965 Act or any prior action taken under
it.

See, now, Business and Commerce Code, § 8.101 et seq.

Arts. 1302~6.25, 1302-6.26. Omitted
PART SEVEN

Art. 1302-7.01. Procedure to Correct Inaccurate
: or Defective Instrument

Whenever any instrument authorized to be filed
with the Secretary of State under any statute to
which this Act applies has been filed and is an
inaccurate record of the corporate action referred to
in the instrument, contains an inaccurate or errone-
ous statement, or was defectively or erroneously
executed, sealed, acknowledged, or verified, the in-
strument may be corrected by articles of correction.



Art. 1302-7.01

Articles of correction must be executed by the cor-
poration by its president or a vice-president and by
its secretary or an assistant secretary and must be
verified by one of the officers signing the articles.
[Acts 1981, 67th Leg., p. 831, ch. 297, § 1, eff. Aug. 31,
1981.]

Art. 1302-7.02.- Articles of Correction
The articles of correction shall:
(1) set forth the name of the corporation;

(2) identify the instrument to be corrected by
description and the date of its filing with the Secre-
tary of State;

(3) identify the inaccuracy, error, or defect to be
corrected; and

(4) set forth a statement in corrected form of the
portion of the instrument to be corrected.

[Acts 1981, 67th Leg., p. 831, ch: 297, § 1, eff. Aug. 31,
1081.]

‘Art. 1502-7.03. Filing Articles of Correction

A. The original and a copy of the articles of
correction shall be delivered to the Secretary of
State. If the Secretary of State finds that the
articles of correction conform to law, the Secretary
of State shall, when all fees have been paid as
required by law:

(1) endorse on the original and the copy the word
“Filed,” and the month, day, and year that the
artlcles are filed;

(2) file the original in the office of the Secretary
of State; and

(3) issue a certificate of correction to which the
Secretary of State shall affix the copy.

B. The certificate of correction, together with
the copy of the articles of eorrection affixed to the
certificate by the Secretary of State, shall be deliv-
ered to the corporation or its representative.

[Acts 1981, 67th Leg., p. 831, ch. 297, § 1, eff. Aug. 31,
1981]

Art. 1302-7.04. Effect of Certificate of Correc-
tion
A. After the issuance of the certificate of correc-
tion by the Secretary of State, the instrument as
corrected is considered to have been filed on the
date the original instrument was filed except as
provided by Section B of this Article.

B. As to persons who are adversely affected by
the correction, the instrument as corrected is con-
sidered to have been filed on the date the articles of
correction were filed.

C. Any certificate issued by the Secretary of
State before an instrument is corrected, with re-
spect to the effect of filing the original instrument,
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is considered to be applicable to the instrument as
corrected as of the date the instrument as corrected
is  considered to have been filed pursuant to this
Article.

[Acts 1981, 67th Leg., p. 831, ch. 297 § 1, eff. Aug. 31,
1981]

Art. 1302-7.05. Fee

The Secretary of State shall collect, for the use of
the State, a fee of Ten Dollars ($10) for filing
articles of correction and issuing a certificate of
correction.

[Acts 1981, 67th Leg., p. 831, ch. 297, § 1, eff. Aug. 31,
1981.]

Art. 1302. Repealed by Acts 1961, 57th Leg., p.

458, ch. 229, § 1, eff. Aug. 28, 1961

Art. 1302a.  Repealed by Acts 1951, 52nd Leg p-
868, ch. 491, § 4

Arts. 1302b to 1302i. Repealed.by Acts 1961, 57th
Leg., p. 458, ch. 229, § 1, eff. Aug. 28,
1961

. CHAPTER TWO. CREATION OF
CORPORATIONS [REPEALED]

Arts. 1‘203 to 1304. Repealed by Acts 1961, 57th
Leg., p. 458 ch. 229, § 1, eff. Aug 28
1961

.Art. 1304a. - Repealed by Acts 1961, 57th Leg., p.

408, ch. 205, § 2, eff. Aug. 28, 1961

‘Repealed by Acts 1961, 57th Leg., p.
458, ch, 229, § 1, eff. Aug. 28, 1961

Art. 1306. Repealed by Acts 1961, 57th Leg., p.
408, ch. 205, § 2; Acts 1961, 57th
Leg., p. 458, ch. 229, § 1, eff. Aug. 28,
1961

Repealed by Acts 1961, 57th Leg., p.
408, ch. 205, § 2, eff. Aug. 28, 1961

Arts. 1308 to 1316a. Repealed by Acts 1961, 57th
Leg., p. 458, ch. 229, § 1, eff. Aug. 28,
1961 .

Art 1317. Repealed by Acts 1961, 57th Leg., p.
408, ch. 205, § 2, eff. Aug. 28, 1961

Art. 1318. Repealed by Acts 1961, 57th Leg., p.
458, ch. 229, § 1, eff. Aug. 28, 1961

Art. 1305.

Arxt. 1307.

CHAPTER THREE. GENERAL PROVISIONS

Art.
1319 to 1348. Repealed.

1849.  Acts Prohibited.
1350. Repealed.
1351.  Penalty.
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Art. voted upon by the qualified voters of this State or

1352.  Repealed. - any subdivision thereof.

1853. Watering Stock.

1354.  Suit. [Acts 1925, S.B. 84. Amended by Acts 1943, 48th Leg., p.

1355.  Avoidance of Suit. 311, ch. 202, § 1.]

1356. Remedies Cumulative. -

1357, 1358, Repealed.
1358—1 to 1358-26. Repealed.
1358a. Distribution to Shareholders of Cash or Property
Held in Suspense, Escrow or Trust.
1358b. Shares on Books of Corporations in Names of
Joint Owners with Right of Survivorship.
Arts. 1319 to 1321. Repealed by Acts 1961, 57th
Leg., p. 458, ch. 229, §1, eff Aug. 28,
1961

Repealed by Acts 1961, 57th Leg., p
408, ch. 205, § 2; Acts 1961, 57th
Leg., p. 458, ch. 229, § 1

Art, 1321a.

Arts. 1322 to 1333. Repealed by Acts 1961, 57th
Leg., p. 458, ch. 229, § 1, eff. Aug. 28,
1962

Art. 1334. Repealed by Acts 1943, 48th. Leg p.
722, ch. 397, § 25

Art. 1334a. Repealed by Acts 1955, 54th Leg., p.
1161, ch. 444, § 3

Art. 1334b. Repealed by Acts 1961, 57th Leg., p.
408, ch. 205, § 2, eff. Aug. 28, 1961

Arts. 1335 to 1347. Repealed by Acts 1961, 57th
Leg., p. 458, ch. 229, § 1 eff. Aug. 28,
1961

Art. 1348. Repealed by Acts 1963, 58th Leg., .p.

1184, ch. 469, § 1, eff. Aug 23, 1963

Art. 1349, Acts Prohibited

No corporation, domestic or foreign, doing busi-
ness in this State, shall employ or use its stock,
means, assets or other property, directly or indirect-
ly for any purpose whatever other than to accom-
plish the legitimate business of its creation, or those
purposes otherwise permitted by law; provided that
nothing in this Article shall be held to inhibit corpo-
rations from contributing to any bona fide associa-
tion, incorporated or unincorporated, organized for
purely religious, charitable or eleemosynary activi-
ties, or to commercial or. industrial clubs or associa-
tions or other civic enterprises or organizations not
in any manner nor to any extent directly or indirect-
ly engaged in furthering the cause of any political
party, or aiding in the election or defeat of any
candidate for office, or aiding in defraying the ex-
penses of any candidate for office, or defraying or
aiding in defraying the expenses of any political

campaign, or political headquarters, or aiding or’

assisting the success or defeat of any question to be

Art. 1350. - Repealed by Acts 1941, 47th Leg p.
789, ch. 491, § 1

Art, 1351. Penalty

Any corporation which shall violate any provision
of Article 1348 or Article 1349, Revised Civil Stat-
utes of Texas, 1925, shall on proof thereof in any
Court of competent jurisdiction, forfeit its charter,
permit or license, and all rights and franchises
which it holds under, from or by virtue of the laws
of this State.

Whenever it appears that the money, assets, prop-
erty, or funds of a corporation have been issued,
paid out, or used, in violation of any provision of
said Articles 1348 or 1349, by any agent, attorney,
director or officer of such corporation, it shall be
considered the act of the corporation, unless, within
one year from the date of such violation it has
caused to be entered, through its board of directors
on its records in this State, an order repudiating the
wrong and permanently dismissing from its service
all persons- directly or indirectly connected with
such violations.

[Acts 1925, S.B. 84. Amended by Acts 1941, 47th Leg., p.
789, ch. 491, § 2.}

Art. 1352. Repealed by Acts 1961, 57th Leg., p.
458, ch. 229, § 1, eff. Aug. 28, 1961

Art. 1353. Watering Stock

No. corporation shall issue any stock whatever,
except for money paid, labor done which is reason-
ably worth-at least the sum at which it was taken
by the corporation, or property actually received
reasonably worth at least the sum at which it was
taken by the company. Any corporation which vio-
lates any provision of this article shall, on proof
thereof in any court of competent jurisdiction, for-
feit its charter, permit or license, as the case may
be, and all rights and franchises which it holds
under, from, or by virtue of the laws of this State.

[Acts 1925, S.B. 84.]

Art. 1354, Suit

"When any ‘corporation has issued and has out-
standing ‘any stocks or bonds given or issued for
any purpose, other than money paid to, labor done
for, or property actually received by the corpora-
tion, the Attorney General when convinced that the
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facts exist which authorize the action, shall institute
quo warranto or other appropriate judicial proceed-
ings in Travis County or in any other county of this
State where such corporation may be sued, to have
such stocks or bonds issued in violation of the
Constitution or laws of Texas, cancelled, expunged,
and held for naught.

Within the meaning of the above, is included any
bond or stock given in renewal, or in lieu of, any
. originally issued for purposes other than those men-
“tioned above, also any issued by any corporation
with which the corporation originally issuing any
such stock or bonds has merged or been consolidat-
ed and given by said issuing corporation in the place
of those originally issued for purpeses other than as
mentioned above.

[Acts 1925, S.B. 84.]

Art. 1355. Avoidance of Suit

If any suit authorized under the preceding article
has been instituted, the same shall be dismissed at
the cost of the defendant, or if not instituted, no
action shall be brought, if the defendant corporation
shall surrender, or cause to be surrendered, to the
court, or to the Railroad Commission of Texas,. for
destruction, all such illegal stocks and bonds com-
plained of, with proper and legal releases thereof,
suitably executed for record, with such other writ-
ten evidences and documents as may be necessary
to show that such stocks or bonds are no longer
outstanding against the corporation.

[Acts 1925, S.B. 84.]

Art. 1356. Remedies Cumulative

The rights and remedies given by the two preced-
ing articles are cumulative, and shall not affect,
change or repeal any other remedies or rights now
existing in this State for the enforcement, payment,
or collection of fines, forfeitures and penalties.

[Acts 1925, S.B. 84.]

Arts. 1357, 1358.  Repealed by Acts 1961, 57th
Leg., p. 458, ch. 229, § 1, eff. Aug. 28,
1961

Arts. 1358-1 to 1358-26. Repealed by Acts 1961,
57th Leg., p. 408, ch. 205, § 2, eff.
Aug. 28, 1961 )

Art. 1358a. Distribution to Shareholders of Cash
-or Property Held in Suspense, Es-
crow or Trust

This Section shall apply to all distributions of cash
or property, tangible or intangible, made or payable,
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by any corporation, joint stock company or business
trust having transferable shares or certificates of
beneficial interest, organized under the laws of this
state or substantially all of whose capital or assets
consisted of property located in this state at the
time of organization, to persons registered on its
books as the owners of shares or certificates,
whether in liquidation or from earnings, profits,
assets or capital, and including all such distributions
heretofore payable which were not paid to the per-
son registered as the owner of the shares or inter-
est on the records of such organization at the time
such distributions were payable, or to the heirs,
successors or assigns of such person, but which are
now being held in suspense by such organization or
which were paid or delivered by it into- an escrow
account or to a trustee.or custodian. All such
distributions or the avails thereof shall, subject to
the provisions of this Section, be payable by such
organization, escrow agent, trustee or custodian to
such registered person, his heirs, successors or as-
signs, from and after the effective date of this Act.
The person in whose name such shares or certifi-
cates are or were registered on the records of any
such organization at the time such distributions are
or were payable shall be presumed to be or to have
been the owner of the shares or certificates so
registered in his name at that time, and this pre-
sumption shall be rebuttable only by proof of an
actual transfer having.been made by such regis-
tered owner prior to that time to some known and
identifiable person or persons. No such organiza-
tion nor its trustees, officers, directors, or agents
shall be under any liability whatever for making
such distributions to a person in whose name shares

or certificates were registered on its records at the

time such distribution was payable to such person,
or to the heirs, successors or assigns of such per-
son, even though such person, or his ‘heirs, succes-
sors or assigns, may not have a certificate for
shares or of beneficial interest in his or their posses-
sion, unless, prior to the date any such distribution
is or was payable, written notice shall have been
given to such organization by a third party that he
is the true beneficial owner of the shares or interest
registered on its books in the name of another, and
such person shall, thereafter, supply such organiza-
tion with satisfactory proof of his ownership or, in
the absence of such proof, shall thereafter establish
by final judgment of a court of competent jurisdic-
tion that he is the unregistered owner of such
shares or interest entitled to receive such distribu-
tion thereon.

Any claim that may be asserted under the provi-
sions hereof by any person, other than the person in
whose name the transferable shares or interest
were registered on the records of such organization
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at the time such distribution was payable, for any
such distribution on shares of or beneficial interest
in such organization shall not be enforceable
against such organization, its trustees, officers, di-
rectors, or agents, or against the person, his heirs,
successors or assigns, in whose name the shares or
interest were registered and to whom distribution
was made, except by a proceeding in a court of
competent jurisdiction commenced within four years
from the time that such distribution was originally
payable by such organization establishing by a final
judgment that the claimant was entitled to receive
such distribution, provided that as to any aforesaid
cause of action heretofore accrued, the limitation
period applicable thereto shall be either one year
from the effective date of this Act or four years
from the time such distribution was originally pay-
able, whichever is longer.

[Acts 1963, 58th Leg., p. 1146, ch. 444.]

Art. 1358b. Shares on Books of Corporations in
Names of Joint Owners with Right
of Survivorship

Whenever shares are registered on the books of a
corporation in the names of two or more persons as
joint owners with the right of survivorship, upon
the death of any such joint owner, the surviving
joint owner or owners shall have the power to
transfer full legal and equitable title to-such shares

to any person, firm or corporation and may receive ,

any dividends declared upon said shares as if such

surviving joint owner or owners were the absolute

owners of such shares prior to such time as the
corporation receives actual written notice that par-
ties other than such surviving joint owner or owners
claim an interest in such shares or dividends, and
the corporation permitting such transfer by and
paying such dividends to such surviving joint owner
or owners prior to the receipt of such written notice
from other parties claiming an interest in such
shares or dividends shall be discharged from all
liability for the transfer or payment so made; pro-
vided, however, that the discharge of such corpora-
tion from liability and the transfer of full legal and
equitable title of the shares shall in no way affect,
reduce or limit any cause of action existing in favor
of any owner of an interest in such shares or
dividends against such surviving joint owner or
owners. ‘

[Acts 1967, 60th Leg., p. 423, ch. 188, § 1, eff. May 15,
1967

CHAPTER FOUR. LANDS [REPEALED]
Arts. 1359 to 1365. Repealed by Acts 1961, 57th
Leg., p. 408, ch. 205, § 2, eff. Aug. 28,
1961

Arts. 1387 to 1395a

CHAPTER FIVE. BOOKS, RECORDS,
ETC. [REPEALED]

Arts. 1366 to 1371. Repealed by Acts 1961, 57th
Leg., p. 408, ch. 205, § 2, eff. Aug. 28,
1961

CHAPTER SIX. LIENS FOR FINES,
ETC. [REPEALED]

Arts. 1372 to 1378. Repealed by Acts 1961, 57th
Leg., p. 408, ch. 205, § 2

CHAPTER SEVEN. INSOLVENT
CORPORATIONS [REPEALED]

Art. 1379. Repealed by Acts 1961, 57th Leg., p.
458, ch. 229, § 1, eff. Aug. 28, 1961

Arts. 1380 to 1382. Repealed by Acts 1961, 57th
Leg., p. 408, ch. 205, § 2, eff. Aug. 28,
1961 : :

Art. 1383. Repealed by Acts 1961, 57th Leg., p.
408, ch. 205, § 2; Acts 1961, 57th
Leg., p. 458, ch. 229, § 1, eff. Aug. 28,
1961

"Arts. 1384 to 1386. Repealed by Acts 1961, 57th

Leg., p. 408, ch. 205, § 2, eff. Aug. 28,
1961

CHAPTER EIGHT. DISSOLUTION OF
CORPORATIONS [REPEALED]

Arts. 1387 to 1395a. Repealed by Acts 1961, 57th
Leg., p. 458, ch. 229, § 1

CHAPTER NINE, NON-PROFIT, COOPERA-
TIVE, RELIGIOUS AND CHARITABLE

1. TEXAS NON-PROFIT CORPORATION ACT

Art.

1396-1.01. Short Title, Captions, Parts, Articles, Sec-
tions, Subsections and Paragraphs.

1396-1.02.  Definitions.

1396-2.01.  Purposes.

1396-2.02.  General Powers.

1396-2.03. Defense of Ultra Vires.

1396-2.04. Corporate Name.

1396-2.05. - Registered Office and Registered Agent.

1396-2.06. Change of Registered Office or Agent.

1396-2.07.  Service of Process on Corporation.

1396-2.08. Members.

1396-2.09. By-Laws.

1396-2.10. Meetings of Members.

1396-2.11.  Notice of Members’ Meetings.

1396-2.12. Quorum of Members.

1396-2.13.  Voting of Members.

1396-2.14. Board of Directors or Trustees.



Art.
1396-2.15.

1396-2.16.
1396-2.17.
1396-2.18.
1396-2.19.
1396-2.20.
1396-2.21.
1396-2.22.

1396-2.23.

1396-2.23A.
1396-2.23B.

1396-2.24.
1396-2.25.
1396-2.26.

1396-2.217.
1396~-3.01.
1396-3.02.
1396-3.03.
1396-3.04.

1396-3.05.
1396-4.01.
1396-4.02.

1396-4.03.
1396-4.04.
1396-4.05.
1396-4.06.
1396-5.01.

1396-5.02.
1396-5.03.
1396-5.04.
1396-5.05.
1396-5.06.
1396-5.07.
1396-5.08.
1396-5.09.
1396-6.01.
1396-6.02.
1396-6.03.
1396-6.04.
1396-6.05.
1396-6.06.

1396~7.01.
1396-7.02.

1396-7.03.
1396-7.04.

1396-7.05.

1396-1.06.
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Number, Election, Classification, and Remov-
al of Directors.

Vacancies.

Quorum and Voting Directors.

Committees.

Place and Notice of Directors’ Meetings.

Officers.

Removal of Officers.

Indemnification of Officers and Dlrectors in
Certain Cases.

Books and Records.

Financial Records and Annual Reports.

Corporations Assisting State Agencies.

Dividends Prohibited.

Loans to Directors and Officers Prohibited.

Liability ‘of Directors and Other Persons for
Wrongful Distribution of Assets.

Charitable Corporations.

Incorporators.

Articles of Incorporation.

Filing of Articles of Incorporation.

Effect of Issuance of Certificate of Incorpo-
ration.

Organization Meeting.

Right to Amend Articles of Incorporation.

Procedure to Amend Articles of Incorpora-
tion.

Articles of Amendment.

Filing of Articles of Amendment.

Effect of Certificate of Amendment.

Restated Articles of Incorporation.

Procedure for Merger of Domestic Corpora—
tions.

Procedure for Consolidation of Domestic Cor-
porations.

Approval of Merger or Consolidation of
Domestic Corporations.

Articles of Merger or Consolidation of
Domestic Corporations.

Effective Date of Merger or Consolidation of
Domestic Corporations.

'Effect of Merger or Consolidation of Domes-

tic Corporations.

Merger or Consolidation of Domestic and
Foreign Corporations.

Conveyance by Corporation.

Sale, Lease or Exchange of Assets.

Voluntary Dissolution.

Application and Distribution of Assets.

Plan of Distribution.

Revocation of Voluntary Dissolution Pro-
ceedings.

Article of Dissolution.

Filing of Articles of Dissolution.

Involuntary Dissolution; Reinstatement.

Notification to Attorney General, Notice to
Corporation and Opportunity to Cure De-
fault.

Venue and Process.

Appointment of Receiver for Specific Corpo-
rate Assets.

Appointment of Receiver to Rehabilitate Cor-
poration.

Jurisdiction of Court to Liquidate Assets and
Affairs of Corporation and Receiverships
Therefor.

Art.
1396-7.07.

1396-7.08.

1396-7.09.
1396-17.10.
1396-7.11,

1396-7.12.
1396-8.01.
1396-8.02.
1396-8.03.
1396-8.04.
1396-8.05.

1396-8.06.
1396-8.07.

1396-8.08.

1396-8.09.
1396-8.10,
1396-8.12.
1396-8.13.

1396-8.14.
1396-8.15.
1396-8.16.
1396-8.17.
1396-9.01.
1396-9.02.
1396-9.03.
1396-9.04.
1396-9.05.
1396-9.06.
1396-9.07.
1396-9.08.

1396-9.09.
1396-9.10.

1396-10.01.
1396-10.02.
1396-10.03.
1396-10.04.
1396-10.05.
1396-10.06.

1396-11.01.

1396-50.01.

2.
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Qualification, Powers, and Duties of Receiv-
ers; Other Provisions Relating to Receiv-
ershxps

Directors and Members not Necessary Par-
ties Defendant to Receivership or Liquida-
tion Proceedings.

Decree of Involuntary Dissolution.

Filing of Decree of Dissolution.

Deposit with State Treasurer of Amount Due
Certdin Persons.

Survival of Remedy After Dissolution.

Admission of Foreign Corporations.

Powers of Foreign Corporations.

Corporate Name of Foreign Corporation.

Application for Certificate of Authority.

Filing of Apphcatlon for Certificate of Au-
thority.

Effect of Certificate of Authority.

Registered Office and Registered Agent of
Foreign Corporation,

Change of Registered Office or Registered
Agent of Foreign Corporation.

Service of Process on Foreign Corporation.

1396-8.11. Repealed.

Amended Certificate of Authority.

Withdrawal or Termination of Foreign Cor-
poration.

Filing of Application for Withdrawal.

Revocation of Certificate of Authority.

Filing of Decree of Revocation.

Conducting Affairs - without Certificate of
Authority.

Report of Domestic and Foreign Corpora-
tions. )

Failure to File Reports; Forfeiture; Right of
Corporation to Cure Default.

Fees for Filing Documents and Issuing Cer-
tificates.

Powers of Secretary of State.

Appeals from Secretary of State.

Certificates and Certified Copies to be Re-
ceived in Evidence.

Forms to be Promulgated by Secretary of
State.

Greater Voting Requirements.

Waiver of Notice.

Action Without a Meeting by Members, Di-
rectors or Committees.

Application to Foreign and Interstate Af-
fairs.

Reservation of Power."

Effect of Invalidity of Part of Thxs Act.

To What Corporation This Act Applies; Pro-
cedure for Adoption of Act by Existing
Corporation.

Extent to Which Ex1stmg Laws Shall Remain
Applicable to Corporations.

Repeal of Existing Laws; Extent and Effect
Thereof.

Emergency Clause.

1A. COOPERATIVES

Cooperative Association Act.
RELIGIOUS AND CHARITABLE

1396 to 1398. Repealed.
1399. - Lodges.
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Art. tion no part of the income of which is distributable
1400. Lodges: Charter. to its members, directors, or officers.

1401. Lodges: Trustees. . . . . o
1402. Lodges: Property. (4) “Articles of incorporation” means the original
1403.  Lodges: Demise. or restated articles of incorporation and all amend-
1404. Lodges: Loans. ments thereto.

1405. Lodges: Duration. « ’

1406. Existing Lodge. (5) “By-laws” means the code or codes of rules
1407. Lodges: Tax. adopted for the regulation or management of the

1408, 1409. Repealed.

3. EDUCATIONAL
1410 to 1415a. Repealed.

1. TEXAS NON-PROFIT CORPORATION ACT

Art. 1396-1.01. Short Title, Captions, Parts, Arti-
cles, Sections, Subsections and Para-
graphs

A. This Act shall be known and may be cited as
the “Texas Non-Profit Corporation Act.”

B. The division of this Act into Parts, Articles,
Sections, Subsections, and Paragraphs and the use
of captions in connection therewith are solely for
convenience and shall have no legal effect in con-
struing the provisions of this Act.

C. This Act has been organized and subdivided
in the following manner:

(1) The Act is divided into Parts, containing
groups of related Articles. Parts are numbered
consecutively with cardinal numbers.

(2) The Act is also divided into Articles, numbered
consecutively with Arabic numerals.

(8) Articles are divided into Sections. The Sec-
tions within each Article are numbered consecutive-
ly with capital letters.

(4) Sections are divided into Subsections. The
Subsections within each Section are numbered con-
secutively with Arabic numerals enclosed in par-
entheses.

(5) Subsections are divided into Paragraphs. The
Paragraphs within each Subsection are numbered
consecutively with lower case letters enclosed in
parentheses. -

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 1.01.]

Art. 1396-1.02. Definitions

A. As used in this Act, unless the context other-
wise requires, the term:

(1) “Corporation” or ‘“‘domestic corporation”
means a corporation not for profit subject to the
provisions of this Act, except a foreign corporation.

(2) “Foreign corporation” means a corporation
not for profit organized under laws other than the
laws of this State.

(8) “Non-Profit Corporation” is the equivalent of
“not for profit corporation’” and means a corpora-

corporation, irrespective of the name or names by
which such rules are designated.

(6) “Member” means one having membership
rights in a corporation in accordance with the provi-
sions of its articles of incorporation or its by-laws.

(7) “Board of Directors’” means the group of per-
sons vested with the management of the affairs of
the corporation, irrespective of the name by which
such group is designated. :

(8) “President” means that officer designated as
“president” in the articles of incorporation or by-
laws of a corporation, or that officer authorized, in
the articles of incorporation, the by-laws, or other-
wise, to perform the functions of the principal exec-
utive officer, irrespective of the name by which he
may be designated, or that committee of persons
authorized, in the articles of incorporation, the by-

‘laws, or otherwise, to perform the functions of the

principal executive officer.

(9) “Vice-president” means that officer designat-
ed as “vice-president” in the articles of incorpora-
tion or the by-laws of a corporation, or that officer
or committee of persons authorized, in the articles
of incorporation, the by-laws, or otherwise, to per-
form the duties of the president upon the death,
absence, or resignation of the president or upon his
inability to perform the duties of his office, irrespec-
tive of the name by which he, or they, may be
designated.

(10) “Secretary” means that officer designated as
“secretary” in the articles of incorporation or the
by-laws of a corporation, or that officer or commit-
tee of persons authorized, in the articles of incorpo-
ration, the by-laws, or otherwise, to perform the
functions of secretary, irrespective of the name by
which he, or they, may be designated.

(11) “Treasurer” means that officer designated
as “treasurer” in the articles of incorporation or the
by-laws of a corporation, or that officer or commit-
tee of persons authorized, in the articles of incorpo-
ration, the by-laws, or otherwise, to perform the .
functions of a treasurer, irrespective of the name by
which he, or they, may be designated.

(12) “Insolvency” means inability of a corporation
to pay its debts as they become due in the usual
course of its affairs.

(18) “Verified” means subscribed and sworn to
under the sanction of an oath, or such affirmation
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as is by law equivalent to an oath, made before an
officer authorized to administer oaths.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 1.02.]

Art. 1396-2.01. Purposes

A. Except as hereinafter in this Article express-
ly excluded herefrom, non-profit corporations may
be organized under this Act for any lawful purpose
or purposes, which purposes shall be fully stated in
the articles of incorporation. Such purpose or pur-
poses may include, without being limited to, any one
or more of the following: charitable, benevolent,
religious, eleemosynary, patriotic, civic, missionary,
educational, scientific, social, fraternal, athletic,
‘aesthetic, agricultural and horticultural; and the
conduct of professional, commercial, industrial, or
trade associations; and animal husbandry. Subject
to the provisions of Chapter 2, Titie 83, of the
Revised Civil Statutes of Texas, 1925, and of such
Chapter or any part thereof as it may hereafter be
amended, a corporation may be organized under this
Act if any one or more of its purposes for the
conduct of its affairs in this State is to organize
laborers, working men, or wage earners to protect
themselves in their various pursuits. - Provided,
however, that no articles of incorporation shall be
issued hereafter to laborers, working men or wage
earners, or amendment granted to a charter or
articles of incorporation of a corporation previously
created to organize laborers, working men or wage
earners, or that may be created hereafter under this
Act to organize laborers, working men or wage
earners, by the Secretary of State to any person,
association or corporation for such purposes with-
out an investigation first having been made by the
Labor Commissioner concerning such application
and a favorable recommendation made thereon by
said Labor Commissioner to the Secretary of State.
No investigation or recommendation by the Labor
Commissioner shall be required or made of applica-
tions from farmers for articles of incorporation.

(1) Charitable corporations may be formed for the
-purpose of operating a Dental Health Service Corpo-
ration which service corporation will manage and
coordinate the relationship between the contracting
dentist, who will perform the dental services, and
the patient who will receive such services where
such patient is 'a member of a group which has
contracted with the Dental Health Service Corpora-
tion to provide dental care to members of that
group. An application for a charter under this
Section shall have attached as exhibits (1) an affida-
vit by the applicants that not less than thirty per-
cent (30%) of the dentists legally engaged in the

practice of dentistry in this state together with their

names and addresses have signed contracts to per-
form the required dental services for a period of not
less than one (1) year, after incorporation, and (2) a
certification by the Texas State Board of Dental
Examiners that the applicant incorporators are rep-

TITLE 32 CORPORATIONS 18

utable citizens of the State of Texas and are of good
moral character and that the corporation sought to
be formed will be in the best interest of the public
health. A corporation formed hereunder shall have
not less than twelve (12) directors, nine (9) of whom
shall be dentists licensed by the Texas State Board
of Dental Examiners to practice dentistry in this
state and be actively engaged in the practice of
dentistry in this state. A corporation formed here-
under shall maintain not less than thirty percent
(30%) of the number of dentists actually engaged in
the practice of dentistry in this state as participat-
ing or contracting dentists; and:shall file with the
Texas State Board of Dental Examiners each Sep-
tember the names and addresses of all contracting
or participating dentists. ‘A - corporation formed
hereunder shall not (1) prevent any patient from
selecting the licensed dentist of his choice to render
dental services to him, (2) deny any licensed dentist
the right to participate as a contracting dentist to
perform the dental services contracted for by the
patient, (3) discriminate among patients or licensed
dentists regarding payment or ‘reimbursement for
the cost of performing dental services provided the
dentist is licensed to perform the dental service, or
(4) authorize any person to. regulate, interfere, or
intervene in any manner in the diagnosis or treat-
ment rendered by a licensed dentist to his patient.
A corporation formed hereunder may require the
attending dentist to provide a narrative oral or
written description of the dental services rendered
for the purpose of determining benefits or providing
proof of treatment. Diagnostic aids used in the
course of treatment may be requested by the corpo-

‘ration, but may not be required for any purpose.

B. This Act shall not apply to any corporation,
nor may any corporation be organized under this
Act or obtain authority to conduct its affairs in this
State under this Act: o

(1) If any one or more of its purposes for the
conduct of its affairs in this State is expressly
forbidden by any law of this State.

(2) If any one or more of its purposes for the
conduct of its affairs in this State is to engage in
any activity which cannot lawfully be engaged in
without first obtaining a license under the authority
of the laws of this State to engage in such activity
and such license cannot lawfully be granted to a
corporation. '

(8) If any one or more of its purposes for the
conduct of its affairs in this State is to organize
Group Hospital Service, Rural Credit Unions, Agri-
cultural and Livestock Pools, Mutual Loan Corpora-
tions, Co-operative Credit Associations, Farmers’
Co-operative Societies, Co-operative Marketing Act
Corporations, Rural Electric Co-operative Corpora-
tions, Telephone Co-operative Corporations, or fra-
ternal organizations operating under the lodge sys-
tem and heretofore or hereafter incorporated under
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Articles 1399 through 1407, both inclusive, of Re-
vised Civil Statutes of Texas, 1925.

(4) If any one or more of its purposes for the
conduct of its affairs in this State is to operate a
bank under the banking laws of this State or to
operate an insurance company of any type or char-
acter that operates under the insurance laws of this
State.

(5) If any one or more of its purposes for the
conduct of its affairs in this State is to engage in
water or sewer service and it has heretofore or is
hereafter incorporated under the Acts of 1933, For-
ty-third Legislature, First Called Session, Chapter
76, as amended, Acts of 1941, Forty-seventh Legis-
lature, page 666, Chapter 407, being presently iden-
tified as Article 1434(a), Revised Civil Statutes of
Texas, 1925,

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.01. Amended
by Acts 1961, 57th Leg., p. 959, ch. 418, § 1; Acts 1983,
68th Leg., p. 142, ch. 36, § 1, eff. Aug. 29, 1983.]

Art. 1396-2.02.

A. Subject to the provisions of Sections B and C
of this Article, each corporation shall have power:

(1) To have perpetual succession by its corporate
name, unless a limited period of duration is stated in
its articles of incorporation. Notwithstanding the
articles of incorporation, the period of duration for
any corporation incorporated before August 10,
1959, is perpetual if all fees and franchise taxes
have been paid as provided by law.

(2) To sue and be sued, complain and defend, in
its corporate name.

" (8) To have a corporate seal which may be altered
at pleasure, and to use the same by causing it, or a
facsimile thereof, to be impressed on, affixed to, or
in any manner reproduced upon, instruments of any
nature required to be executed by its proper offi-
cers.

General Powers

(4)- To purchase, receive, lease, or otherwise ac-
quire, own, hold, improve, use, or otherwise deal in
and with, real or personal property, or any- interest
therein, wherever situated, as the purposes of the
corporation shall require, or as shall be donated to
it.

(5) To sell, convey, mortgage, pledge, lease, ex-
change, transfer, and otherwise dispose of all or
any part of its property and assets.

(6) To lend money to; and otherwise assist, 1ts
employees, but not to its officers and directors.

(’7) To purchase, receive, subscribe for, or-other-
wise acquire, own, hold, vote, use, employ, mort-
gage, lend, pledge, sell or otherw1se dispose of, and
otherwise use and deal .in and with, shares or other
interests in, or obligations of, other domestic or
foreign corporations, whether for profit or not for
profit, associations, partnerships, or individuals, or
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-direct or indirect obligations of the United States or

of any other government, state, territory, govern-
ment district, or municipality, or of any mstrumen—
tality thereof.

(8) To make contracts and incur liabilities, borrow
money at such rates of interest as the corporation
may determine, issue its notes, bonds, ‘and other
obligations, and secure any of its obligations by
mortgage or pledge of all or any of its property,
franchises, and income.

(9) To lend money for its corporate purposes,
invest and reinvest its funds, and take and hold real
and personal property as security for the payment
of funds so loaned or invested.

(10) To conduct its affairs, carry on its-opera-
tions, and have officers and exercise the powers
granted by this Act in any state, territory, district,
or possession of the United States, or any foreign
country.

(11) To elect or appoint officers and agents of the
corporation for such period of time as the corpora-
tion may determine and define their duties and fix
their compensation.

(12) To make and alter by-laws, not inconsistent
with its articles of incorporation or with the laws of
this State, for the administration and regulation of
the affairs of the corporation.

(18) To make donations for the public welfare or
for charitable, scientific, or educational purposes
and in time of war to make donations in aid of war
activities.

(14) To cease its corporate activities and termi-
nate-its existence by voluntary dissolution.

(15) Whether included in the foregoing or not, to
have and exercise all powers necessary or appropri-
ate to effect any or all of the purposes for which the
corporation is organized.

(16) Any religious, charitable, educational, or el-
eemosynary institution organized under the laws of
this State may acquire, own, hold, mortgage, and
dispose of and invest its funds in real and personal
property for the use and benefit and under the
discretion of, and in trust for any convention, con-
ference or association organized under the laws of
this State or another state with which it is affiliated,
or which elects its board of directors, or which
controls it, in furtherance of the purposes of the
member institution.

(17) To pay pensions and establish pension plans
and pension trusts for all of, or class, or classes of
its ‘officer and employees, or its officers or its
employees.

B. Nothing in this Article grants any authority
to officers or directors of a corporation for the
exercise of any of the foregoing powers, inconsist-
ent with limitations on any of the same which may
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be expressly set forth in this Act or in the articles
of incorporation or by-laws or in any other laws of
this State. Authority of officers and directors to
act beyond the scope of the purpose or purposes of
a corporation is not granted by any provisions of
this Article.

C. Nothing in this Article shall be deemed to
authorize any action in violation of the Anti-Trust
Laws of this State or of any of the provisions of
Chapter 4 of Title 32 of Revised Civil Statutes of
Texas, 1925, as now existing or hereafter amended.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.02. Amended
by Acts 1977, 65th Leg., p. 837, ch. 313, § 1, eff. Aug. 29,
1977; Acts 1979, 66th Leg., p. 174, ch. 96, § 1, eff. May 2,
1979.]

Art, 1396-2.03. Defense of Ultra Vires

A. Lack of capacity of a corporation shall never
be made the basis of any claim or defense at law or
in equity.

B. No act of a corporation and no conveyance or
transfer of real or personal property to or by a
corporation shall be invalid by reason of the fact
that such act, conveyance or transfer was beyond
the scope of the purpose or purposes of the corpora-
tion as expressed in its articles of incorporation or
by reason of limitations on authority of its officers
and directors to exercise any statutory power of the
corporation, as such limitations are expressed. in the
articles of incorporation, but that such act, convey-
ance or transfer was, or is, beyond the scope of the
purpose or purposes of the corporation as expressed
in its articles of incorporation or inconsistent with
any such expressed limitations of authority, may be
asserted:

(1) In a proceeding by a member against the
corporation to enjoin the doing of any act or acts or
the transfer of real or personal property by or to
the corporation. If the unauthorized act or transfer
sought to be enjoined is being, or is to be, per-
formed or made pursuant to any contract to which
the corporation is a party, the court may, 'if all of
the parties to the contract are parties to the pro-
ceedings and if it deems.the same to be equitable,
set aside and enjoin the performance of such con-
tract, and in so doing may allow to the corporation
or to the other parties to the contract, as the case
may be, compensation for the loss or damage sus-
tained by either of them which may result from the
action of the court in setting aside and enjoining the
performance of such contract, but anticipated prof-
its to be derived from the performance of the con-
tract shall not be awarded by the court as part of
the loss or damage sustained.

(2) In a proceeding by the corporation, whether
acting directly or through a receiver, trustee, or
other legal representative, or through members in a
representative suit, against the incumbent or for-
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mer officers or directors of  the corporatlon for
exceeding their authority.

(3) In a proceeding by the Attorney General, as
provided in this Act, to-dissolve the corporation, or
in a proceeding by the ‘Attorney General to enjoin
the corporation from performing unauthorized acts,
or to enforce divestment of real property acquired
or held contrary to the laws of this State.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.03.]

Art. 1396-2.04. Corporate Name ‘

A, The corporate name sha]] conform to the
following requirements:

(1) It shall not contain any word or phrase whxch
indicates or implies- that it -is organized for any
purpose other than one or more of the purposes
contained in its articles of incorporation.

(2) It shall not be the same as, or deceptively
similar to, the name of any domestic corporation,
whether for profit or not for profit, existing under
the laws of this State, or the name of any foreign
corporation, whether for profit or not for profit,
authorized to transact business or conduct affairs in
this State, or a name the exclusive right to which is,
at the time, reserved in the manner provided by the
Texas Business Corporation Act,! or the name of a
corporation which has in effect a registration of its
corporate name as provided in the Texas Business
Corporation Act; provided that a name may be
similar if written consent is obtained from the exist-
ing corporation having the name deemed to be simi-
lar, or the person, or corporation, for whom the
name deemed to be similar is reserved or registered
in the office of the Secretary of State.

[Acts 1959, 56th Leg., p. 286, ch. 162, art..2.04.]
1 Business Corporation Act, art. 1.01 et seq. -

Art. 1396-2.05. Registered Office and Registéred
Agent

A. Each corporation shall have and contlnuously
maintain in this State:

(1) A registered office which may be, but need
not be, the same as its principal office.

(2) A registered agent, which agent may be an
individual resident in this State whose business of-
fice is identical with such registered office, or a
domestic corporation, whether for profit or not for
profit, or a foreign corporation, whether for profit
or not for profit, authorized to transact business or
to conduct its affairs in this State which has a
principal or business office identical with such regis-
tered office.

B. On or before the 15th day of Novembet, 1961
each not for profit corporation organized under the
laws of this State prior to the effective date of this
Act shall designate its registered office and appoint
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its registered agent by filing. in. the office of the
Secretary of State a statement setting forth:

(1) The name of the corporation.

(2) The street address of its registered office.
(3) The name of its registered agent.

(4) The street address of its registered agent.

(5) That the street address of its registered office
and the street address of its registered agent are
the same.

(6) That such designation and appointment were
authorized by resolution duly adopted by its board
of directors or, if the management of the corpora-
tion is. vested in its members pursuant to Artlcle
2.14C of this Act,' by the members.

C. " The statemernt requlred by this Artlc]e shall
be executed by the corporation by its president or a
vice-president, and verified by him: - The original
and a copy of the statement shall be delivered to the
Secretary of State. If the Secretary of State finds
that such statement conforms to the provisions of

this Act, he shall, when all fees have been paid as-

prescribed by law:

(1) Endorse on the originél’and the cop.y the word
“Filed” and the month, day, and year of the fllmg
thereof.

(2) File the original in his office.

(8) Deliver' the copy to the corporation or - its
representatlve

D. Upon such filing the designation of the regis-
tered office and the appointment of the registered

agent shall become effective.
[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.05. Amended
by Acts 1979, 66th Leg., p. 213, ch. 120, § 1, eff. May 9,
1979.] v

1 Article 1396—2.14(].

Art. 1396-2.06. Change of Reglstered Office or
Agent
A. A corporation may change its registered of-
fice or change its registered agent, or both, upon
filing in the office of the Secretary of State a
statement setting forth: ’

(1) The name of the corporation.

2) The post- offlce address of its then reglstered

office.

(8) If the post- offlce address of its reglstered
office is to be changed, the post-office address to
which the registered office is to be changed.

(4) The name of its then registered agent.
(5) If its registered agent is to be changed, the
name of its successor registered agent.

(6) That the post-office address of its registered
office and the post-office address of the business

Art. 1396-2.06

office of its registered agent, as changed, will be
identical. . .

(7) That such change was authorized by its Board
of Directors or by an officer of the corporation so
authorized by the Board of Directors, or if the
management of the corporation is vested in its
members pursuant to Article 2.14C of this Act,! by
the members.

B. The statement required by this Article shall
be executed by the corporation by its president or
vice-president, -and verified by him. The original
and a copy of the statement shall be delivered to. the
Secretary of State. If the Secretary of State finds
that such statement conforms to the provisions of
this Act, he shall, when all fees have been paid.as
prescribed by law:

(1) Endorse on the original and the copy the word
“Filed” and the month, day, and year of the filing
thereof.

(2) File the original in his office.

(3) Return the cbpy to the corporation or its rep-
resentative.

C. Upon such filing, the change of address of
the registered office, or the appointment of a new
registered agent, or both, as the case may be, shall
become effective.

D. Any registered agent of a corporatlon may
resign

(1) by giving written notice to the corporation at
its last known address

(2) and by giving written notice, in triplicate (the.
original and two copies of the notice), to the Secre-
tary of State within ten days- after mailing or deliv-
ery of said notice to the corporation. Such notice
shall include the last known address of the corpora-
tion and shall include the statement that written
notice of resignation has been given to the corpora-
tion and the date thereof. Upon compliance with
the requirements as-to written notice, the appoint-
ment of such agent shall terminate upon the expira-
tion of thirty (30) days after receipt of such notice
by the Secretary of State.

If the Secretary of State finds that such written
notice conforms to the provisions of this Act, he
shall:

(1) Endorse on the original and both copies the
word “filed” and the month, day and year of the
filing thereof.

(2) File the original in his office.

(3) Return one copy to such re51gnmg registered
agent.
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(4) Return one copy to the corporation at the last
known address of the corporation as shown in such
written notice.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2,06. Amended
by Acts 1969, 61st Leg., p. 2477, ch. 834, §§ 1, 2, eff. June
18, 1969; Acts 1979, 66th Leg., p. 213, ch. 120, § 2, eff.
May 9, 1979.]

1 Article 1396-2.14C.

Acts 1969, 61st Leg., p. 2477, ch. 834, which amended this article
and arts. 1896-7.01, 1396-7.02, 1396-8.08, and 1396-8.15, also pro-
vided:

“Sec. 9. Validation. Nothing in this Act shall invalidate any of
the procedures hereby changed by this Act which have been
initiated prior to the effective date of this Act, and under such
circumstances and the Secretary of State and any other state
agency affected is authorized to proceed under the appropriate
procedures authorized prior to this Act or as changed by this Act.

“Sec. 10, Severability. The provisions of this Act are severa-
ble. If any provision of this Act or the application thereof to any
person or ¢ircumstance shall be held to be invalid or unconstitu-
tional, the remainder of the Act and the application of. such
provisions to other persons or circumstance shall not be affected
thereby.”

Art. 1396-2.07. Service of Process on Corpora-
tion

A. The president and all vice-presidents of the
corporation and the registered agent of the corpora-
tion shall be agents of such corporation upon whom
any process, notice, or demand required or permit-
ted by law to be served upon the corporation may be
served. Where the chief executive function of a
corporation is authorized to be performed by a
committee, service on any member of such commit-
tee shall be deemed to be service on the president.

B. Whenever a corporation shall fail to appoint
or maintain a registered agent in this State, or
whenever its registered agent cannot with reasona-
ble diligence be found at the registered office, then
the Secretary of State shall be an agent of such
corporation upon whom any such process, notice, or
demand may be served. Service on the Secretary of
State of any process, notice, or demand shall be
made by delivering to and leaving with him, or with
the Assistant Secretary of State, or with any clerk
having charge of the corporation department of his
office, duplicate copies of such process, notice, or
demand. In the event any such process, notice, or
demand is served on the Secretary of State, he shall
immediately cause one of the copies thereof to be
forwarded by registered mail, addressed to the cor-
poration at its registered office. Any service so had
on the Secretary of State shall be returnable in not
less than thirty (30) days.

C. The Secretary of State shall keep a record of
all processes, notices, and demands served upon him
under this Article, and shall record therein the time
of such service and his action with reference there-
to.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.07.]
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Art. 1396-2.08. Members

A A corporatlon may have one or more classes
of members or may have no members.

B. If the corporation has oné or more classes of
members, the designation of such class or classes,
the manner of election or. appointment, and the
qualifications and rights of the members of -each
class shall be set forth in the articles of incorpora-
tion or by-laws.

C. If the corporation is to have no members,
that fact shall be set forth in the articles of incorpo-
ration.

D. A .corporation may issue. certificates, or
cards, or other instruments evidencing membership
rights, voting rights or ownership rights as may be
authorized in the articles of mcorporatlon or in the
by-laws.

E. The members of a non-profit corporation shall
not be personally liable for the debts, liabilities, or
obligations of the corporation.

[Acts 1959, 56th Leg., p. 286, ch, 162, art. 2.08. .Amended
by Acts 1961, 57th Leg., p. 653, ch. 302, § 1.]

Art. 1396-2.09. By-Laws

A. The initial by-laws of a corporation shall be
adopted by its board of directors or, if the manage-
ment of the corporation is vested in its members
pursuant to Article 2,14C of this Act,! by the mem-
bers. The power to alter, amend, or repeal the
by-laws or to -adopt new by-laws shall be vested in
the members, if any, but such power may be dele-
gated by the members to the board of directors. In
the event the corporation has no members, the
power to alter, amend, or repeal the by-laws or to
adopt new by-laws shall be vested in the board of
directors. The by-laws may contain any provisions
for the regulation and management of the affairs of
a corporation not inconsistent with law or with the
articles of incorporation.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.09.]
1 Article 1396-2.14C,

Art. 1396-2.10. Meetings' of Members
A, If a corporation has members:

(1) Meetings of members shall be held at such
place, either within or without this State, as may he
provided in the by-laws. In the absence of any such
provision, all meetings shall be held at the regis-
tered office of the corporation in this State.

(2) An annual meeting of the members shall be
held at such times as may be provided in the by-
laws, except that where the by-laws of a corporation
provide for more than one regular meeting of mem-
bers each year, an .annual meeting shall not be
required, and directors may be elected at such meet-
ings as the by-laws may provide. Failure to hold
the annual meeting at the designated time shall not
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work a dissolution of the corporation. In the event
the board of directors fails to call the annual meet-
ing at the designated time, any member may make
demand that such meeting be held within a reasona-
ble time, such demand to be made in writing by
registered mail directed to any officer of the corpo-
ration. If the annual meeting of members is not
called within sixty (60) days following such demand,
any member may compel the holding of such annual
meeting by legal action directed against said board,
and all of the extraordinary writs of common law
and of courts of equity shall be available to such
member to compel the holding of such annual meet-
ing. Each and every member is hereby declared to
have a justiciable interest sufficient to enable him to
institute and prosecute such legal proceedings.

(3) Special meetings of the members may be
called by the president, the board of directors, by
members having not less than one-tenth (Y1) of the
votes entitled to be cast at such meeting, or such
other officers or persons as may be provided in the
articles of incorporation or by-laws.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.10.]

Art. 1396-2.11. Notice of Members’ Meetings

A. In the case of a corporation other than a
church, written or printed notice stating the place,
day or hour of the meeting and, in case of a special
meeting, the purpose or purposes for which the
meeting is called, shall be delivered not less than
ten (10) nor more' than fifty (50) days before the
date of the meeting, either personally or by mail, by
or at the direction of the president, or the secretary,
or the officers or persons calling the meeting, to
each member entitled to vote at such meeting. If
mailed, such notice shall be deemed to be delivered
when deposited in the United States mail addressed
to the member at his address as it appears on the
records of the corporation, with postage thereon
paid.

B. In the case of a corporation which is a
church, notice of meetings of members will be
deemed sufficient if made by-oral announcement at
a regularly scheduled worship service prior to such
meeting, or as otherwise provided in its articles of
incorporation or its by-laws.

C. The by-laws may provide that no notice of
annual or regular meetings shall be required.

D. 1If its by-laws so provide, a corporation hav-
ing more than one thousand (1,000) members at the
time a meeting is.scheduled or called may give
notice of such meeting by publication in any news-
paper of general circulation in the community in
which the principal office of such corporation is
located. '

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.11.]
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Art. 1396-2.13

Quorum of Members

A. Unless otherwise provided in the articles of
incorporation or in the by-laws, members holding
one-tenth of the votes entitled to be cast, represent-
ed in person or by proxy, shall constitute a quorum.
The vote of the majority of the votes entitled to be
cast by the members present, or represented by
proxy at a meeting at which a quorum is present,
shall be the act of the members meeting, unless the
vote of a greater number is required by law, the
articles of incorporation, or the by-laws.

B. In the absence of an express provision to the
contrary in the articles of incorporation or the by-
laws, a church incorporated prior to the effective
date of this Act shall be deemed to have provided in
its articles of incorporation or its by-laws that mem-
bers present at a meeting, notice for which shall
have been duly given, shall constitute a quorum.

[Aects 1959, 56th Leg., p. 286, ch. 162, art. 2.12]

Art. 1396-2.13. Voting of Members

A. FEach member, regardless of class, shall be
entitled to one (1) vote on each matter submitted to
a vote at a meeting of members, except to the
extent that the voting rights of members of any.
class or classes are limited, enlarged, or denied by
the articles of incorporation or the by-laws.

B. A member may vote in person or, unless the
articles of incorporation or the by-laws. otherwise
provide, may vote by proxy executed in writing by
the member or by his duly authorized attorney-in-
fact. No proxy shall be valid after eleven (11)
months from the date of its execution, unless other-
wise provided in the proxy; provided, however,
proxies executed before- and in existence on the
effective date of this Act shall continue in and have
such effect as they then have in acecordance with
whatever may then be their terms. Each proxy
shall be revocable unless expressly provided therein
to be irrevocable, and in no event shall it remain
irrevocable for more than eleven (11) months.
Where directors or officers are to be elected by
members, the by-laws may provide that such elec-
tions may be conducted by mail. '

C. At each election for directors every member
entitled to vote at such election shall have the right
to vote, in person or by proxy, for as many persons
as there are directors to be elected and for whose
election he has a right to vote, or, if expressly
authorized by the articles of ‘incorporation, to
cumulate his vote by giving one candidate as many
votes as the number of such directors multiplied by
his vote shall equal, or by distributing such votes on
the same principle among any number of such can-
didates. Any member who intends to cumulate his
votes as herein authorized shall give written notice
of such intention to the secretary of the corporation
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on or before the day preceding the election at which
such member intends to cumulate his votes.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.13.]

Art. 1396-2.14. Board of Directors or Trustees

A. The affairs of a corporation shall be managed
by a board of directors, or trustees. Directors or
trustees need not be residents of this State or
members of the corporation unless the articles of
incorporation or the by-laws so require. The arti-
cles of incorporation or the by-laws may prescribe
other qualifications for directors or trustees.

B. Boards of directors or trustees of religious,
charitable, educational, or eleemosynary institutions
may be affiliated with, elected and controlled by a
convention, conference or association organized un-
der the laws of this State or another state, whether
incorporated or unincorporated, whose membership
is composed of representatives, delegates, or mes-
sengers from any church or other religious associa-
tion.

C. The articles of incorporation of a church may
vest the management of the affairs of the corpora-
tion in its members. If the church has a board of
directors or similar body, it may limit the authority
of such board to whatever extent as may be set
forth in the articles of incorporation or by-laws. A
church organized and operating under a congrega-
tional system and incorporated prior to the effective
date of this Act shall be deemed to have vested the
management of the affairs of the corporation in its
members in the absence of an express provision to
the contrary in the articles of incorporation or the
by-laws.

D. In the case of a corporation which is a
church, the Board may be designated by any name
appropriate to the customs, usages, or tenets of the
church. )

E. The board of directors or trustees of a non-
profit corporation may be elected (in whole or in
part) by another non-profit corporation or corpora-
tions, domestic or foreign, if (1) the articles of
incorporation or the bylaws of the former corpora-
tion so provide, and (2) the former has no members
with voting rights.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.14. Amended
by Acts 1967, 60th Leg., p. 1716, ch. 656, § 1, eff. June 17,
1967.]

Acts 1967, 60th Leg., p. 1716, ch. 656, §8 2 and 3 amended
articles 1396-2.17 and 1397-2.18, § A; section 4 of the act provided:

“Sec. 4. If any provision of this Act or the application thereof
to any person or circumstance is held invalid, such invalidity shall
not affect other provisions or applications of the Act which can be
given effect without the invalid provision or application, and to this
end the provisions of this Act are declared to be severable.”
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Art. 1396-2.15. Number, Election, Classification,
and Removal of Directors

A. The number of directors of a corporation
shall be not less than three (8). Subject to such
limitation, the number of directors shall be fixed by
the by-laws, except as to the number of the first
board of directors which number shall be fixed by
the articles of incorporation. The number of di-
rectors may be increased or decreased from time to
time by amendment to the by-laws, unless the arti-
cles of incorporation provide that a change in the
number of directors shall be made only by amend-
ment of the articles of incorporation. No decrease
in number shall have the effect of shortening the
term of any incumbent director. In the absence of
a by-law fixing the number of directors, the number
shall be the same as that stated in the articles of
incorporation.

B. The directors constituting the first board of
directors shall be named in the articles of incorpora-
tion and shall hold office until the first annual
election of directors or for such other period as may
be specified in the articles of incorporation or the
by-laws. Thereafter, directors shall be elected or
appointed in the manner and for the terms provided
in the articles of incorporation or the by-laws. In
the absence of a provision fixing the term of office,
the term of office of a director shall be one (1) year.

C. Directors may be divided into classes and the
terms of office of the several classes need not be
uniform. Each director shall hold office for the
term for which he is elected or appointed and until
his successor shall have been elected or appointed
and qualified. . :

D. A director may be removed from office pur-
suant to any procedure therefor provided in the
articles of incorporation or by-laws.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.15.]

Art. 1396-2.16. Vacancies

A. Unless otherwise provided in the articles of
incorporation or the by-laws, any vacancy occurring
in the board of directors shall be filled by the
affirmative vote of a majority of the remaining
directors though less than a quorum of the board of
directors. A director elected to fill a vacancy shall
be elected for the unexpired term of his predecessor
in office. '

B. Any directorship to be filled by reason of an
increase in the number of directors shall be filled by
election at an annual meeting or at a special meet-
ing of members called for that purpose. If a corpo-
ration has no members, or no members having the
right to vote thereon, such directorship shall be
filled as provided in the articles of incorporation or
the by-laws.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.16.]
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Art, 1396-2.17. Quorum and Voting Directors

A. A quorum for the transaction of business by
the board of directors shall be whichever is less:

(1) A majority of the number of directors fixed by
the bylaws, or in the absence of a bylaw fixing the
number of directors, a majority of the number of
directors stated in the articles.of incorporation, or

(2) Any number, not less than three, fixed as a
quorum by the articles of incorporation or the by-
laws. .

B. Directors present by proxy may not be count-
ed toward a quorum.

C. The act of the majority of the directors
present in person or by proxy at a meeting at which
a quorum is present shall be the act of the board of
directors, unless the act of a greater number is
required by the articles of incorporation or the
bylaws.

D. A director may vote in person or (if the
articles of incorporation or the bylaws so provide)
by proxy executed in writing by the director. No
proxy shall be valid after three months from the
date of its execution. Each proxy shall be revocable
unless expressly provided therein to be irrevocable,
and unless otherwise made irrevocable by law.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.17. Amended
by Acts 1967, 60th Leg., p. 1716, ch. 656, § 2, eff. June 17,
1967.]

Art. 1396-2.18. Committees

A. If the articles of incorporation or the bylaws
so provide, the board of directors, by resolution
adopted by a majority of the directors in office, may
designate one or more committees, which, to the
extent provided in such resolution, in the articles of
incorporation, or in the bylaws, shall have and exer-
cise the authority of the board of directors in the
management of the corporation. Each such com-
mittee shall consist of two or more persons, a major-
ity of whom are directors; the remainder, if the
articles of incorporation or the bylaws so provide,
need not be directors. The designation of such
committees and the delegation thereto of authority
shall not operate to relieve the board of directors, or
any individual director, of any responsibility im-
posed upon it or him by law. Any non-director who
becomes a member of any such committee shall
have the same responsibility with respect to such
committee as a director who is a member thereof.

B. Other committees not having and exercising
the authority of the board of directors in the man-
agement of the corporation may be designated and
appointed by a resolution adopted by a majority of
the directors at a meeting at which a quorum is
present, or by the president thereunto authorized by
a like resolution of the board of directors or by the
. articles of incorporation or by the by-laws. Mem-
WTSC Corporations—2

Art. 1396-2.20

bership on such committees may, but need not be,
limited to directors.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.18. Amended
by Acts 1967, 60th Leg., p. 1716, ch. 656, § 3, eff. June 17,
1967.]

Art, 1396-2.19. Place and Notice of Directors’
Meetings

‘A, Meetings of the board of directors, regular or
special, may be held either within or without this
State.

B. Regular meetings of the board of directors
may be held with or without notice as prescribed in
the by-laws. Special meetings of the board of di-
rectors shall be held upon such notice as is pre-
scribed in the by-laws. Attendance of a director at
a meeting shall constitute a waiver of notice of such
meeting, except where a director attends a meeting
for the express purpose of objecting to the transac-
tion of any business on the ground that the meeting
is not lawfully called or convened. Neither the
business to be transacted at, nor the purpose of,
any regular or special meeting of the board of
directors need be specified in the notice or waiver of
notice of such meeting, unless required by the by-
laws. ‘

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.19.]

Art. 1396-2.20. Officers

A. The officers of a corporation shall consist of
a president, one or more vice-presidents, a secre-
tary, a treasurer, and such other officers and assist-
ant officers as may be deemed necessary, each of
whom shall be elected or appointed at such time and
in such manner and for such terms not exceeding
three (3) years as may be prescribed in the articles
of incorporation or the by-laws. In the absence of
any such provisions, all officers shall be elected or
appointed annually by the board of directors, or, if
the management of the corporation is vested in its
members pursuant to Article 2.14C of this Act,! by
the members. Any two or more offices may be held
by the same person, except the offices of president
and secretary. A committee duly designated may
perform the functions of any officer and the func-
tions of any two or more officers may be performed
by a single committee, including the functions of
both president and secretary.

B. The articles of incorporation or the by-laws
may provide that any one or more officers of the
corporation shall be ex-officio members of the board
of directors. ’

C. The officers of a corporation may be desig-
nated by such other or additional titles as may be
provided in the articles of incorporation or the by-
laws.

D. In the case of a corporation which is a
church, it shall not be necessary that there be
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officers as provided herein, but such duties and
responsibilities may be vested in the board of trus-
tees or other designated body in any manner provid-
ed for in the articles of incorporation or the by-laws.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.20.]
1 Article 1396-2.14C.

Art. 1396-2.21. Removal of Officers

A.  Any officer elected or appointed may be re-
moved by the persons authorized to elect or appoint
such officer whenever in their judgment the best
interests of the corporation will be served thereby.
The removal of an officer shall be without prejudice
to the contract rights, if any, of the officer so
removed. Election or appointment of an officer or
agent shall not of itself create contract rights.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.21.]

Art. 1396-2.22. Indemnification of Officers and
Directors in Certain Cases

A. The corporation shall have the power to in-
demnify any director or officer or former director or
officer of the corporation for expenses and costs
(including attorneys’ fees) actually and necessarily
incurred by him in connection with any claim assert-
ed against him, by action in court or otherwise, by

reason of his being or having been such director or.

officer, except in relation to matters as to which he
shall have been guilty of negligence or misconduct
in respect of the matter in which indemnity is
sought.

B. If the corporation has not fully indemnified
him, the court in the proceeding in which any claim
against such. director or officer has been asserted,
or any court having the requisite jurisdiction of an
action instituted by such director or officer on his
claim for indemnity, may assess indemnity against
the corporation, its receiver, or trustee, for the
amount paid by such director or officer in satisfac-
tion of any judgment or in compromise of any such
_claim (exclusive in either case of any amount paid to
the corporation), and any expenses and costs (includ-
ing attorneys’ fees) actually and necessarily in-
curred by him in connection therewith to the extent
that the court shall deem reasonable and equitable,
provided, nevertheless, that indemnity may be as-
sessed under this Section only if the court finds that
the person indemnified was not guilty of negligence
or misconduct in respect of the matter in which
indemnity is sought.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.22.]

Art. 1396-2.23. . Books and Records

A. Each corporation shall keep correct and com-
plete books and records of account and shall keep
minutes of the proceedings of its members, board of
directors, and committees having any authority of
the board of directors and shall keep at its regis-
tered office or principal office in this State a record
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of the names and addresses of its members entitled
to vote.

B. All bocks and records of a corporation may
be inspected by any member, or his agent or attor-
ney, for any proper purpose at any reasonable time.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.23.]

Art. 1396-2.23A. Financial Records and Annual
Reports

A. A corporation shall maintain current true and
accurate financial records with full and correct en-
tries made with respect to all financial transactions
of the corporation, including all income and expendi-
tures, in accordance with generally accepted ac-
counting practices.

B. Based on these records, the board of di-
rectors or trustees shall annually prepare or ap-
prove a report of the financial activity of the corpo-
ration for the preceding year. The report must
conform to accounting standards as promulgated by
the American Institute of Certified Public Account-
ants and must include a statement of support, reve-
nue, and expenses and changes in fund balances, a
statement of functional expenses, and balance
sheets for all funds. )

C. All records, books, and annual reports of the
financial activity of the corporation shall be kept at
the registered office or principal office of the corpo-
ration in this state for at least three years after the
closing of each fiscal year and shall be available to
the public for inspection and copying there during
normal business hours. The corporation may
charge for the reasonable expense of preparing a
copy of a record or report.

D. A corporation that fails to maintain financial
records, prepare an annual report, or make a finan-
cial record or annual report available to the public in
the manner prescribed by this article is guilty of a
Class B misdemeanor.

E. This article does not apply to:

(1) a corporation that solicits funds only from its
members;

(2) a corporation which does not intend to solicit
and receive and does not-actually raise or receive
contributions from sources other than its own mem-
bership in excess of $10,000 during a fiscal year;

(3) a proprietary school that has received a certifi-
cate of approval from- the State Commissioner of
Education, a public institution of higher education
and foundations chartered for the benefit of such
institutions or any component part thereof, a pri-
vate institution of higher education with a certifi-
cate of authority to grant a degree issued by the
Coordinating Board, Texas College and University
System, or an elementary or secondary school;

(4) religious institutions which shall be limited to
churches, ecclesiastical or denominational organiza-
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tions, or other established physical places for wor-’

ship at which religious services are the primary
activity and such activities are regularly conducted;

(5) a trade association or professional society
whose income is principally derived from member-
ship dues and assessments, sales, or services;

(6) any insurer licensed and regulated by the
State Board of Insurance;

(7) an organization whose charitable activities re-
late to public concern in the conservation and pro-
tection of wildlife, fisheries, and allied natural re-
sourcees;

(8) an alumni association of a public or- private
institution of higher education in this state, provid-
ed that such association is recognized and acknowl-
edged by the institution as its official alumni associ-
ation, :

[Acts 1977, 65th Leg., p. 1947, ch. 778, § 1, eff. Jan. 1,
1978.] .

Art. 1396-2.23B. Corporations
Agencies

- A, In this Article state agency means:

(1) a board, commission, department, office, or
other entity that is in the executive branch of state
government and that was created by the constitu-
tion or a statute of 'the State, including an institu-
tion of higher education as. defined by Section 61.-
003, Texas Education Code, as amended;

(2) the legislature or a legislative agency; or

(3) the Supreme Court, the Court of Criminal
Appeals, a court of appeals, or the State Bar of
Texas or another state judicial agency.

B. The books and records of a corporation ex-
cept a bona fide alumni association are subject to
audit at the discretion of the State Auditor if both
of the following obtain:

(1) the corporation’s charter specifically dedicates
the corporation’s activities to the benefit of a partic-
ular agency of state government; and

Assisting State

(2) a board member, officer, or employee of the
same agency of state government sits on the board
of directors of the corporation in other than an ex
officio, nonvoting, advisory capacity.

C. If the corporation’s charter specifically dedi-
cates the corporation’s activities to the benefit of a
particular agency of state government but the con-
ditions in.Section B of this Article do not obtain,
before the 90th day after the last day of the corpo-
ration’s fiscal year, the corporation shall file with
the Secretary of State a report for the preceding
fiscal year consisting of a copy of a report as
described by Section B of Article:2.23A of this Act
(Article 1396-2.23A, Vernon’s Texas Civil Statutes).

[Acts 1983, 68th Leg., p. 4600, ch. 779, § 1, eff. Aug. 29,
1983.]

Art. 1396-2.26

Section 2 of the 1983 Act provides:

* “If ‘a corporation is required to file an annual report under
Section C, Article 2.23B, Texas Non-Profit Corporation Act, as
added by this Act, the initial report that the corporation is required
to file under that section is the report for its first fiscal year
beginning on or after the effective date of this Act.”

Art. 1396-2.24. Dividends Prohibited

A. No dividend shall be paid and no part of the
income of a corporation shall be distributed to its
members, directors, or officers. A corporation may
pay compensation in-a reasonable amount to its
members, directors, or officers for services ren-
dered, may confer benefits upon its members in
conformity with its purposes, and upon dissolution
or final liquidation may make distributions to its
members, but only as permitted by this Act.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.24.]

Art. 1396-2.25. Loans to Directors and Officers
Prohibited

A: No loans shall be made by a corporation to its
directors or officers. ‘

_ B. The directors of a corporation who vote for or
assent to the making of a loan to a director or
officer of the corporation, and any officer or offi-
cers participating in the making of such loan, shall
be jointly and severally liable to the corporation for
the amount of such loan until repayment thereof.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.25.]

Art. 1396-2.26. Liability of Directors and Other
Persons for Wrongful Distribution of
Assets

A. In addition to any other liabilities imposed by
law upon directors of a corporation, the directors
who vote for or assent to any distribution of assets
other than in payment of its debts, when‘the corpo-
ration is insolvent or when such distribution would
render the corporation insolvent, or during the liqui-
dation of the corporation without the payment and
discharge of or making adequate provisions for all
known debts, obligations and liabilities of the corpo-
ration, shall be jointly and severally liable to the
corporation for the value of such assets which are
thus distributed, to the extent that such debts,
obligations and liabilities of the corporation are not
thereafter paid and discharged.

B. A director of a corporation who is present at
a meeting of its board of directors at which action
was taken on such corporate matter shall be pre-
sumed to have assented to such action unless his
dissent shall be entered in the minutes of the meet-
ing or unless he shall file his written dissent to such
action with the person acting as the secretary of the
meeting before the adjournment thereof or shall
forward such dissent by registered mail to the sec-
retary of the corporation immediately after the ad-
journment of the meeting. Such right to dissent
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shall not apply to a director who voted in favor of
the action.

C. A director shall not be liable under this Arti-
cle if, in the exercise of ordinary care, he relied and
acted in good faith upon written financial state-
ments of the corporation represented to him to be
correct by the president or by the officer of such

- corporation having charge of its books of account,
or certified by an independent public or certified
public accountant or firm of such accountants fairly
to reflect the financial condition of such corporation,
nor shall he be so liable if, in the exercise of
ordinary care and good faith, in determining the
amount  available for such distribution, he con-
sidered the assets to be of their book value.

D. A director shall not be liable under this Arti-
cle if, in the exercise of ordinary care, he acted in
good faith and in reliance upon the written opinion
of an attorney for the corporation.

E. A director against whom a claim shall be
asserted under this Article and who shall be held
liable thereon shall be entitled to contribution from
persons who accepted or received such distribution
knowing such distribution to have been made in
violation of this Article, in proportion to the
amounts received by them respectively.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 2.26.]

Art. 1396-2.27. Charitable Corporations

A. Notwithstanding any provision in this Act or
in the articles of incorporation to the contrary (ex-
cept as provided in Section B), the articles of incor-
poration of each corporation which is a private
foundation described in- Section 509 of the Internal
Revenue Code of 19541 shall be deemed to contain
the following provisions: “The corporation shall
make distributions at such time and in such manner
as not to subject it to tax under Section 4942 of the
Internal Revenue Code of 1954;2% the corporation
shall not engage in any act of self-dealing which
would be subject to tax under Section 4941 of the
Code; ? the corporation shall not retain any excess
business holdings which would subject it to. tax
under Section 4943 of the Code;* the corporation
shall not make any investments which would subject
it to tax under Section 4944 of the Code; % and the
corporation shall not make any taxable expenditures
which would subject it to tax under Section 4945 of
the Code.” ¢ With respect to any such corporation
organized prior to January 1, 1970, this Section A
shall apply only for its taxable years beginning on
or after January 1, 1972,

B. The articles of incorporation of any corpora-
tion described in Section A may be amended to
expressly exclude the application of Section A, and
in the event of such amendment, Section A shall not
apply to such corporation.
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C. All references in this Article to “the Code”
are to the Internal Revenue Code of 1954, and all
references in this Article to specific sections of the
Code include corresponding provisions of any subse-
quent Federal tax laws.

[Acts 1971, 62nd: Leg., p. 889, ch. 119, § 1, eff. May 10,
1971.]

126 US.C.A. § 509.
226 US.C.A. § 4942,
326 U.S.C.A. § 4941.
426 US.C.A. § 4943,
526 US.C.A. § 4944,
626 U.S.C.A. § 4945,

Section 2 of the 1971 Act provided: “If any word, phrase, clause,
paragraph, sentence, part, portion or provision of this Act or the
application thereof to any person or circumstance shall be held to
be invalid or unconstitutional, the remainder of this Act shall
nevertheless be valid, and the Legislature hereby declares that this
Act would have been enacted without such invalid or unconstitu-
tional word, phrase, clause, paragraph, sentence, part, portion or
provision. All of the terms and-provisions of this Act are to be
liberally construed to effectuate the purposes, powers, rights,
functions and authorities herein set forth.”

Art. 1396-3.01.

A. Three (3) or more natural persons, two (2) of
whom must be citizens of the State of Texas, of the
age of eighteen (18) years or more may act as
incorporators of a corporation by signing and veri-
fying the articles of incorporation for such corpora-
tion and delivering -the original and :a copy of the
articles of incorporation to the Secretary of State.

Incorporators

B.- Any religious society, charitable, benevolent,
literary, or social association, or church may incor-
porate under this Act with the consent of a majority
of its members, who shall authorize the incorpora-
tors to execute the articles of ‘incorporation.

[Acts 1959, 56th Leg., p..286, ch. 162, art. 3.01. Amended
by Acts 1979, 66th Leg., p. 214, ch. 120, § 3, eff. May 9,
1979.]

Art. 1396-3.02.
~ A. The articles of incorporation shall set forth:

Articles of Incorporation

(1) The name of the corporation.

(2) A statement that the corporation is a non-prof-
it corporation. ’

(8) The period of duration, which may be perpetu-
al.

(4) The purpose or purposes for which the corpo-
ration is organized.

(5) If the corporation is to have no members, 2
statement to that effect.

(6) If the corporation is a church and the manage-
ment of its affairs is to be vested in its members
pursuant to Article 2.14C of this Act,! a statement
to that effect. ’

(7) Any provision, not inconsistent with law, in-
cluding any provision which under this Act is re-



29 TITLE 32 CORPORATIONS

quired or permitted to be set forth in the bylaws,
which the incorporators elect to set forth in the
articles of incorporation for the regulation of the
internal affairs of the corporation.

(8) The street address of its initial reglstered
office and the name of its initial reglstered agent at
such street address.

(9) The number of directors or trusteé‘s constitut-

ing the initial board of directors or trustees, and the’

names and addresses of the persons who are to
serve as the initial directors or trustees. A church
vesting management of its affairs in its members
pursuant to Article 2.14C of this Act may, in lieu of
providing for a board of directors or trustees, set
forth in the articles of incorporation the officers or
other body. designated pursuant to Article 2. 20D of
this Act.

(10) The name and street address of each mcorpo-‘

rator.

B. Provided that charters or articles of incorpo-
ration of corporations existing on the effective date
of this Act which do not contain one or more of the
requirements listed in the foregoing Section need
not be amended for the purposé of meeting such
requirements. Any subsequent amendment or re-
statement of the articles of incorporation of such
corporation shall include such requirements, except
that it shall not be necessary, in such amended or
restated articles, to include the information required
_ in Subsections (8), (9), and (10) of Section A.

_C. 1t shall not be necessary to set forth in the
articles of incorporation any of the corporate pow-
ers enumerated-in this Act. .

D. Unless the articles of incorporation provide
that a change in the number of directors or trustees
shall be made only by amendment to the articles of
incorporation, a change in the number of directors
or trustees made by amendment to the by-laws shall
be controlling. In all other cases, whenever a provi-
sion of the articles of incorporation is inconsistent
with a by-law, the provision of the articles of incor-
poration shall be controlling.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 3.02. Amended
by Acts 1965, 59th Leg., p. 1294, ch. 697, § 1, eff. Aug. 30,
1965.]

"1 Article 1396-2.14C.

Art. 1396-3.03. Filing of Articles of Incorpora-
tion

A. The original and a copy of the articles of
incorporation shall be delivered to the Secretary of
State. If the Secretary of State finds that the
articles of incorporation conform to law, he shall,
when all fees have been paid as required by law:

(1) Endorse on the original and the copy the word
“Filed”, and the month, day, and year of the filing
thereof.

Art. 1396-3.05

"(2) File the original in his office.

(3) Issue a certificate of incorporation to which he
shall affix the copy.

B. The certificate of incorporation, together with
the copy of the articles of incorporation affixed
thereto by the Secretary of State shall be delivered
to the incorporators or their representatives.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 3.03. Amended
by Acts 1979, 66th Leg., p. 214, ch. 120, § 4, eff May 9,
1979.]

Art, 1396-3.04. Effect of Issuance of Certificate
of Incorporation

A. Upon the issuance of the certificate of incor-
poration, the corporate existence shall begin, and
such certificate of incorporation shall be conclusive
evidence that all conditions precedent required to be
performed by the incorporators have been complied
with, and that the corporation has been incorporated
under this Act, except as against the State in a
proceeding for involuntary dissolution.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 3.04.]

Art. 1396-3.05.

A. After the issuance of the certificate of incor-
poration, an organization meeting of the board of
directors named in the articles of incorporation shall
be held, either within or without this State, at the
call of a majority of the incorporators, for the
purpose of adopting by-laws, electing officers, and
for such other purposes as may come before the
meeting. The incorporators calling the meeting
shall give at least three (3) days’ notice thereof by
mail to each director named in the articles of incor-
poration, which notice shall state the time and place
of the meeting.

Organization Meeting

B. A first meeting of the members may be held
at the call of the directors, or a majority of them,
upon at least three (3) days’ notice, for such pur-
poses as shall be stated in the notice of the meeting.

C. If the management of a church is vested in
its members pursuant to Article 2.14C of this Act,!
the organization meeting shall be held by the mem-
bers upon the call of a majority of the incorpora-
tors. The incorporators calling the meeting shall (a)
give at least three (8) days’ notice by mail to each
member stating the time and place of the meeting,
or shall (b) make an oral announcement of the time
and place of meeting at a regularly scheduled wor-
ship service prior to such meeting, or shall (¢) give
such notice of the meeting as may be provided for in
the articles of incorporation.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 3.05.]
1 Article 1396-2.14C.
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Art. 1396-4.01. Right to Amend Articles of In-
corporation

A. A corporation may amend its articles of incor-
poration from time to time, in any and as many
respects -as may be desired, so long as its articles of
incorporation as amended contain only such provi-
sions as are lawful under this Act.-

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 4.01.]

Art. 1396-4.02. Procedure to Amend Articles of
Incorporation

A. Amendments to the articles of incorporation
may be made in the following manner:

(1) Where there are members having voting
rights, the board of directors shall adopt a resolu-
tion setting forth the proposed amendment and di-
recting that it be submitted to a vote at a meeting
of members having voting rights, which may be
either an annual or a special meeting. Written or
printed notice setting forth the proposed amend-
ment or a summary of the changes to be effected
thereby shall be given to each member entitled to
vote at such meeting within the time and in the
manner provided in this Act for the giving of notice
of meetings of members. The proposed amendment
shall be adopted upon receiving at least two-thirds
of the votes which members present at such meet-
ing in person or by proxy are entitled to cast, unless
any class of members is entitled to vote as a class
thereon by the terms of the articles of incorporation
or of the by-laws, in which event the proposed
amendment shall not be adopted unless it also re-
ceives at least two-thirds of the votes which the
members of each such class who are present at such
meeting in person or by proxy are entitled to cast.

(2) Where there are no members, or no members
having voting rights, an amendment shall be
adopted at a meeting of the board of directors upon
receiving the vote of a majority of the directors in
office.

(3) Where the management of the affairs of the
corporation is vested in the members pursuant to
Article 2.14C of this Act,! the proposed amendment
shall be submitted to a vote at a meeting of mem-
bers which may be an annual, a regular, or a special
meeting. Except as otherwise provided in the arti-
cles of incorporation or the by-laws, notice setting

forth the proposed amendment or a summary of the '

changes to be effected thereby shall be given to the
members within the time and in the manner provid-
ed in this Act for the giving of notice of meetings of
members. The proposed amendment shall be
adopted upon receiving at least two-thirds of the
votes of members present at such meeting.
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B. Any number of amendments may be sub-
mitted and voted upon at any one meeting.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 4.02.]
1 Article 1396-2.14C. : '

Art. 1396-4.03. Articles of Amendment

A. The articles of amendment shall be executed
by the corporation by its president or by a vice-pres-
ident and by its secretary or an assistant secretary,
and verified by one of the officers signing such
articles, and shall set forth:

(1) The name of the corporation.

(2) If the amendment alters any provision of the
original or amended articles of incorporation, an
identification by reference or description of the al-
tered provision and a statement of its text as it is
amended to read. If the amendment is an addition
to the original or amended articles of incorporation,
a statement of that fact and the full text of each
provision added.

(3) Where there are members having voting
rights, (1) a statement setting forth the date of the
meeting of members at which the amendment was
adopted, that a quorum was present at such meet-
ing, and that such amendment received at least
two-thirds of the votes which members present at
such meeting in person or by proxy were entitled to
cast, as well as, in the case of any class entitled to
vote as a class thereon by the terms of the articles
of incorporation or of the by-laws, at least two-
thirds of the votes which members of any such class
who were present at such meeting in person or by
proxy were entitled to cast, or (2) a statement that
such amendment was adopted by a consent in writ-
ing signed by all members entitled to vote with
respect thereto. ’

(4) Where there are no members, or no members
having voting rights, a statement of such fact, the
date of the meeting of the board of directors at
which the amendment was adopted, and a statement
of the fact that such amendment received the vote
of a-majority of the directors in office. :
[Acts 1959, b6th Leg., p. 286, ch. 162, art. 4.03. Amended.
by Acts 1979, 66th Leg., p. 214, ch. 120, § 5, eff. May 9,
1979.]

Art. 1396-4.04. Filing of Articles of Amendment

A. The original and a copy of the articles of
amendment shall be delivered to the Secretary of
State. If the Secretary of State finds that the
articles of amendment conform to law, he shall,
when all fees have been paid as in this Act pre-
scribed:

(1) Endorse on the original and the copy the word
“Filed”, and the month, day, and year of the filing
thereof. :

(2) File the original in his office.
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(8) Issue a certificate of amendment to which he
shall affix the copy.

B. The certificate of amendment, together with
the copy of the articles of amendment affixed there-
to by the Secretary of State, shall be delivered to
the corporation or its representative.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 4.04. Amended

by Acts 1979, 66th-Leg., p. 215, ch. 120, § 6, eff. May 9,
1979.]

Art. 1396-4.05. Effect of Certificate of Amend-
ment

A. Upon the issuance of the certificate of
amendment by the Secretary of State, the amend-
ment shall become effective and the articles of
incorporation shall be deemed to be amended ac-
cordingly.

B. No amendment shall affect any existing
cause of action in favor of or against such corpora-
tion, or any pending suit to which such corporation
shall be a party, or the existing rights of persons
other than members; and, in the event the corpo-
rate name shall be changed by amendment, no suit
brought by or -against such'corporation under its
former name shall abate for that reason.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 4.05.]

Art. 1396-4.06. Restated Articles of Incorpora-
tion ‘

A. A corporation may, by following the proce-
dure to amend the articles of incorporation provided
by this Aect, authorize, execute and file restated
articles of incorporation which may restate either:

(1) The entire text of the articles of incorporation
as amended or supplemented by all certificates of
amendment previously issued by the Secretary of
State; or

(2) The entire text of the articles of incorporation
as amended or supplemented by all certificates of
amendment previously issued by the Secretary of
State, and as further amended by such restated
articles of incorporation.

B. If the restated articles of incorporation re-
state the entire articles of incorporation as amended
and supplemented by all certificates of amendment
previously issued by the Secretary of State, without
making any further amendment thereof, the intro-
ductory paragraph shall contain a statement that
the instrument accurately copies the articles of in-
corporation and all amendments thereto that are in
effect to date and that the instrument contains no
change in the provisions thereof, provided that the
number of directors then constituting the board of
directors and the names and addresses of the per-
sons then serving as directors may be inserted in
lieu of similar information concerning the initial
board of directors, and the name and address of
each incorporator may be omitted; ‘and provided

delivered to the Secretary of State.
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further that, if the management of a church is
vested in its members pursuant to Article 2.14C of
this Act! and if, under that Article, original articles
of incorporation are not required to contain a state-
ment to that effect, any restatement of the articles
of incorporation shall contain a statement to that
effect. )

C. 1If the restated articles of incorporation re-
state the entire articles of incorporation as amended
and supplemented by all certificates of amendment
previously issued by the Secretary of State, and as
further amended by such restated articles of incor-
poration, the instrument containing such articles
shall:

(1) Set forth, for any amendment made by such
restated articles of incorporation, a statement that
each such amendment has been effected in conform-
ity with the provisions of this Act, and shall further
set forth the statements required by this act to be
contained in articles of amendment, provided that
the full text of such amendments need not be set
forth except in the restated articles of incorporation
as so amended.

(2) Contain a statement that the instrument accu-
rately copies the articles of incorporation and all
amendments thereto that are in effect to date and
as further amended by such restated articles of
incorporation and that the instrument contains no
other change in any provision thereof; provided
that the number of directors then constituting the
board of directors and the names and addresses of
the persons then serving as directors may be insert-
ed in lieu of similar information concerning the
initial board of directors, and the names and ad-
dresses of each incorporator may be omitted; and
provided further that, if the management of a
church is vested in its members pursuant to Article
2.14C of this Act, and if, under that Article, original
articles of incorporation are not required to contain
a statement to that effect, any restatement of the

articles of incorporation shall contain a statement to

that effect. :

(8) Restate the text of the entire articles of incor-
poration as amended and supplemented by all certif-
icates of amendment previously issued by the Secre-
tary of State and as further amended by the re-
stated articles of incorporation.

D. . Such restated articles of incorporation shall

_be executed by the corporation by its president or a

vice-president and by its secretary or an assistant
secretary, and shall be verified by one of the' offi-
cers signing such articles. The original and a copy
of the restated articles of incorporation shall be
If the Secre-
tary of State finds that the restated articles of
incorporation conform to law, he shall, when the
appropriate filing fee is paid as required by law:
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(1) Endorse on the original and the copy the word
“Filed”, and the month, day, and year of the filing
thereof.

(2) File the ériginal in his office.

(8) Issue a restated certificate of incorporation to
which he shall affix the copy.

E. The restated certificate of incorporation, to-
gether with the copy of the restated articles of
incorporation affixed thereto by the Secretary of
State, shall be delivered to the corporation or its
representative. ~

F. Upon the issuance of the restated certificate
of incorporation by the Secretary of State, the origi-
nal articles of incorporation and all amendments
thereto shall be superseded and the restated articles
of incorporation shall be deemed to be articles of
incorporation of the corporation.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 4.06. Amended
by Acts 1979, 66th Leg., p. 215, ch. 120, § 7, eff. May 9,
1979; Acts 1981, 67th Leg., p. 832, ch, 297, § 2, eff. Aug.
31, 1981.]

1 Article 1396-2.14C.

Art. 1396~5.01. Procedure for Merger of Domes-
tic Corporations

A. Any two or more domestic corporations may
merge into one of such corporations pursuant to a
plan of merger approved in the manner provided in
this Act.

B. Each corporation shall adopt a plan of merger
sefting forth:

(1) The name of the corporation proposing to
merge.

(2) The name of the corporation into which they
propose to merge, which is hereinafter designated
as the surviving corporation.

(3) The terms and conditions of the proposed
merger. ,

(4) A statement of any changes in the articles of
incorporation of the surviving corporation to be
affected by such merger.

“(6) Such other provisions with respect to the pro-
posed merger as are deemed necessary or desirable.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 5.01.]

Art. 1396-5.02. Procedure for Consolidation of
Domestic Corporations

A. Any two or more domestic corporations may
consolidate into a new corporation pursuant to a
plan of consolidation approved in the manner provid-
ed in this Act.

B. Each corporation shall adopt a plan of consol-
idation setting forth:

(1) The names of the corporations proposing to
consolidate. :
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(2) The name of the new corporation into which
they propose to consolidate, which is hereinafter
designated as the new corporation.

(8) The terms and conditions of the proposed con-
solidation.

(4) With respect to the new corporation, all of the
statements required to be set forth in articles of
incorporation for corporations organized under this
Act.

(5) Such other provisions with respect to the pro-
posed consolidation as are deemed necessary or
desirable. ’

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 5.02.]

Art. 1396-5.03. Approval of Merger or Consoli-
dation of Domestic Corporations

A. A plan of merger or consolidation of domiestic
corporations shall be adopted in the following man-
ner: :

(1) Where the members of any merging or consol-
idating corporation have voting rights, the board of
directors of such corporations shall adopt a resolu-
tion approving the proposed plan and directing that
it be submitted to a vote at the meeting of members
having voting rights, which may be either an annual
or a special meeting. = Written or- printed mnotice
setting forth the proposed plan or a summary there-
of shall be given to each member entitled to vote at
such meeting within the time and in the manner
provided in this Act for the giving of notice of
meetings of members. The proposed plan shall be
adopted upon receiving at least two-thirds of the
votes which members present at such meeting in
person or by proxy are entitled to cast, unless any
class of members is entitled to vote as a class
thereon by the terms of the articles of incorporation
or of the by-laws, in which event as to such corpora-
tions the proposed plan shall not be adopted unless
it also receives at least two-thirds of the votes
which-members of each such class who are present
at such meeting in person or by proxy are entitled
to cast.

(2) Where any merging or consolidating corpora-
tion has no members, or no members having voting
rights, a plan of merger or consolidation shall be
adopted at a meeting of the board of directors of
such eorporation upon receiving the vote of a major-
ity of the directors in office.

(8) Where the management of the affairs of any
merging or consolidating corporation is vested in its
members pursuant to Article 2.14C of this Act,! the
proposed plan shall be submitted to a vote at a.
meeting of the members, which may be an annual, a
regular, or a special meeting. Except as otherwise
provided in the articles of incorporation or the by-
laws, notice setting forth the proposed plan or a
summary thereof shall be given to the members
within the time and in the manner provided in this



33 TITLE 32 CORPORATIONS

Act for the giving of notice of meetings of mem-
bers. The proposed plan shall be adopted upon
receiving at least two-thirds of the votes of the
members present at such meeting.

B. After such approval, and.at any time prior to
the filing of the articles of merger or consolidation,
the merger or consolidation may be abandoned pur-
suant to provisions therefor, if any, set forth in the
plan of merger or consolidation.

[Acté 1959, 56th Leg., p. 286, ch. 162, art. 5.03.]
1 Article 1396-2.14C.

Art. 1396-5.04. Articles of Merger or Consolida-
tion of Domestic Corporations

A. Upon such approval, articles of merger or
articles of consolidation shall be executed by each
corporation by its president or a vice-president and

- by its secretary or an assistant secretary, and veri-
fied - by one of the officers of each corporation
signing such articles, and shall set forth:

(1) The plan of merger or the plan of consolida-
tion.

(2) Where the members of any merging or consol-
idating corporation have voting rights, then as to
each corporation (a) a statement setting forth the
date of the meeting of members at which the plan
was adopted, that a quorum was present at such
meeting, and that such plan received at least two-
thirds of the votes which members present at such
meeting in person or by proxy were entitled to cast,
as well as, in the case of any class entitled to vote
as a class thereon by the terms of the articles of
incorporation or of the by-laws, at least two-thirds
of the votes which members of any such class who
were present at such meeting in person or by proxy
were entitled to cast, or (b) a statement that such
amendment was. adopted by a cotisent in writing
signed by all members entitled to vote with respect
thereto.

() Where any merging or consolidating corpora-
tion has no members, or no members having voting
rights, then as to each such corporation a statement
of such fact, the date of the meeting of the board of
directors at which the plan was adopted and a
statement of the fact that such plan received the
vote of a majority of the directors in office.

B. The original and a copy of the articles of
merger or articles of consolidation shall be delivered
to the Secretary of State. If the Secretary of State
finds that such articles conform to law, he shall,
when all fees have been paid as in this Act pre-
scribed:

(1) Endorse on the original and the copy the word
“Filed,” and the month, day and year of the filing
thereof.

(2) File the original in his office.

Art. 1396-5.06

(3) Issue a certificate of merger or-a certificate of
consolidation to which he shall affix the copy.

C. The certificate of merger or certificate of
consolidation, together with the copy of the articles
of merger or articles of consolidation affixed there-
to by the Secretary of State, shall be returned to the
surviving or new corporation, as the case may be, or
its representative.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 5.04. Amended
by Acts 1979, 66th Leg., p. 216, ch. 120, § 8, eff. May 9,
1979.]

Art. 1396-5.05. Effective Date of Merger or Cbn-
solidation of Domestic Corporations

A. Upon the issuance of the certificate of merg-
er or the certificate of consolidation by the Secre-
tary of State, the merger or consolidation of domes-
tic corporations shall be effected.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 5.05.]

Art. 1396-5.06. Effect of Merger or Consolida-
tion of Domestic Corporations

A. When such merger or consolidation of domes-
tic corporations has been effected:

(1) The several corporations parties to the plan of
merger or consolidation shall be a single corpora-
tion, which, in the case of a merger, shall be that
corporation designated in the plan of merger as the
surviving corporation, and, in the case of consolida-
tion, shall be the new corporation provided for in
the plan of consolidation.

(2) The separate existence of all corporations par-
ties to the plan of merger or consolidation, except
the surviving or new corporation, shall cease.

(3) Such surviving or new corporation shall have
all the rights, privileges, immunities and powers and
shall be subject to all the duties and liabilities of a
corporation organized under this Act.

(4) Such surviving or new corporation shall there-
upon and thereafter possess all the rights, privileg-
es, immunities and franchises, as well of a public as
of a private nature, of each of the merging or
consolidating corporations; and all property, real,
personal and mixed, and all debts due on whatever
account, and all other choses in action, and all and
every other interest, of or belonging to or due to
each of the corporations so merged or consolidated,
shall be taken and deemed to be transferred to and
vested in such single corporation without further
act or deed.

(5) Such surviving or new corporation shall
thenceforth be responsible and liable for all the
liabilities and obligations of each of the corporations
so merged or consolidated; and any claim existing
or action or proceeding pending by or against any of
such corporations may be prosecuted as if such
merger or consolidation had not taken place, or such
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surviving or new corporation may be substituted in
its place. Neither the rights of creditors nor any
liens upon the property of any such corporations
shall be impaired by such merger or consolidation.

(6) In the case of a merger, the articles of incor-
poration of the surviving corporation shall be
deemed to be amended to the extent, if any, that
changes in its articles of incorporation are stated in
the plan of merger; and, in the case of a consolida-
tion, the statements set forth in the articles of
consolidation and which are required or are permit-
ted to be set forth in the articles of incorporation of
corporations organized under this Act shall be
deemed to be the articles of incorporation of the
new corporation.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 5.06.]

Art. '1396—5.07. Merger or Consolidation of
Domestic and Foreign Corporations

A. One or more foreign corporations and one or
more domestic corporations may be merged or con-
solidated, if such merger or consolidation is permit-
ted by the laws of the State under which each such
foreign corporation is organized. In the case of
merger, the surviving corporation may be any one
of the constituent ¢orporations and shall be deemed
to continue to-exist under the laws of the state of
its incorporation. In the case of consolidation, the
new corporation may be a corporation organized
under the laws of any state under which any of the
constituent corporations was organized.

B. Such merger or consolidation shall be carried
out in the following manner:

(1) Each domestic corporation shall comply with
the provisions of this Act with respect to merger or
consolidation, as the case may be, of domestic corpo-
rations, except that if the surviving or new corpora-
tion is to be a foreign corporation, the plan of
merger or consolidation shall specify the state un-
der whose laws such surviving or new corporation is
to be governed and the post office address of the
registered or principal office of such surviving or
new corporation in the state under whose laws it is
to be governed; provided, however, that no domes-
tic corporation shall be merged or consolidated with
a foreign corporation unless and until a resolution
authorizing such merger or consolidation shall re-
ceive, at a meeting of members of the domestic
corporation, called and conducted in the same man-
ner as provided by Article 5.03 of this Act, at least
two-thirds: (%) of the votes which members present
at such meeting in person or by proxy are entitled
to cast, and provided further that if any class of
members is entitled to vote as a class thereon by the
terms of the articles of incorporation or of the
by-laws, as to such corporation the resolution shall
not be adopted unless it shall also receive at least
two-thirds of the votes which members of each such
class who are present at such meeting in person or
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by proxy are entitled to cast, and provided further

that if such a domestic corporation has no members,
or no members-having voting rights, the plan of
merger or consolidation shall be adopted at a meet-
ing of the board of directors of such corporation
upon receiving the vote of a majority of the di-
rectors in office.

(2) If the surviving or new corporation, as the
case may be, is a foreign corporation, it shall com-
ply with the provisions of this Act with respect to
foreign corporations if it is to transact business in
this State, and in every case it shall file with the
Secretary of State of this State:

(2) An agreement that it may be served with
process in this State in any proceeding for the
enforcement of any obligation of any domestic cor-
poration which was a party to such merger or
consolidation. ‘

(b) An irrevocable appointment of the Secretary
of State of this State as its agent to accept service
of process in any such proceeding.

(8) Upon compliance by each domestic and for-
eign corporation which is a party to the merger or
consolidation with the provisions of this Act with
respect to merger or consolidation, and upon is-
suance by the Secretary of State of this State of the
certificate of merger or the certificate of consolida-
tion provided for in this Act, the merger or consoli-
dation shall be effected.in this State.

C. The effect of such merger or consolidation
shall be the same as in the case of the merger or
consolidation of domestic corporations, if the surviv-
ing or new corporation is a domestic corporation. If
the surviving or new corporation is a foreign corpo-
ration, the effect of such merger or consolidation
shall be the same as in the case of the merger or
consolidation of domestic corporations except in so
far as the laws of such other state provide other-
wise.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 5.07. Amended
by Acts 1981, 67th Leg., p. 832, ch. 297, § 3, eff. Aug. 31,
1981.] '

Art, 1396-5.08. Conveyance by Corporation

A. Any corporation may convey land by deed,
with or without the seal of the corporation, signed
by the president or vice-president or attorney in fact
of the corporation when authorized by appropriate
resolution of the board of directors or members.
Such deed, when acknowledged Ly such officer or
attorney in fact to be the act of the corporation, or
proved in the manner prescribed for other convey-
ances of lands, may be recorded.in like manner and
with the same effect as other deeds.. Any such
deed when recorded, if signed by the president or
any vice-president of the corporation, shall consti-
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tute prima facie evidence that such resolution of the
board of directors or members was duly adopted.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 5.08.]

Art. 1396-5.09. Sale, Lease or Exchange of As-
sets

A. A sale, lease or exchange of all, or substan-
tially all, the property and assets of a corporation,
may be made upon such terms and conditions and
for such consideration, which may consist in whole
or in part of money or property, real or personal,
including shares of any corporation for profit,
domestic or foreign, as may be authorized in the
following manner: ‘

(1) Where there are members having voting
rights, the board of directors shall adopt a resolu-
tion recommending such sale, lease, or exchange,
and directing the submission thereof to a vote at a
meeting of members having voting rights, which
may be either an annual.or a special meeting. Writ-
ten or printed notice stating that the purpose, or
one of the purposes, of such meeting is to consider
the sale, lease, or exchange of all, or substantially
all, the property and assets of the corporation shall
be given to each member entitled to vote at such
meeting, within the time and in the manner provided
by this Act for the giving of notice of meetings of
members. At such meeting the members may au-
thorize such sale, lease, or exchange, and may fix,
or may authorize the board of directors to fix, any
or all of the terms and conditions thereof and the
consideration to be received by the corporation
therefor. Such authorization shall require ‘at least
two-thirds (%) of the votes which members present
at such meeting in person or by proxy are entitled
to cast, unless any class of members is entitled to
vote as a class thereon by the terms of the articles
of incorporation or of the by-laws in which event
such authorization shall also require at least two-
thirds (%) of the votes which members of each such
class who are present at such meeting in person or
by proxy are entitled to cast. - After such authoriza-
tion by vote of members, the board of directors,
nevertheless, in its discretion, may abandon such
sale, lease, or exchange of assets, subject to the
rights of third parties under any contracts relating
thereto, without further action or approval by mem-
bers.

(2) Unless otherwise provided in the articles of
incorporation, where there are no members, or no
members having voting rights, a sale, lease, or
exchange of all, or substantially all, the property
and assets of a corporation shall be authorized upon
receiving the vote of a majority of the directors in
office. :

(8) Where the management of the affairs of a
corporation vested in its members pursuant to Arti-
cle 2.14C of this Act,! a resolution ‘authorizing such
sale, lease, or exchange shall be submitted to a vote

Art. 1396-6.01

at a meeting of the members, which may be an
annual, a regular, or a special meeting. Except as
otherwise provided in the articles of incorporation

-or the by-laws, notice stating that the purpose or

one of the purposés of such meeting is to consider
the sale, lease, or exchange of all, or substantially
all, the property and assets of the corporation shall
be given to the members, within the time and in the
manner provided by this Act for the giving of notice
of meetings of members. At such meeting, the
members may authorize such sale, lease, or ex-
change, and may fix, or authorize one or more of its
members to fix, any or all of the terms and condi-
tions thereof and the consideration to be received by
the corporation therefor. Such authorization shall
require at least two-thirds of the votes of the mem-
bers present at such meeting.

(4) Except as otherwise provided in the articles of
incorporation, the board of directors may authorize
any pledge, mortgage, deed of trust, or trust inden-
ture and no authorization or consent of members
shall be required for the validity thereof or for any
sale pursuant to the terms thereof; provided that
where the management of the affairs of the corpo-
ration is vested in its members pursuant to Article
2.14C of this Act, the members may authorize any
pledge, mortgage, deed of trust, or trust indenture
in the same manner as provided in Subsection (3) of
this Section, and no authorization by the board of
directors shall be required for the validity thereof
or for any sale pursuant to the terms thereof.

(56) Notwithstanding the provisions of Subsection
(1) of this Section, when the corporation is insolvent,
a sale, lease, or exchange of all, or substantially all,
the property and assets of a corporation shall be
authorized upon receiving the vote of a majority of
the directors in office.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 5.09.]

1 Article 1396-2.14C.

Ait. 1396-6.01. Voluntary Dissolution

A. A corporation may dissolve and wind up its
affairs in the following manner:

(1) Where there are members having voting
rights, the board of directors shall adopt a resolu-
tion recommending that the corporation be dis-
solved, and directing that the question of such disso-
Iution be submitted to a vote at a meeting of mem-
bers having voting rights, which may be either an
annual or a special meeting. Written or printed
notice stating that the purpose, or one of the pur-
poses, of such meeting is to consider the advisability
of dissolving the corporation, shall be given to each
member entitled to vote at such meeting, within the
time and in the manner provided in this Act for the
giving of notice of meetings of members. A resolu-
tion to dissolve the corporation shall be adopted
upon receiving at least two-thirds of the votes which
members present at such meeting in person or by
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proxy are entitled to cast, unless any class of mem-
bers is entitled to vote as a class thereon by the
terms of the articles of incorporation or of the
by-laws, in which event the resolution shall not be
adopted unless it also receives at least two-thirds of
the votes which members of each such class who
are present at such meeting in person or by proxy
are entitled to cast.

(2): Where there are no members, or no members
having voting rights, the dissolution of the corpora-
tion shall be authorized at a meeting of the board of
directors upon the adoption of a resolution to dis-
solve by the vote of a majority of the directors in
office.

(8) Where the management of the affairs of the
corporation is vested in the members pursuant to
Article 2.14C of this Act,! a resolution that the
corporation be dissolved shall be submitted to a vote
at a meeting of members, which may be an annual,
a regular, or a special meeting. Except as other-
wise provided in the articles of incorporation or the
by-laws, notice stating that the purpose or one of
the purposes of such meeting is to consider the
advisability of dissolving the corporation shall be
given to the members, within the time and in the
manner provided in this Act for the giving of notice
of meetings of members. A resolution to dissolve
the corporation shall be adopted upon receiving at
least two-thirds of the votes of members present at
such meeting.

B. Upon the adoption of such resolutlon by the
members, or by the board of directors where there
are no members or no members having voting
rights, the corporation shall cease to conduct its
affairs except in so far as may be necessary for the
winding up thereof, shall immediately cause a notice
of the proposed dissolution to be mailed to each
known creditor of and claimant against the corpora-
tion, and shall proceed to collect its assets and apply
and distribute them as provided in this Act.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 6.01.]
1 Article 1396-2.14C.

Art. 1396-6.02. Application and Distribution of
Assets

A. The assets of a corporation in the process of
dissolution shall be applied and distributed as fol-
lows:

(1) All liabilities and obligations of the corpora-
tion shall be paid, satisfied and discharged; in case
its property and assets are not sufficient to satisfy
or discharge all the corporation’s liabilities and obli-
gations, the corporation shall apply them so far as
they will go to the just and equitable payment of
the liabilities and obligations.

(2) Assets held by the corporation upon condltlon
requiring return, transfer or conveyance, which con-
dition occurs by reason of the dissolution, shall be
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returned, transferred or conveyed in accordance
with such requirements,

(8) Assets received and held by the corporation
subject to limitations permitting their use only for
charitable, religious, eleemosynary, benevolent, edu-
cational or similar purposes, but not held upon a
condition requiring return, transfer of conveyance
by reason of the dissolution, -together with any
income earned thereon shall be transferred or:con-
veyed to one or more domestic or foreign corpora-
tions, societies or organizations engaged in activi-
ties substantially similar to those of the dissolving
corporation, pursuant to a plan of distribution
adopted as provided in this Act.

(4) Other assets, if any, shall be distributed in
accordance with the provisions of the articles of
incorporation or the by-laws to the extent that the
articles of incorporation or by-laws determine the
distributive rights of members, or any class or
classes of members; or provide for distribution to
others.

(5) Any remaining assets may be distributed to
such persons, societies, organizations or domestic or
foreign corporations, whether for profit or not for
profit, as may be specified in a plan of distribution
adopted as provided in this Act.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 6.02.]

Art. 1396-6.03.

A. A plan providing for the distribution of as-
sets, not inconsistent with the provisions-of this Act,
may be adopted by a corporation in the process of
dissolution and shall be adopted by a corporation for
the purpose of authorizing any transfer or convey-
ance of assets for which this Act requires a plan of

Plan of Distribution

“distribution, in the following manner:

(1). Where there are members having voting
rights, the board of directors shall adopt a resolu-
tion recommending a plan of distribution and direct-
ing the submission thereof to a vote at a meeting of
members having voting rights, which may be either
an annual or a special meeting. Written or printed
notice setting forth the proposed plan of distribu-
tion or a summary thereof shall be given to each
member.entitled to vote at such meeting, within the

‘time and in the manner provided in this Act for the

giving of notice of meetings of members. Such
plan of distribution shall be adopted upon receiving
at least two-thirds (%) of the votes’ which members
present at such meeting in person or by proxy are
entitled to cast, unless any class’ of members is
entitled to vote as a class thereon by the terms of
the articles of incorporation or of the by-laws, in
which event the proposed plan shall not be adopted
unless it also .receives at least two-thirds of the
votes which .members of each such class who are
present at such meeting in person or by proxy are
entitled to cast.
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(2) Where there are no members, or no members
having voting rights, a plan of distribution' shall be
adopted at a meeting of the board of directors upon
receiving the vote of a majority of the directors in
office. :

(3) Where the manage.nent of the affairs of the
corporation is vested in its members pursuant to
Article 2.14C of this Act,! a proposed plan of distri-
bution shall be submitted to a vote at a meeting of
the members, which may be an annual, a regular, or
a special meeting. Except as otherwise provided in
the articles of incorporation or the by-laws, notice
setting forth the proposed plan of distribution or a
summary thereof shall be given to the members
within the time and in the manner provided in this
Act for the giving of notice of meetings of mem-
bers. Such plan of distribution shall be adopted
upon receiving at least two-thirds of the votes of the
members present at such meeting.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 6.03.]
1 Article 1396-2.14C.

Art. 1396-6.04. Revocation of Voluntary Dissolu-
tion Proceedings

A. A corporation may, at any time prior to the

issuance of a certificate of dissolution by the Secre- .

tary of State, revoke the action theretofore taken to
dissolve the corporation, in the following manner:

(1) Where there are members having voting
rights, the board of directors shall adopt a resolu-
tion recommending that the voluntary dissolution
proceedings be revoked, and directing that the ques-
tion of such revocation be submitted to a vote at a
meeting of members having voting rights, which
may be either an annual or a special meeting. Writ-
ten or printed notice stating that the purpose, or
one of the purposes, of such meeting is to consider
the advisability of revoking the voluntary dissolu-
tion proceedings, shall be given to each member
entitled to vote at such meeting, within the time and
in-the manner provided in this Act for the giving of
notice of meetings of members. A resolution to
revoke the voluntary dissolution proceedings shall
be adopted upon receiving at least two-thirds (%) of
the votes which members present’at such meeting
in person or by proxy are entitled to cast, unless
any class of members is entitled to vote as a class
thereon by the terms of the articles of incorporation
or of the bylaws, in which event the proposed
resolution shall not be adopted unless it also re-
ceives at least two-thirds (%) of the votes which
members of each such class who-are present at such
meeting in person or by proxy are entitled to cast.

(2) Where there are no members, or no members
having voting rights, a resolution to revoke the
voluntary dissolution proceedings shall be adopted
at a meeting of the board of directors upon receiv-
ing the vote of a majority of the directors in office.
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(3) Where the management of the affairs of the
corporation is vested in its members pursuant to
Article 2.14C of this Act,! a resolution that the
voluntary dissolution proceedings be revoked shall
be submitted to a vote at a meeting of the members, .
which may be an annual, a regular, or a special
meeting. Except as otherwise provided in the arti-
cles of incorporation or the by-laws, notice stating
that the purpose, or one of the purposes, of such
meeting is to consider the advisability of revoking
the voluntary dissolution proceedings shall be given
to the members, within the time and in the manner
provided in this Act for the giving of notice of
meetings of members. A resolution to revoke the
voluntary dissolution proceedings shall be adopted
upon receiving at least two-thirds (%s) of the votes of
the members present at such meeting. :

B. Upon the adoption of such resolution by the
members, or by the board of directors where there
are no members or no members having voting
rights, ‘the corporation may thereupon again con-
duct its affairs. ’

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 6.04.]
1 Article 1396-2.14C.

Art. 1396-6.05. Article of Dissolution

A. If voluntary.dissolution proceedings have not
been-revoked, then when all debts, liabilities and
obligations of the corporation have been paid and
discharged, or adequate provision has been made
therefor, or, in case its property and assets are not
sufficient to satisfy and discharge all the corpora-
tion’s liabilities and obligations, then when all the
property and assets have been applied so far as
they will go to the just and equitable payment of
the corporation’s liabilities and obligations, and all
of the remaining property and assets of the corpora-
tion have been transferred, conveyed or distributed
in accordance with the provisions of this Act, arti-
cles of dissolution shall be executed by the corpora-
tion by its president or a vice-president, and by its
secretary or an assistant secretary, and verified by
one of the officers signing such statement, which
statement shall set forth:

(1) The name of the corporation.

(2) Where there are members having voting
rights, (a) a statement setting forth the date of the
meeting of members at which the resolution to
dissolve was adopted, that a quorum was present at
such meeting, and that such resolution received at
least two-thirds- (¥s) of the votes which members
present at such meeting in person or by proxy were
entitled to cast, as well as, in the case of any class
entitled to vote as a class thereon by the terms of
the articles of incorporation or of the by-laws, at
least two-thirds (%5) of the votes which members of
any such class who were present at such meeting in
person or by proxy were entitled to cast, or (b) a
statement that such resolution was adopted by a
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consent in writing signed by all members entltled to
vote with respect thereto.

(3) Where there are no members, or no members
having voting rights, a statement of such fact, the
date of the meeting of the board of directors at
which the resolution to dissolve was adopted and a
statement of the fact that such resolution received
the vote of a majority of the directors in office.

(4) That all debts, obligations, and liabilities of
the corporation have been paid and discharged or
that adequate provision has been made therefor, or,
in case the corporation’s property and assets were
not sufficient to satisfy and discharge all its liabili-
ties and obligations, that all the property and assets
have been applied so far as they would go to the
payment thereof in a just and equitable manner and
that no property or assets remained available for
distribution among its members.

(5) That all the remaining property and assets of
the corporation have been transferred, conveyed or
distributed in accordance with the provisions of this
Act; provided, however, that if assets were received
and held by the corporation subject to limitations
permitting their use only for charitable, religious,
eleemosynary, benevolent, educational or similar
purposes, but not held upon a condition requiring
return, transfer or conveyance by reason of the
dissolution, there shall also-be set forth a copy of
the plan of distribution adopted as provided in this
Act for the distribution of such assets, and a state-

ment that distribution has been effected in accord-

ance with such plan.

(6) That there are no suits pendmg agamst the
corporation in any court, or that adequate provision
has been made for the satisfaction of any judgment,
order or decree which may be entered against it in
any pending suit.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 6.05. Amended
by Acts 1979, 66th Leg., p. 216, ch. 120, § 9, eff. May 9,
1979.]

Art. 1396-6.06. Filing of Articles of Dissolution

A. The original and a copy of such articles of
dissolution shall be delivered to the Secretary of
State. If the Secretary of State finds that such
articles of dissolution conform to law, he shall,
when all fees have been paid as in this Act pre-
seribed:

(1) Endorse on the original and the copy the word

“Filed,” and the month, day and year of the filing

thereof.
(2) File the original in his office.

(3) Issue a certificate of dissolution to which. he
shall affix the copy.

B. The certificate of dissolution, together with
the copy of the articles of dissolution affixed there-
to by the Secretary of State, shall be returned to the
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representative of the dissolved corporation. Upon
the issuance of such certificate of dissolution the
existence of the corporation shall cease, except for
the purpose of suits, other proceedings and appro-
priate corporate action by members, directors and
officers as provided in this Act.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 6.06. Amended
by Acts 1979, 66th Leg., p. 217, ch. 120 § 10, eff. May 9,
1979.]

Art. 1396-7.01. Involuntary Dissolution;
statement

Rein-

A. A corporation may be dissolved involuntarily
by a decree of the district court of the county in
which the registered office of the corporation is
situated or of any district court in Travis County in
an action filed by the Attorney General when it is
established that it is in default in any of the follow-
ing particulars:

(1) The corporation or its incorporators have
failed to comply with a condition precedent to incor-
poration; or

(2) The original articles of incorporation or any
amendments thereof were procured through fraud;
or

(3) The  corporation has continued to transact
business beyond the scope of the purpose or pur-
poses of the corporation as expressed in its articles
of incorporation; or

(4) A misrepresentation has been made of any
material matter in any application, report, affidavit,
or other document submitted by such corporation
pursuant to this Act.

B. A corporation may be dissolyed involuntarily
by order of the Secretary of State when it is estab-
lished that it is in default in any of the following
particulars:

(1) The corporation has failed to file any report
within the time required by law, or has failed to pay
any fees, franchise taxes or penalties prescribed by
Jaw when the same have become due and payable;

(2) The corporation has failed to maintain a regis-
tered agent in this state as required by law; or

(3) The corporation has failed to pay the filing fee
for its articles of incorporation, or the fee was paid
by an instrument that was dishonored when
presented by the state for payment.

C. (1) No corporation shall be involuntarily dis-
solved under Subsection (1) or (2) of Section B
hereof unless the Secrétary of State, or other state
agency with which such report, fees, taxes or penal-
ties is required to be made, gives the corporation
not less than 90 days notice of its neglect, delin-
quency, or omission by certified mail addressed to
its registered office or to its principal place of
business, or to the last known-address of one of its
officers or directors, or to any other known place of
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business of said corporation, and the ‘corporation
has failed prior to such involuntary dissolution to
correct the neglect, omission or delinquency.

(2) When a corporation is involuntarily dissolved
under Subsection (3) of Section B of this article, the
Secretary of State shall give the corporation notice
of the dissolution by regular mail addressed to its
registered office, its principal place of business, the
last known address of one of its officers or di-
rectors, or any other known place of business of the
corporation.

D. Whenever a corporation has given cause for
involuntary dissolution and has failed to correct the
neglect, omission or delinquency as provided in Sec-
tions B and C, the Secretary of State shall thereup-
on dissolve the corporation by issuing a certificate
of involuntary dissolution, which shall include the
fact of such involuntary dissolution and the date
and cause thereof. The original of such certificate
shall be placed in his office and a copy thereof
mailed to the corporation at its registered office, or
to its principal place of business, or to the last
known address of one of its officers or directors, or
to any other known place of business of said corpo-
ration. Upon the issuance of such certificate of
involuntary dissolution, the existence of the corpo-
ration shall cease, except for purposes otherwise
provided by law.

E. Any corporation dissolved by the Secretary of
State under the provisions of Section B of this
article may be reinstated by the Secretary of State
at any time within a period of 12 months from the
date of such dissolution, upon approval of an appli-
cation for reinstatement signed by an officer or
director of the dissolved corporation. Such applica-
tion shall be filed by the Secretary of State whenev-
er it is established to his satisfaction that in fact
there was no cause for the dissolution, or whenever
the neglect, omission or delinquency resulting in
dissolution has been corrected and payment made of
all fees, taxes, penalties and interest due thereon
which accrued before the dissolution plus an
amount equal to the total taxes from the date of
dissolution to the date of reinstatement which would
have been payable had the corporation not been
dissolved. A reinstatement filing fee of $25.00 shall
accompany the application for reinstatement.

Reinstatement shall not be authorized if the cor-
porate name is the same as or deceptively similar to
a corporate name already on file or reserved or
registered, unless the corporation being reinstated
contemporaneously amends the articles of incorpo-
ration to change its name.

When the application for reinstatement is ap-
proved and filed by the Secretary of State, the
corporate existence shall be deemed to have contin-
ued without interruption from the date of dissolu-
tion except the reinstatement shall have no effect
upon any issue of personal liability of the directors,
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officers, or agents of the corporation during the
period between dissolution and reinstatement.

F. When a corporation is convicted of a felony,
or when a high managerial agent is convicted of a
felony in the conduct of the affairs of the corpora-
tion, the Attorney General may file an action to
involuntarily dissolve the corporation in a district
court of the county in which the registered office of
the corporation is situated or in a district court of
Travis County. The court may dissolve the corpora-
tion involuntarily if it is established that:

(1) The corporation, or a high managerial agent
acting in behalf of the corporation, has engaged in a
persistent course of felonious conduct; and

(2) To prevent future felonious conduct of the
same character, the public interest requires such
dissolution.

G. Article 7.02 of this Act does not apply to
Section F of this article.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 7.01. Amended
by Acts 1965, 59th Leg., p. 533, ch. 276, §§ 1, 2, eff. Aug.
30, 1965; Acts 1969, 61st Leg., p. 2477, ch. 834, § 3, eff.
June 18, 1969; Acts 1973, 63rd Leg., p. 990, ch. 399,
§ 2(M), eff. Jan. 1, 1974; Acts 1981, 67th Leg., p. 833, ch.
297, § 4, eff. Aug. 81, 1981.]

Art. 1396-7.02, Notification to Attorney General,
. Notice to Corporation and Opportu-
nity to Cure Default

A. The Secretary of State shall certify to the
Attorney General, from time to time, the names of
all corporations which have given cause for judicial
dissolution of their charters or revocation of their
certificates of authority as provided in - this Act,
together with the facts pertinent thereto. Every
such certificate from the Secretary of State to the
Attorney General shall be taken and received in all
courts-as prima facie evidence of the facts therein
stated. .

B. Whenever the Secretary of State shall certify
the name of any such corporation to the Attorney
General as having given any cause for dissolution
or revocation of its certificate of authority, the
Secretary of State shall concurrently mail to such
corporation at its registered office in this State a
notice that such certification has been made and the
grounds therefor. A record of the date of mailing
such notice shall be kept in the office of the Secre-
tary of State, and a certificate by the Secretary of
State that such-notice was mailed as indicated by
such record shall be taken and received in all courts
as prima facie evidence of the facts. therein stated.

C. 1If at the expiration of thirty (30) days after
the date of such mailing the corporation has not
cured the defaults so certified by the Secretary of
State, the Attorney General may then file an action
in the name of the State against such corporation
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for its dissolution or revocation of its certificate of
authority, as the case may be.

D. If, after any such action is filed but before
judgment is pronounced in the district court, the
corporation against whom such action has been filed
shall cure its default and pay the costs of such
action, the action shall abate.

E. If, after the issues made in any such action

have been heard by the court trying same and it is_

found that the corporate defendant has been guilty
of any default of such nature as to justify its
dissolution or revocation of its certificate of authori-
ty as provided in this Act, the court shall without
rendering or entering any judgment for a period of
five (5) days pending the filing of an action upon a
sworn application for stay of judgment as herein-
afterr provided, promptly pronounce its findings to
such effect. If the corporation has proved by a
preponderance of the evidence that the defaults of
which the corporation has been found guilty were
neither willful nor the result of failure to take
reasonable precautions and has procured a finding
to such effect it may promptly make sworn applica-
tion to the court for a stay of entry of judgment in
order to allow the corporation reasonable opportuni-
ty to cure the defaults of which it has been found
guilty. If the court is reasonably satisfied on the
basis of the corporation’s sworn application and any
evidence heard in support of or opposed to the
application that the corporation is able and intends
in good faith to cure the defaults of which it has
been found guilty and that such stay is not applied
for without just cause, the court shall grant such
application and stay entry of judgment for such
time as in the discretion of the court is reasonably
necessary to afford the corporation opportunity to
cure such defaults if it acts with reasonable dili-
gence, but in no event shall such stay be for more
than sixty (60) days after the date-of the pronounce-
ment.of the court’s findings. If during such period
of time as shall be allowed by the court the corpora-
tion shall cure its defaults and pay the costs of such
action, the court shall then enter judgment dismiss-
ing the action. If the corporation does not satisfy
the court that it has cured its default within said
period of time, the court shall enter final judgment
at the expiration thereof.

F. If the corporation does not make application
for stay of such judgment but does appeal there-

from and the trial court’s judgment is affirmed and .

if the appellate court is satisfied that the appeal was
taken in good faith and not for purpose of delay or
with no sufficient cause and further finds that the
defaults of which the corporation has been adjudged
guilty are capable of being cured, it shall, if the
appealing corporation has so prayed, remand the
case to the trial court with instructions to grant the
corporation opportunity to cure such defaults, such
cure to be accomplished within such time after
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issuance of the mandate as the appellate court shall
determine but in no event more than sixty (60) days
thereafter. If during such period of time as shall
have been so allowed the corporation shall cure
such defaults and pay all costs accrued in such

.action, the trial court shall then enter judgment

dismissing such action. If the corporation does not
satisfy the trial court that it has cured its defaults
within such period of time, the judgment shall there-
upon become final.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 7.02. Amended
by Acts 1965, 59th Leg., p. 538, ch. 276, § 3, eff. Aug. 30,
1965; Acts 1969, 61st Leg., p. 2477, ch. 834, § 4, eff. June
18, 1969.] :

Art. 1396-7.03. Venue and Process

A. Every action for the involuntary dissolution
of a domestic corporation or revocation of the certif-
icate of authority of a foreign corporation shall be
commenced by the Attorney General either in the
district court of the county in which the registered
office of the corporation in this State is situated, or
in any district court of Travis County. Citation
shall issue and be served as provided by law. If
process is returned not found, the Attorney General
shall cause publication to be made as in other civil
cases in some newspaper published in the county
where the registered office of the corporation in
this State is situated, containing a notice of the
pendency of such action, the title of the court, the
title of the action, and the date on or after which
default judgment may be entered. The Attorney
General may include in one notice the name of any
number of such corporations against which such
actions are then pending in the same court. The
Attorney General shall cause a copy of such notice
to be mailed to the corporation at its registered
office in this State within ten days after the first
publication thereof.. The certificate of the Attorney
General of the mailing of such notice shall be prima
facie evidence thereof. Such notice shall be publish-
ed at least once a week for two consecutive weeks,
and the first publication thereof may begin at any
time after the citation has been returned. Unless a
corporation shall have been served with citation, no
default judgment shall be taken against it earlier
than thirty days after the first publication of such
notice.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 7.03.]

Art. 1396-7.04. Appointment of Receiver for Spe-
cific Corporate Assets

A. A receiver may be appointed by any court
having jurisdiction of the subject matter for specific
corporate assets located within the State, whether
owned by a domestic or a foreign corporation, which
are involved in litigation, whenever circumstances
exist deemed by the court to require the appoint-
ment of a receiver to conserve such assets and to
avoid damage to parties at interest, but only if all
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other requirements of law are complied with and if
other remedies available either at law or in equity
are determined by the court to be inadequate and
only in the following instances:

(1) In an action by a vendor to vacate a fraudu-
lent purchase of property; or by a creditor to sub-
ject any property or fund to his claim; or between
partners or others jointly owning or interested in
any property or fund, on the application of the
plaintiff or any party whose right to or interest in
the property or fund or the proceeds thereof is
probable, and where it is shown that the property or
fund is in danger of being lost, removed, or materi-
ally injured.

(2) In an action by a mortgagee for the foreclo-
sure of his mortgage and sale of the mortgaged
property, when it appears that the mortgaged prop-
erty is in danger of being lost, removed, or material-
ly injured, or that the condition to the mortgage has
not been performed and that the property is proba-
bly insufficient to discharge the mortgage debt.

(3) In any other actions where receivers for spe-
cific assets have heretofore been appointed by the
usage of the court of equity.

B. The court appointing such receiver shall have
and retain exclusive jurisdiction over the specific
assets placed in receivership and shall determine the
rights of the parties in these assets or their pro-
ceeds.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 7.04.]

Art. 1396-7.05. Appointment of Receiver to Re-
habilitate Corporation

A. A receiver may be appointed for the assets
and business of a corporation by the district court
for the county in which the registered office of the
corporation is located, whenever circumstances exist
deemed by the court to require the appointment of a
receiver to conserve the assets and affairs of the
corporation and to avoid damage to parties at inter-
est, but only if all other requirements of law are
complied with and if all other remedies available
either at law or in equity, including the appointment
of a receiver for specific assets of the corporation,
are determined by the court to be inadequate, and
only in the following instances:

(1) In an action by a member when it is estab-
lished:

(a) That the corporation is insolvent or in immi-
nent danger of insolvency; or

(b) That the directors are deadlocked in the man-

agement of the corporate affairs and the members "

are unable to break the deadlock, and that irrepara-
ble injury to the corporation is being suffered or is
threatened by reason thereof; or
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(c) That the acts of the directors or those in
control of the corporation are illegal, oppressive or
fraudulent; or

(d) That the corporate assets are being misapplied
or wasted.

(2) In an action by a creditor when it is estab-
lished:

(a) That the corporation is insolvent and the claim
of the creditor has been reduced to judgment and an
execution thereon returned unsatisfied; or

(b) That the corporation is insolvent and the cor-
poration has admitted in writing that the claim of
the creditor is due and owing.

(3) In any other actions where receivers have
heretofore been appointed by the usages of the
court of equity.

B. In the event that the condition of the corpora-
tion necessitating such an appointment of a receiver
is remedied, the receivership shall be terminated
forthwith and the management of the corporation
shall be restored to the directors and officers, the
receiver being directed to redeliver to the corpora-
tion all its remaining properties and assets.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 7.05.]

Art. 1396-7.06. Jurisdiction of Court to Liqui-
date Assets and Affairs of Corpora-
tion and Receiverships Therefor

A. The district court for the county in which the
registered office of a corporation is located may
order the liquidation of the assets and affairs of the
corporation and may appoint a receiver to effect
such liquidation, whenever circomstances demand
liguidation in order to avoid damage to parties at
interest, but only if all other requirements of law
are complied with and if all other remedies available
either at law or in equity, including the appointment
of a receiver of specific assets of the corporation
and appointment of a receiver to rehabilitate the
corporation, are determined by the court to be inad-
equate and only in the following instances:

(1) When an action has been filed by the Attorney
General, as provided in this Act, to dissolve a corpo-
ration and it is established that liquidation of its .
affairs should precede the entry of a decree of
dissolution. )

(2) Upon application by a corporation to have its
liquidation continued under the supervision of the
court.

(3) If the corporation is in receivership and no
plan for remedying the condition of the corporation
requiring appointment of the receiver, which the
court finds to be feasible, has been presented within
twelve (12) months after the appointment of the
receiver.
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(4) Upon application of any creditor if it is estab-
lished that irreparable damage will ensue to the
unsecured creditors of the corporation, generally, as
a class, unless there be an immediate liquidation of
the assets of the corporation. .

(5) Upon application by a member or director
when it is made to appear that the corporation is
unable to carry out its purposes.

B. The assets of the corporation or the proceeds
resulting from a sale, conveyance, or other disposi-
tion thereof shall be applied and distributed as
follows:

(1) All costs and expenses of the court proceed-
ings and all liabilities and obligations of the corpora-
tion shall be paid, satisfied and discharged, or ade-
quate provision shall be made therefor;

(2) Assets held by the corporation upon condition
requiring return, transfer or conveyance, which con-

dition occurs by reason of the dissolution or liquida- .

tion, shall be returned, transferred or conveyed in
accordance with sueh requirements;

(8) Assets received and held by the corporation
subject to limitations permitting their use only for
charitable, religious, eleemosynary, benevolent, edu-
cational or similar purposes, but not held upon a
condition requiring return, transfer or conveyance
by reason of the dissolution or liquidation, shall be
transferred or conveyed to one or more domestic or
foreign corporations, societies or organizations en-
gaged in activities substantially similar to those of
the dissolving or liquidating corporation as the
court may direct; o

(4) Other assets, if any, shall be distributed in
accordance with the provisions of ‘the articles of
incorporation or the by-laws to the ‘extent that the
articles of ‘incorporation or by-laws determine the
distributive rights of members, or any class or
classes of members, or provide for distribution to
others;

(6) Any remaining assets may be distributed to
such persons, societies, organizations or domestic or
foreign corporations, whether for profit or not for
profit, specified in the plan of distribution adopted
as provided in this Act, or where no plan of distribu-
tion has been adopted, as the court may direct.

C. In the event the condition of the corporation
necessitating the appointment of a receiver is reme-
died, the receivership shall be terminated forthwith
and the management of the corporation shall be
restored to the directors and the officers, the receiv-
er being directed to re-deliver to the corporation all
its remaining properties and assets.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 7.06.]
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Art. 1396-7.07. Qualification, Powers, and
Duties of Receivers; Other Provisions
Relating to Receiverships

A. No receiver shall be appointed for any corpo-
ration in which this Act applies or for any of its
assets or for its business execept as provided for and
on the conditions set forth in this Act. A receiver
shall in all cases be a citizen of the United States or
a corporation authorized to act as receiver, which
corporation may be a domestic corporation or a
foreign corporation authorized to transact business
in this State, and shall in all cases give such bond as.
the court may direct with such sureties as the court
may require.

B. A receiver appointed by authority of this Act"
shall have authority to sue and be sued in all courts
in his own name and shall have those powers and
duties provided by laws of general applicability re-
lating to receivers and in addition thereto may be
accorded such other powers and duties as the court
shall deem appropriate to accomplish the objectives
for which the receiver was appointed. Such addi-
tional and unusual powers and duties shall be stated
in the order appointing the recéiver and may be
increased or diminished at any time during the
proceedings. ‘ ’

C. In proceedings involving any receivership of
the assets or business of a corporation, the court
may require all creditors of the corporation to file
with the clerk of the court or with the receiver, in
such form as the court may prescribe, proofs of
their respective claims under ocath. If the court
requires the filing of claims, it shall fix a date as
the last day for the filing thereof, which shall be not
less than four months from the date of the order,
and shall prescribe the notice that shall be given to
creditors and claimants of the date so fixed. Prior
to the date so fixed, the court may extend the time
for the filing of claims. Creditors and claimants
failing to file proofs of claim on or before the date
fixed therefor may be barred, by order of court
(unless presenting to the court a justifiable excuse
for delay in the filing), from participating in the
distribution of the assets of the corporation but no
discharge shall be decreed or effected.

D. The court shall have power from time to time
to make allowances to the receiver or receivers and
to attorneys in the proceeding, and to direct the
payment thereof out of the assets of the corporation
within the scope of the receivership or the proceeds
of any sale or disposition of such assets.

E. A court authorized to appoint a receiver for a
corporation to which this Act applies, and no other
court in this State, shall be authorized to appoint a
receiver for the corporation or its assets and busi-
ness; when such a court does appoint a receiver, as
authorized by this Act, for the corporation or its
assets and business, that court shall have exclusive
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jurisdiction of the corporation and all its properties,
wherever situated.

F. Notwithstanding any provision of this Article
or in this Act to the contrary, the district court for
the county in which the registered office of any
foreign corporation doing business in this State is
located shall have jurisdiction to appoint an ancil-
lary receiver for the assets and business of such
corporation, to serve ancillary to the receiver for the
assets and business of the corporation acting under
orders of a court having jurisdiction to appoint such
a receiver for the corporation, located in any other
state, whenever circumstances exist deemed by the
court to require the appointment of such ancillary
receiver. Moreover, such distriet court, whenever
circumstances exist deemed by it to require the
appointment of a receiver for all the assets in and
out of this State, and the business of a foreign
corporation doing business in this State, in accord-
ance with the ordinary usages of equity, may ap-
point such a receiver for all its assets in and out of
this State, and its business, even though no receiver
has been appointed elsewhere; such receivership
shall be converted into an. ancillary receivership
when deemed appropriate by such district court in
the light of orders entered by a court of competent
jurisdiction in some other state, providing for a
receivership of all assets and business of such cor-
poration.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 7.07.]

Art. 1396-7.08. Directors and Members not Nec-
essary Parties Defendant to Receiver-
ship or Liquidation Proceedings

A. It shall not be necessary to make directors or
members parties to any action or proceeding for
involuntary dissolution, receivership or liquidation
of ‘the assets and business of a corporation unless
relief is sought against them personally:

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 7.08.]

Art. 1396-7.09. Decree of Involuntary. Dissolu-
tion

‘A. In proceedings to liquidate the asséts and
affairs of a corporation, when the costs and ex-
penses of such proceedings and all debts, obliga-
tions, and liabilities of the corporation shall have
been paid and discharged and’ all of its remaining
property and assets distributed in accordance with
the provisions of this Act, or in case its property
and assets are not sufficient to satisfy and dis-
charge such costs, expenses, debts, and obligations,
when all the property and assets have been applied
so far as they will go to their payment, the court
shall enter- a decree dissolving the corporation,
whereupon the existence of the corporation shall
cease.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 7.09.]

Art. 1396-7.12

Art. 1396-7.10. Filing of Decree of Dissolution

A. In any case in which the court shall enter a
decree dissolving a corporation it shall be the duty
of the clerk of such court to cause a certified copy
of the decree to be filed with the Secretary of State.
No fee shall be charged by the Secretary of State
for the filing thereof.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 7.10.]

Art. 1396-7.11.- Deposit with State Treasurer of
Amount Due Certain Persons -

A. Upon the voluntary or involuntary dissolution
of a corporation, the portion of the assets distributa-
ble to a creditor or member or other person who is
unknown or cannot be found after the exercise of
reasonable diligence by the person or persons re-
sponsible for the distribution in liquidation of the
corporation’s assets shall be reduced to cash and
deposited with the State Treasurer, together with a
statement giving the name of the person, if known,
entitled to such fund, his last known address, the
amount of his distributive portion, and such other
information about such person as the State Treasur-
er may reasonably require, whereupon the person
or persons responsible for the distribution in liquida-
tion of the corporation’s assets shall be released and
discharged from any further liability with respect to
the funds so deposited. The State Treasurer shall
issue his receipt for such fund and shall deposit
same in a special account to be maintained by him.

B. On receipt of satisfactory written and veri-
fied proof of ownership or of right to such fund
within seven (7) years from the date such fund was
so deposited, the State Treasurer shall certify such
fact to the Comptroller of Public Accounts, who
shall issue proper warrant therefor drawn on the
State Treasurer in favor of the person or persons
then entitled thereto. If no claimant has made
satisfactory proof of rights to such fund within
seven (7) years from the time of such deposit the
State Treasurer shall then cause to be published in
one issue of a newspaper of general circulation in
Travis County, Texas, a notice of the proposed
escheat of such fund, giving the name of the credi-
tor or shareholder apparently entitled thereto, his
last known address, if any, the amount of the fund
so deposited, and the name of the dissolved corpora-
tion from whose assets such fund was derived. If
no claimant makes satisfactory proof of right to
such fund within two months from the time of such
publication, the fund so unclaimed shall thereupon
automatically escheat to and become the property of
the General Revenue Fund of the State of Texas.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 7.11.]
Art. 1396-7.12. Survival of Remedy After Disso-
lution

A. The dissolution of a corporation either (1) by
the issuance of a certificate of dissolution by the
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Secretary of State, or (2) by a decree of court when
the court has not liquidated the assets and affairs
of the corporation as provided in this Act, or (3) by
expiration of its period of duration, shall not take
away or impair any remedy available to or against
such corporation, its directors, officers, or members,
for any right or claim existing, or any liability
incurred, prior to such dissolution if action or other
proceeding thereon is commenced within three (3)
years after the date of such dissolution. "Any such
action or proceeding by or against the corporation
may be prosecuted or defended by the corporation
in its corporate name. The members, directors and
officers shall have power to take such corporate or
other action as shall be appropriate to protect such
remedy, right or claim.
dissolved by the expiration of its period of duration,
such corporation may amend its articles of incorpo-
ration at any time during such period of three (3)
years so as to extend its period of duration.

Provided, however, any non-profit cemetery asso-
ciation whose charter expired prior to 1955 shall
have until January 1, 1968 to amend its articles of
incorporation so as to extend its period of -duration.
[Acts 1959, 56th Leg., p. 286, ch. 162, art. 7.12. Amended
by Acts 1967, 60th Leg., o 1824 ch. 704 § 1, eff. Aug. 23,
1967.]

"Art. 1396-8.01. Admission of Foreign Corpora-
tions

A. No foreign corporation shall have the right to
conduct affairs in this State until it shall have
procured a certificate of authority so to do from the
Secretary of State. No foreign corporation shall be
entitled to procure a certificate of authority under
this Act to conduct in this State any affairs which a
corporation organized under the laws of this State is
not permitted to conduct. A foreign corporation
shall not be denied a certificate of authority by
reason of the fact that the laws of the state or
country under which such corporation is organized
governing its organization and internal affairs dif-
fer from the laws. of this State, and nothing in this
Act contained shall be construed to authorize this
State to regulate the organization of such corpora-
tion, or its internal affairs not intrastate in Texas.

B. Without excluding other activities which may
not constitute conducting affairs in- this State, a
foreign corporation shall not be considered to be
conducting affairs in this State, for the purposes of
this Act, by reason of carrying on in this State any
one (1) or more of the following activities:

(1) Mamtammg or defending any action or suit or
any administration or arbitration proceedings, or
affecting the settlement thereof or the settlement
of claims or disputes to which it is a party.

2) Holdmg meetings of its directors or members
or carrying on other activities concermng its inter-
nal affairs.

If such corporation was .
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(3) Maintaining bank accounts:

{4) Voting the stock of any corporation which it
has lawfully acquired.

(5) Effecting sales through independent contrac-
tors.

(6) Creating evidence of debt, mortgages, or liens.
on real or personal property.

(7) Securing or collecting debts due-to it or en-

foreing any rights in property securing the same.

(8) Conducting any affairs in interstate com-"
merce.

(9) Conducting an isolated transaction completed
within a period of thirty (30) days and not in the
course.of a number of repeated transactions of like
nature.

(10) Exercising the powers of executor or admin-
istrator of the estate of a non-resident decedent
under ancillary letters issued by a court of this
State, or exercising the powers of a trustee under
the will of a non-resident decedent, or under a trust
created by a person, corporation or association, non-
resident of this State, if the exercise of such powers
in such case will not involve activities which would
be deemed to constitute the transacting of business
in this State in the case of a foreign corporation
acting in its own right.

(11) Acquiring, in transactions outside Texas, or
in interstate commerce, of debts secured by mort-
gages or liens on real or personal property in Texas,
collecting or adjusting of prineipal and interest pay-
ments thereon, enforcing or adjusting any rights
and property securing said debts, taking any actions
necessary to preserve and protect the interest of the
mortgagee in said security, or any combinations of
such transactions. : :

(12) Investing in or acquiring,'in transactions out- '
side of Texas, royalties and other non-operating
mineral interests, and the execution of division or-
ders, contracts of sale and other instruments inci-
dental to.the ownership of such non-operating min-
eral interests.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 8.01.]

Art. 1396-8.02. Powers of Foreign Corporations

A. A foreign corporation which shall have re-
ceived a certificate of .authority under this Act,
shall, until its certificate of authority shall have.
been revoked in accordance with the provisions of
this Act or. until a certificate of withdrawal shall .
have been issued. by:the Secretary of State as
provided in this Act, enjoy the same, but no greater,
rights and privileges as a domestic corporation or-
ganized for the purposes set forth in the application
pursuant to which such certificate of authority is
issued; and, as to all matters affecting the conduct
of intrastate affairs in this State, it and its officers
and directors shall be subject to the same duties,
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restrictions, penalties, and liabilities now or hereaf-
ter imposed upon a domestic corporation of like
character and its officers and directors.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 8.02.]

Art. 1396-8.03. Corporate Name of Foreign Cor-
poration

A. No certificate of authority shall be issued to
a foreign corporation if the corporate name of such
_corporation:

(1) Contains any word or phrase which' indicates
or implies that it is organized for any purpose other
than one or more of the purposes contained in its
articles of incorporation.

(2) Is the same as, or deceptively similar to, the
name of any corporation, whether for profit or not
for profit, existing under any Act of this State, or
any foreign corporation, whether for profit or not
for profit, authorized to transact business or con-
duct affairs in this State, or a corporate name
reserved or registered as permitted by the laws of
this ‘State; provided that a name may be similar if
written consent is obtained from the existing corpo-
ration having the name deemed to be similar or the
person, or corporation for whom the name deemed
to be similar is reserved or registered in the office
of the Secretary of State. A certificate of authority
shall be issued as provided by this Aect to any
foreign corporation having a name the same as,
deceptively similar to, or, if no consent is given,
similar to the name of any domestic corporation
existing under the.laws of this State or of any
foreign corporation authorized to transact business
or conduct affairs in this State, or a name the
exclusive right to which is, at the time, reserved or
registered in-accordance with this Act, provided the
foreign corporation qualifies and does: business un-
der a name that meets the requirements of this
-article. The foreign corporation shall set forth in
the application for a certificate of authority the
name under which it is qualifying and shall file an
assumed name certificate in accordance with Chap-
ter 36, Business & Commerce Code, as amended.

B. When a foreign non-profit corporation that is
authorized to conduct affairs in this State changes
"its name to one urder which a certificate of authori-
ty would not be granted to it on application for a
_ certificate, the éertificate of authority of the corpo-
ration ‘is suspended, and after the suspension the
corporation may not.conduct any affairs in this
State until it has changed its name to a name that is
available to it under the laws of this State or untll it
has otherwise comphed with this Act.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 8.03. Amended
by Acts 1981, 67th Leg., p. 834, § 5, eff. Aug. 31, 1981.]

Art. 1396-8.05

Art. 1396-8.04. Application for Certificate of Au-
thority

A. A foreign corporation, in order to procure a
certificate of authority to conduct affairs in this
State, shall make application therefor to the Secre-
tary of State, which application shall set forth:

(1) The name of the corporation and the state or
country under the laws of which it is incorporated
and, if the corporation is required to qualify under a
name other than its corporate name, the name un-
der which the corporation is to be qualified.

(2) A statement that the corporatlon is a non-prof-
it corporation.

_ (3) The date of incorporation and the period of
duration of the corporation.

(4) The address of the principal ofﬂce of the
corporation in the state or country under the laws
of which it is incorporated.

(5) The address of the proposed registered office
of the corporation in this State, and the name of its
proposed reglstered agent in this State at such
address.

(6) The purpose or purposes of the corporation
which it proposes to pursue in conducting its affairs
in this State.

(7) The names and respective addresses of the
directors and officers of the corporation.

(8) Such additional information as may be neces-
sary or-appropriate in order to enable the Secretary
of State to determine whether such corporation is
entitled to a certificate of authority to conduct af-
fairs in this State.

B. Such appllcatxon shall be made on forms pro-
mulgated by the Secretary of State and shall be
executed by any authorized officer of the corpora-
tion and verified by such officer.. The verification
shall include a statement that the officer executing
the application is duly authorized to do so on behalf
of the corporation.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 8.04. Amended
by Acts 1979, 66th Leg., p. 218, ch. 120, § 11, eff. May 9,

1979; Acts 1981 67th Leg p. 835, ch. 297, § 6, eff. Aug.
31, 1981]

Art. 1396-8.05. Filing of Application for Certifi-
" cate of Authority

A. The original and a copy of the application of
the corporation for a certificate of authority shall be
delivered to the Secretary of State, together with a
certificate issued by an authorized officer of the

-jurisdiction of-its incorporation evidencing its corpo-

rate existence, -If the certificate is in a language
other than English, a translation of the certificate,
underoath of the translator, must be attached to
the certificate. The certificate must be dated after
the 91st day preceding the date on which the appli-
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cation is filed. If the Secretary of State finds that
such application conforms to law, he shall, when all
fees have been paid as in this Act prescribed:

(1) Endorse on each of such documents the word
“Filed,” and the month, day and year of the filing
thereof.

(2) File in his office the original application and
the certificate evidencing corporate existence.

(8) Issue a certificate of authority to conduct
affairs in this State to which he shall affix the copy
of the application.

B. The certificate of authority, together with the
copy of the application affixed thereto by the Secre-
tary of State, shall be delivered to the corporation
or its representative.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 8.05. Amended
by Acts 1979, 66th Leg., p: 218, ch. 120, § 12, eff. May 9,
1979; Acts 1981, 67th Leg., p. 835, ch. 297, § 7, eff. Aug.
31, 1981.]

Art. 1396-8.06. Effect of Certificate of Authority

A. Upon the issuance of a certificate of authori-
ty by the Secretary of State, the corporation shall
be authorized to conduct affairs in this State for
those purposes set forth in its application, subject,
however, to the right of this State to revoke such
authority as provided in this Act.

{Acts 1959, 56th Leg., p. 286, ch. 162, art. 8.06.]

Art. 1396-8.07. Registered Office and Registered
Agent of Foreign Corporation

A. Each foreign corporation authorized to con-
duct affairs in this State shall have and continuous-
ly maintain in this State:

(1) A registered office which may be, but need
not be, the same. as its principal office.

(2) A registered agent, which agent may be either
an individual resident in this State whose business
office is identical with such registered office, or a
domestic corporation, whether for profit or not for
profit, or a foreign corporation whether for profit or
not for profit, authorized to transact business or
conduct affairs in this State, having an office identi-
cal with such registered office.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 8.07.]

Art. 1396-8.08. Change of Registered Office or
Registered Agent of Foreign Corpora-
tion

A. A foreign corporation authorized to conduct
affairs in this state may change its registered office
or change its registered agent, or both, upon filing
in the office of the Secretary of State a statement
setting forth:

(1) The name of the corporation.
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(2) The post-office address of its then registered
office.

(3). If the post-office address of its registered
office is to be changed, the post-office address to
which the registered office is to be changed.

(4) The name of its then registered agent.

(6) If its registered agent is to be changed, the
name of its successor registered agent.

(6) That the post-offlce address of its registered
office and the post-office address of the business
office of its registered agent, as changed will be
identical.

(7) That such change was authorized by its Board
of Directors or by an officer of the corporation so
authorized by the Board of Directors, or if the
management of the corporation is vested in its
members pursuant to Article 2.14C of thlS Act, by
the members.

B. Such statement shall be executed by any au-
thorized officer of the corporation, and verified by
such officer. The verification shall include a state-
ment that the officer executing the statement is
duly authorized to do so on behalf of the corpora-
tion. The original and a copy of such statement
shall be delivered to the Secretary of State. If the
Secretary of State finds that such statement con-
forms to the provisions of this Act, he shall, when
all fees have been paid as required by law:

(1) Endorse on the original and the copy the word
“Filed,” and the month, day and year of the filing
thereof.

(2) File the original in his office.

(3) Return the copy to the corporation or its rep-
resentative.

C. Upon the filing of such statement by the
Secretary of State, the change of address of the
registered office, or the appointment of a new regis-
tered agent, or both, as the case may be, shall
become effective.

D. Any registered agent of a corporation may
resign

(1) by giving written notice to the corporation at
its last known address

(2) and by giving written notice, in triplicate (the
original and two copies of the notice), to the Secre-
tary of State within ten days after, mailing or deliv-
ery of said notice to the.corporation. Such notice
shall include the last known address of the corpora-
tion and shall include the statement that written
notice of resignation has been given to the corpora-
tion and the date thereof.

Upon compliance with the requirements as to
written notice, the -appointment of such agent shall
terminate upon the expiration of thirty (30) days
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after receipt of such notice by the Secretary of
State. ‘

If the Secretary of State finds that such written
notice conforms to the provisions of this Aect, he
ghall:

(1) Endorse on the original and both copies the
word “filed” and.the month, day and year of the
filing thereof.

(2) File the original in his office.

(3) Return one copy to such resigning registered
agent.

(4) Return one copy to the corporation at the last

known address of the corporation as shown in such
written notice. .
[Acts 1959, 56th Leg., p. 286, ch. 162, art. 8.08. Amended
by Acts 1969, 61st Leg., p. 2477, ch. 834, §§ 5, 6, eff. June
18, 1969; Acts 1979, 66th Leg., p. 218, ch. 120, § 13, eff.
May 9, 1979.]

Art. 1396-8.09. Service of Process on Foreign
Corporation

A. The president and all vice-presidents of a
foreign corporation authorized to conduct affairs in
this State and the registered agent so appointed by

- a foreign corporation shall be agents of such corpo-
ration upon whom any process, notice, or demand
required -or permitted by law to be served upon the
corporation may be served. Where the chief execu-
tive function is performed by a committee, service
may be had on any member thereof.

B. Whenever a foreign corporation authorized to
conduct affairs in this State shall fail to appoint or
maintain a registered agent in this State, or when-
ever any such registered agent cannot with reasona-
ble diligence be found at the registered office, or
whenever the certificate of authority of a foreign
corporation shall be revoked, then the Secretary of
State shall be an agent of such corporation upon
whom any such process, notice, or demand may be
served. Service on the Secretary of State of any
such process, notice, or demand shall be made by
delivering to and leaving with him, or with the
Assistant Secretary of State, or with any clerk
having charge of the corporation department of his
office, duplicate copies of such process, notice, or
demand. In the event any such process, notice or
demand is served on the Secretary of State, he shall
immediately cause one of such copies thereof to be
forwarded by registered mail, addressed to the cor-
poration at its principal office in the state or coun-
try under the laws of which it is incorporated. Any
service so had on the Secretary of State shall be
returnable in not less than thirty (30) days.

C. The Secretary of State shall keep a record of
all processes, notices and demands served upon him
under this Article, -and shall record therein the time
of such service and: his action with reference there-
to.

Art. 1396-8.13

--D.. Provisions of Article 2031A of Revised Civil
Statutes of Texas as amended shall not apply to any
corporation to which this Act applies.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 8.09.]

Arts, 1396-8.10, 1396-8.11. - Repealed by Acts 1981,
67th Leg., p. 848, ch. 297, § 35, eff.
Aug. 31, 1981

Art. 1396-8.12. Amended Certificate of Authority

A, A foreign corporation authorized to conduct
affairs in this State shall procure an amended certif-
icate of authority in the event it changes its corpo-
rate name, or desires to pursue in this State other
or additional purposes than those set forth in its
prior application for a certificate of authority, by
making application therefor to the Secretary of
State.

B. Any other statement on the original applica-
tion for a certificate of authority may be changed
by filing an application for an amended certificate
of authority setting forth the change.

C. An application. for an amended certificate of
authority submitted because of a name change must
be accompanied by a certificate from the proper
filing officer in the jurisdiction of incorporation
evidencing the name change.

D. The requirements in respect to the form and
contents of such application, the manner of its exe-
cution, the filing of the original and a copy of the
application with the Secretary of State, the issuance
of an amended certificate of authority and the ef-
fect thereof, shall be the same as in the case of an
original application for a certificate of authority.
[Acts 1959, 56th Leg., p. 286, ch. 162, art. 8.12. Amended
by Acts 1979, 66th Leg., p. 219, ch. 120, § 14, eff. May 9,
1979; Acts 1981, 67th Leg., p. 835, ch. 297, § 8, eff. Aug.
31, 1981.]

Art. 1396-8.13. Withdrawal or Termination of
Foreign Corpeoration

A. A foreign' corporation authorized to conduct
affairs in thig State may withdraw from this State
upon procuring from the Secretary of State a certif-
icate of withdrawal. In order to procure such cer-
tificate of withdrawal, such foreign corporation
shall deliver to the Secretary of State an application
for withdrawal, which shall set forth:

(1) The name of the corporation and the state or
country under the laws of which it is incorporated.

(2) That the corporation is not conducting affairs
in this State.

(8) That the corporation surrenders its authority
to conduct affairs in this State.

(4) That the corporation revokes the authority of
its registered agent in this State to accept service of
process and consents that service of process in any
action, suit or proceeding based upon any cause of



Art. 1396-8.13

action arising in this State during the time the
corporation was authorized to conduct affairs in this
State may thereafter be made on such corporation
by service thereof on the Secretary of State.

(5) A post office address to which the Secretary
of State may mail a copy of any process against the
corporation that may be served on him.

(6) A statement that all sums due, or acerued, to
this State have been paid, or that adequate provi-
sion has been made for the payment thereof.

(7) A statement that all known creditors or claim-
ants have been paid or provided for and that the
corporation is not involved in or threatened with
litigation in any court in this State, or that adequate
-provision has been made for the satisfaction of any
judgment, order or decree which may be entered
against it in any pending suits.

B. The application for withdrawal shall be made
on forms promulgated by the Secretary of State and
shall be executed by any authorized officer. of the
corporation and verified by such officer, or, if the
corporation is in the hands of a receiver or trustee,
it shall be executed and verified on behalf of the
corporation by such receiver or trustee. The verifi-
cation shall include a statement that the officer
executing the application is duly authorized to do so

“on behalf of the corporation.

C. When the existence of a foreign corporation
terminates because of dissolution, merger, or any
other reason, a certificate from the proper officer in
the jurisdiction of the corporation’s incorporation
evidencing the termination shall be filed with the
Secretary of State.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 8.13. Amended
by Acts 1981, 67th Leg., p. 836, ch. 297, § 9, eff. Aug. 31,
1981.] '

Art. 1396-8.14. Filing of Application for With-
drawal

A. The original and a copy of such application
for withdrawal shall be delivered to the Secretary of
State. If the Secretary of State finds that such
application conforms to the provisions of this Act,
he shall, when all fees have been paid as in this Act
prescribed:

(1) Endorse on the original and the copy the word
“Filed”, and the month, day and year of the-filing
thereof.

(2) File the original in his office.

(8) Issue a certificate of withdrawal to which he
shall affix the copy.

B. The certificate of withdrawal, together with
the copy of the application for withdrawal affixed
thereto by the Secretary of State, shall be returned
to the corporation or its representative. Upon the
issuance of such certificate of withdrawal, the au-
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thority of the corporation to conduct affairs in this
State shall cease.
[Acts 1959, 56th Leg., p. 286, ch. 162, art. 8.14. Amended

by Acts 1979, 66th Leg., p. 219, ch. 120, § 15, eff. May 9,
1979.]

Art. 1396-8.15. Revocation of Certificate of Au-
thority

A. The certificate of authority of a foreign cor-
poration to conduct affairs in this state may be
revoked by a decreé of the district court for the
county in which the registered office of the corpora-
tion in this state is situated or of any district court
in Travis County in an action filed by the Attorney
General when it is established that:

(1) The corporation has failed to comply with a
condition precedent to the issuance of its certificate
of authority or a renewal or amendment thereof; or

(2) The certificate of authority to transact busi-
ness in this state or any amendment thereof was
procured through fraud; or ’

(8) The corporation has continued to conduct af-
fairs beyond the scope of the purpose or purposes
expressed in its certificate of authority to conduct
affairs in this state; or

(4) A misrepresentation has been made of any
material matter in any application, report, affidavit,
or other docurment submitted by such corporation as
required by law.

B. The certificate of authority of a foreign cor-
poration to conduct affairs in this state may be
revoked by order of the Secretary of State when it
is established that it is in default in any of the
following particulars: i

- (1) The corporation has failed to file any report
within the time required by law, or has failed to pay
any fees, franchise taxes, or penalties prescribed by
law when the same have become due and payable;
or :

(2) The corporation has failed to maintain a regis-
tered agent in this state as required by law; or

(3) The corporation has changed its corporate
name and has failed to file with the Secretary of
State within thirty days after such change of name
became effective, an. application for an amended
certificate of authority, or that the corporation has
changed its corporate name and that the newly
adopted name is not available for use in this state;
or. - :

(4) The corporation has failed to pay the filing fee
for the corporation’s certificate of authority, or the
fee was paid by an instrument that was dishonored
when presented by the state for payment.

‘C. (1) No foreign corporation shall have its cer-
tificate of authority to conduet affairs in this state
revoked under Subsections (1), (2), or (3) of Section
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B hereof unless the Secretary of State, or other
state agency to which such report, taxes, fees or
penalties is required to be made, gives the corpora-
tion not less than 90 days notice of its neglect,
delinquency, or omission by certified mail addressed
to its registered office or to its principal place of
business, or to the last known address of one of its
officers or directors, or to any other known place of
business of said corporation, and the corporation
has failed prior to such revocation to correct the
neglect, omission or delinquency.

(2) When the certificate of authority of a corpora-
tion to conduct affairs in this state is revoked under
Subsection (4) of Section B of this article, the Secre-
tary of State shall give the corporation notice of the
revocation by regular mail addressed to its regis-
tered office, its principal place of business, the last
known address of one of its officers or directors, or
any other known place of business of the corpora-
tion.

D. Whenever a corporation has given cause for
revocation of its certificate of authority and has
failed to correct the neglect, omission or delinquen-
¢y as provided in Sections B and C, the Secretary of
State shall thereupon revoke the certificate of au-
thority of the corporation by issuing a certificate of
revocation which shall include the fact of such revo-
cation and the date and cause thereof. The original
of such certificate shall be placed in his office and a
copy thereof mailed to the corporation at its regis-
tered office or to its principal place of business, or
to the last known address of one of its officers or
directors, or to any other known place of business
of said corporation. Upon the issuance of such
certificate of revocation, the authority to conduct
affairs in this state shall cease.

E. Any corporation whose certificate of authori-
ty has been revoked by the Secretary of State under
the provisions of Section B of this article may be
reinstated by the Secretary of State at any time
within a period of 12 months from the date of such
dissolution, upon approval of an application for rein-
statement signed by an officer or director of the
corporation. Such application shall be filed by the
Secretary of State whenever it is established to his
satisfaction that in fact there was no cause for the
revocation, or whenever the neglect, omission or
delinquency resulting in revocation has been cor-
rected and payment made of all fees, taxes, penal-
ties and interest due thereon which accrued before
the revocation plus an amount equal to the total
taxes from the date of revocation to the date of

reinstatement which would have been payable had:

the corporation’s certificate not been revoked. A
reinstatement filing fee of $25.00 shall accompany
the application for reinstatement.

Reinstatement shall not be authorized if the cor-
porate name is the same as or deceptively similar to
a corporate name already on file or reserved or
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registered, unless the corporation being reinstated
contemporaneously amends its certificate of author-
ity to change its name.

When the application for reinstatement. is ap-
proved and filed by the Secretary of State, the
corporate authority to do business in Texas shall be
deemed to have continued without interruption from
the date of revocation, except that reinstatement
shall have no effect upon any issue of personal
liability of the directors, officers, or agents of the
corporation during the period between revocation
and reinstatement.

F. When a foreign corporation is convicted of a
felony, or when a high managerial agent is convict-
ed of a felony committed in the conduct of the
affairs of the foreign corporation, the Attorney
General may file an action to revoke the certificate
of authority of the foreign corporation to conduct
affairs in this state in a district court of the county
in which the registered office of the foreign corpo-
ration in this state is situated or in a district court
of Travis County. The court may revoke the for-
eign corporation’s certificate of authority if it is
established that:

(1) The foreign corporation, or a high managerial
agent acting in behalf of the foreign corporation,
has engaged in a persistent course of felonious
conduct; and )

(2) To prevent future felonious conduct of the
same character, the public interest requires such
revocation.

G. Article 7.02 of this Act does not apply to
Section F of this article.
[Acts 1959, 56th Leg., p. 286, ch. 162, art. 8.15. Amended
by Acts 1965, 59th Leg., p. 638, ch. 276, §§ 4, 5, eff. Aug.
30, 1965; Acts 1969, 61st Leg., p. 2477, ch. 834, § 7, eff.
June 18, 1969; Aects 1973, 63rd Leg., p. 990, ch. 399, § 2(N),
eff. Jan. 1, 1974; Acts 1981, 67th Leg., p. 837, ch. 297,
§ 10, eff. Aug. 31, 1981.]

Art, 1396-8.16. Filing of Decree of Revocation

A. In case the court shall enter a decree revok-
ing the certificate of authority of a foreign corpora-
tion to conduct affairs in this State, it shall be the
duty of the clerk of such court to cause a certified
copy of the decree to be filed with the Secretary of
State. No fee shall be charged by the Secretary of
State for the filing thereof.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 8.16.]

Art. 1396-8.17. Conducting Affairs without Cer-
tificate of Authority

A. No foreign corporation which is conducting
affairs in this State without a certificate of authori-
ty shall be permitted to maintain any action, suit or
proceeding in any court.of this State until such
corporation shall have obtained a certificate of au-
thority. Nor shall any action, suit or proceeding be
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- maintained in any court of this State by any suceces-
sor or assignee of such corporation on any right,
claim or demand arising out of the conduct of
affairs by such corporation in this State, until a
certificate of authority shall have been obtained by
such corporation or by a corporation which has
acquired all or substantially all of its assets. It is
expressly provided, however, that the provisions of
this Article shall not affect the rights of any assign-
ee of the foreign corporation as the holder in due
course of a negotiable promissory note, check or bill
of exchange, or as the bonafide purchaser for value
of a warehouse receipt, stock certificate, or other
instrument made negotiable by law.

B. The failure of a foreign corporation to obtain
a certificate of authority to conduct affairs in this
State shall not impair the validity of any contract or
act of such corporation, and shall not prevent such
corporation from defending any action, suit or pro-
ceeding in any court of this State.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 8.17.]

Aft. 1396-9.01. Réport of Domestic and Foreign
Corporations

A. The Secretary of State is authorized to re-
quire each domestic corporation and each foreign
corporation authorized to conduct affairs in this
State to file, not more often than once every four (4)
years for any corporation, a report setting forth:

(1) The name of the corporation and the state or
country under the laws of which it is incorporated.

(2) The address of the registered office of the
corporation in this State, and the name of its regis-
tered agent in this State at such address, and, in the
case of a foreign corporation, the address of its
principal office in the state or country under the
laws of which it is incorporated.

(3) The names and respective addresses of the
directors and officers of the corporation.

B. Such report shall be made on forms promul-
gated by the Secretary of State, and the information
contained shall be given as of the date of the
execution of the report. It shall be executed by any
- authorized officer of the corporation and verified by
such officer; or, if the corporation is in the hands of
a receiver or trustee, it shall be executed and veri-
fied on behalf of the corporation by such receiver or
trustee. The verification shall include a statement
that the officer executing the report is duly autho-
rized to do so on behalf of the corporation.

C. Such report shall be delivered to the Secre-
tary of State within thirty (30) days of the mailing
of notice by the Secretary of State to the corpora-

“tion that such report is due. Such notice may be
either written or printed and shall be addressed to
such corporation and mailed to the address named
in its articles of incorporation as its principal place
of business, or to its registered agent, or to the last
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address of the corporation as it appears on record in
the office of the Secretary of State, or to any other
known place of business of such corporation.

D. Along with the notice that such report is due,
the Secretary of State shall mail to the corporation
two (2) copies of a report form which shall be
prepared and filed as herein provided.

E. One (1) copy of such report shall be delivered
to the Secretary of State. If the Secretary of State
finds that such report conforms to the provisions of
this Act, he shall:

(1) Endorse on such report.the word “Filed,” and
the month, day, and year of the filing thereof.

(2) Notify the corporatlon of the filing of such
report.

F.  Within two (2) years after September 1, 1961,
the Secretary of State shall mail such notice to each
non-profit corporation organized under the laws of
this State prior to the effective date of this Act and
subject to the provisions of this Act, and such
report shall thereafter be filed as provided herein.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 9.01.]

Art. 1396-9.02. Failure to File Reports; Forfei-
ture; Right of Corporation to Cure
Default

A. Any domestic or foreign corporation which
shall fail to file the report provided for in Article
9.01 of this Act,! when the same shall become due;
shall, for such default, forfeit its right to conduct
affairs in this State.

B. Such forfeiture shall be consummated with-
out judicial ascertainment by the Secretary of State
entering upon the margin of the record kept in his
office relating to such corporation the words “right
to conduct affairs forfeited,” together with the date
of such forfeiture. Notice of such forfeiture shall
thereupon be mailed to the corporation to the ad-
dress named in its articles of incorporation as its
principal place of business, or to its registered
agent, or to the last address of the corporation as it
appears on record in the office of the Secretary of
State, or to any other known place of business of
such corporation. Until the right of such corpora-
tion to conduct affairs in this State shall be revived
in accordance with Sections C and D of this Article,
it shall not be permitted to maintain any action, suit
or proceeding in any court of this State. Nor shall
any action, suit or proceeding be maintained in any
court of this State by any successor or assignee of
such corporation on any right, claim, or demand
arising out of the conduct of affairs by such corpo-
ration in this State, until the right of such corpora- -
tion to conduct affairs in this State shall have been
revived in accordance with Sections C and D of this
Article. It is expressly provided, however, that the
provisions of this Article shall not affect the rights
of any assignee of the corporation as the holder in



51 TITLE 32 CORPORATIONS

due course of a negotiable promissory note, check,
or bill of exchange, or as the bona fide purchaser
for value of a warehouse receipt, stock certificate,
or other instrument negotiable by law. The forfei-
ture ‘of the right to conduct affairs in this State
shall not impair the validity of any contract or act of
such corporation, and shall not prevent such corpo-
ration from defending any action, suit, or proceed
ing in any court of this State.

C. Any corporation whose right to conduct af-
fairs may have been forfeited as provided in this
Act, shall be relieved from such forfeiture by filing
the required report with the Secretary of State
within 120 days of the date of mailing such notice of
forfeiture, together with a late filing fee of One
Dollar ($1) for each month, or fractional part there-
of, which shall have elapsed after such forfeiture of
its right to conduct affairs; provided, that such
amount shall in no case be less than Five Dollars
($5) nor more than Twenty-five Dollars ($25).

D. When such report shall be filed and the reviv-
al fee shall be paid to the Secretary of State, he
shall revive the right of the corporation to conduct
affairs in this State, cancelling the words “right to
conduct affairs forfeited” upon his record, and en-
dorsing thereon the word “Revived” and the date of
such revival.

E.  If any corporation whose right to conduct
affairs within this State shall hereafter be forfeited
under the provisions of this Act shall fail to file
such report and pay to the Secretary of State the
required revival fee within one hundred and twenty
(120) days after the date of mailing of the notice of
such forfeiture, such failure shall constitute suffi-
cient ground for the involuntary dissolution of the
corporation -or the revocation of its certificate of
authority, which dissolution or revocation shall be
consummated without judicial ascertainment, by the
Secretary of State entering upon the record of such
corporation’ filed in his office, the word “Forfeited”
giving the date thereof and citing thxs Act as au-
thority therefor.

F. Any corporation which is 1nvoluntar11y dis-
solved or whose certificate of authority is revoked
without judicial ascertainment, as provided in Sec-
tion E hereof, and which has paid all fees, taxes,
penalties and interest due thereon which accrued
before the dissolution or revocation plus an amount
equal to the total taxes from.the date of dissolution
or revocation to the date of reinstatement which
would. have been payable had the corporation not
been dissolved or its. certificate revoked may be
relieved from such dissolution or revocation by fil-
ing the required report with the Secretary of State
together with a filing fee of Twenty-flve ($25.00)
Dollars.

G. When such report shall be filed and the reviv-
al fee shall be paid to the Secretary of State, he
shall reinstate the certificate of incorporation or
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charter or certificate of authority without judicial
ascertainment, cancelling the word “Forfeited”
upon his record, and endorsing thereon the words
“Set Aside” and the date of such reinstatement;
provided, if such dissolution or revocation is to be
set aside, the corporation shall ascertain from the
Secretary of State whether the name of the corpora-
tion is available, and if not available, amend its
corporate name pursuant to the provisions of this
Act.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 9.02; Acts 1965,
59th Leg., p. 533, ch. 276, §§ 6 to 9, eff. Aug. 30, 1965;
Acts 1969, 61st Leg., p. 2477, ch. 834, § 8, eff. June 18,
1969.]

1 Article 1396-9.01.

Art. 1396-9.03. Fees for Filing Documents and
Issuing Certificates

A. The Secretary of State shall charge and col-
lect for:

(1) Filing articles of incorporation and issuing a
certificate of incorporation, Twenty-five Dollars
(825); provided that the filing fee in the case of a
church shall be Ten Dollars ($10).

(2) Filing articles of amendment and issuing a
certificate of amendment, Twenty-five Dollars ($25);
provided that the filing fee in the case of a church
shall be Ten Dollars ($10).

(3) Filing articles of merger or consolidation and
issuing a certificate of merger or consolidation,
Fifty Dollars ($50).

(4) Filing a statement of change of address of
registered office or change of registered agent, or
both, Five Dollars ($5).

(5) Filing articles of dissolution, Five Dollars ($5)

(6) Filing an application of a foreign corporation
for a certificate of authority to conduct affairs in
this state and issuing a certificate of authority,
Twenty-five Dollars ($25).

(7) Filing an application of a foreign corporation
for an amended certificate of authority to conduct
affairs in this state and issuing an amended certifi-
cate of authority, Twenty-five Dollars ($25).

(8) Filing an application for withdrawal of a for-
eign corporation and issuing a certificate of with-
drawal, Five Dollars ($5).

(9) Filing any other statement or report of a
dqmestic or foreign corporation, Five Dollars ($5).

(10) Filing restatement of articles of incorpora-
tion, Fifty Dollars ($50); provided that the filing fee
in the case of a church shall be Twenty Dollars
($20).

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 9.03. Amended
by Acts 1961, 57th Leg., p. 450, ch. 228, § 1; Acts 1981,
67th Leg., p. 837, ch. 297, § 11, eff. Aug. 31, 1981.]
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Art. 1396-9.04. Powers of Secretary of State

A. The Secretary of State shall have the power
and authority reasonably necessary to enable him to
administer this Act efficiently and to perform the
duties therein imposed upon him.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 9.04.]

Art. 1396-9.05.

Al If the Secretary of State shall fail to approve
any articles of incorporation, application for certifi-
cate of authority to conduct affairs in this State,
amendment, merger, consolidation, or dissolution, or
any other document required by this Act to be
approved by the Secretary of State before the same
shall be filed in his office, he shall, within ten (10)
days after the delivery thereof to him, give written
notice of his disapproval to the person or corpora-
tion, domestic or foreign, delivering the same, speci-
fying in such notice the reasons therefor. From
such disapproval such person or corporation may
appeal ‘to any district court of Travis County by

Appeals from Secretary of State

filing with the clerk of such court a petition setting -

forth a copy of the articles or other document
sought to be filed and a copy of the written- disap-
proval thereof by the Secretary of State; whereup-

on the matter shall be tried de novo by the court,

~and the court shall either sustain the action of the
Secretary of State or direct him to take such action
as the court may deem proper.

B. Appeals from all final orders and judgments
entered by the district court under this Article in
review of any ruling or decision of the Secretary of
State may be taken as in other civil actions.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 9.05.]

Art. 1396-9.06. Certificates and Certified Copies
to be Received in Evidence

A. Al certificates issued by the Secretary of
State in accordance with the provisions of this Act,
and all copies of documents filed ‘in his office, in
accordance with the provisions of this Act when
certified by him, shall be taken and received in all

courts, public offices, and official bodies as prima

facie evidence of the facts therein stated and may
be officially recorded. A certificate by the Secre-
tary of State under the great seal of this State, as
to the existence or non-existence of the facts relat-
ing to corporations which would not appear from'a
certified copy of any of the foregoing documents or
certificates shall be taken and received in all courts,
public offices, and official bodies as prima facie
evidence of the existence or non-existence of the
~ facts therein stated.

~ [Acts 1959, 56th Leg., p. 286, ch. 162, art. 9.06.]
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Art. 1396-9.07. Forms to be Promulgated by Sec-
retary of State

A. Forms may be promulgated by the Secretary
of State for all reports and all other documents
required to be filed in the office of the Secretary of
State. The use of such forms, however, shall not be
mandatory, except in instances in which the law
may specifically so provide.

[Acts 1959; 56th Leg., p. 286, ch. 162, art. 9.07.]

Art: 1396—9,08. Greater Votir_\g Requirements

‘A, Whenever, with respect to any action to be
taken by the members or directors of a corporation,
the articles of incorporation require the vote or
concurrence of a greater proportion of the members
or directors, as the case may be, then required by
this Act with respect to such action, the provisions
of the articles of incorporation shall control.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 9.08.]

Art. 1396—9.09.. Waiver of Notice

A. Whenever any notice is required to be given
to any member or director of a corporatlon under
the provisions of this Act or under the provisions of
the articles of incorporation or by-laws of the corpo-
ration, a waiver thereof in writing signed by the
person or persons entitled to such notice, whether
before or after the time stated therein, shall be
equivalent to the giving of such notice.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 9.09.]

Art. 1396-9.10. Action Without a Meeting by
* Members, Directors or Committees

A. Any action required by this Act to be taken
at a meeting of the members or directors of . a
corporation, or any action which may be taken at a
meeting of the members or directors or of any

.committee, may be taken without a meeting if a

consent in writing, setting forth the action to be
taken, shall be signed by all the members entitled to
vote with respect to the subject matter thereof, or
all of the directors, or all of the members of the
committee, as the case may be.

B. Such consent shall have the same force and
effect as a unanimous vote, and may be stated as
such in any articles or document filed with the
Secretary of State under this Act.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 9.10,]

Art. 1396-10.01. Appllcatlon to Foreign and In-
terstate Affairs ‘

A. The provisions of ‘this Act shall apply to the
conduct of affairs with foreign nations and among
the several states only in so far as the same may be
permitted under the provisions of the Constltutlon
of the United States.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 10.01]
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Art. 1396-10.02. Reservation of Power

A. The Legislature shall at all times have power
to prescribe such regulations, provisions, and limita-
tions as it may deem advisable, which regulations,
provisions, and limitations shall be binding upon any
and all corporations subject to the provisions of this
Act, and the Legislature shall have power to amend,
repeal, or modify this Act.

[Acts 1959, 66th Leg., p. 286, ch. 162, art. 10.02.]

Art. 1396-10.03. Effect of Invalidity of Part of
This Act

A. If a court of competent jurisdiction shall ad-
judge to be invalid or unconstitutional any clause,
sentence, subsection, section,; or Article of this Act,
such judgment or decree shall not affect, impair,
invalidate, or nullify the remainder of this Act, but
the effect thereof shall be confined to the: clause,
sentence, subsection, section, or Article of this Act
so adjudged to be invalid or unconstitutional.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 10.03]

Art. 1396-10.04. - To What Corporations This Act
Applies; Procedure for Adoption of
- Act by Existing Corporation -

A. Until September 1, 1961, this Act shall not
apply to any domestic corporation duly chartered
and existing on the effective date of this Act, or to
any foreign corporation, unless such domestic corpo-
ration shall voluntarily elect to adopt the provisions
of this Act and shall comply with the procedure
prescribed by Section B of this Article, and unless
such foreign corporation shall procure a certificate
of authority pursuant to Part Eight of this Act.l

B. - From and after the effective date of this Act
and prior-to September 1, 1961, any domestic corpo-
ration duly chartered and existing on the effective
date of this Act may voluntarily elect to adopt the
provisions of this Act and may become subject to its
provisions by taking the following steps:

(1) A resolution reciting that the corporation vol-
untarily adopts this Act shall be adopted by the
board of directors and/or the members in accord-
ance with the procedure prescribed by this Act for
the amendment of articles of incorporation of such
corporation.

(2) Upon adoption of the required resolution or
resolutions, an instrument shall be executed in du-
plicate by the corporation by its president or a
vice-president and by its secretary or an assistant
secretary, and verified by one of the officers sign-
ing such statement, which shall set forth:

(a) The. name of the corporation.
(b) Each resolution adopted by the corporatidn.
{¢) The date of the adoption of each resolution.
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(d) The street address of its initial registered
office and the name of its initial registered agent at
such address.

(3) Duplicate originals of such document shall be
delivered to the Secretary of State. If the Secre-
tary of State finds that such document conforms to
law, he shall, when all fees and franchise taxes have
been paid as prescribed by law:

(a) Endorse on each of such duplicate originals
the word “Filed,” and the month, day, and year of
the filing thereof.

(b) File one of such duplicate originals in his
office.

(¢) Deliver the other duplicate original to the cor-
poration or its representative.

(4) Upon the filing of such document, all provi-
sions of this Act shall thereafter apply to the corpo-
ration; - provided, however, that such delivery to and
filing by the Secretary of State need not precede
action by the directors and/or the members of a
corporation in connection with amendments to its
articles of incorporation or its by-laws under this
Act so long as (a) such amendments do not become
effective until after the Secretary of State has filed
the document whereby such corporation adopts this
Act and (b) the procedures and requirements of this
Act for the adoption of such amendments, including
requirements as to notice, shall have been complied
with and-satisfied. .

C. Except for the exceptions and limitations of
Section A of this Article, this Act shall apply to all
domestic corporations organized after the date on
which this Act becomes effective and to-all domestic
corporations electing to adopt this Act and manifest-
ing their election in the manner provided in Section
B of this Article, prior to September 1, 1961,

D. From and after September 1, 1961, this Act
shall apply to all domestic corporations and to all
foreign corporations conducting or seeking to con-
duct affairs within this State. Those domestic cor-
porations existing at the time that this Act becomes
effective which have not meanwhile adopted this
Act by complying with Section B of this Article
shall, on” September 1, 1961, be deemed to have
elected to adopt this Act by not voluntarily dissolv-
ing.

E. No foreign corporation shall conduct affairs
in this State after September 1, 1961, unless and
until it shall have procured a certificate of authority
in accordance with the requirements of Part Eight
of this Act. Such certificates may be applied for
and issued at any time after the effective date of
this Act and this Act shall thereafter apply to such
corporation from the date of the issuance of its
certificate of authority; provided, however, that if
such corporation expressly so requests in its appli-
cation, the effective date of its certificate may be
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delayed until September 1, 1961, even though issued
prior to such date.

F. In so far as the same are not inconsistent
with or contrary to any applicable provision of the
Insurance Code of Texas, or any amendment there-
to, the provisions of this Act shall apply to and
govern burial associations as defined in Article 14.-
37, Texas Insurance Code local mutual aid associa-
tions, - statewide mutual assessment corporations,
and county mutual insurance companies; provided
however, (a) that any such mutual insurance associ-
ations or companies may, upon advance approval of
the Commissioner of Insurance, pay dividends to its
members, and (b) that wherever in this' Act some
duty, responsibility, power, authority, or-act is vest-
ed in, required of, or to be performed by the Secre-
tary of State, such is to be vested in, required of, or
performed by the Commissioner of Insurance in so
far as such mutual insurance companies or associa-
tions are concerned.

G. This Act shall not apply to those corporatlons
excepted under Article 2.01 B, Subsections (3), (4),
and (5) of this Act; 2 provided however, that if any
of said excepted domestic corporations were hereto-
fore or are hereafter organized not for profit under
special statutes which contain no provisions in re-
gard to some of the matters provided for in this
Act, or if such special statutes specifically applica-
ble prov1de that the general laws for incorporation
shall supplement the provisions of such statutes,
then the provisions of this Act shall apply to the
extent that they are not inconsistent with the provi-
sions of such special statutes.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 10.04. Amended
by Acts 1961, 57th Leg., p. 653, ch. 302, § 2.]

1 Article 1396-8.01 et seq.
2 Article 1396-2.01 B, subsecs. (3), (4), (5).

Art. 1396-10.05. Extent to Which Existing Laws
Shall Remain Applicable to Corpora-
tions

A. Except as provided in the last preceding Arti-
cle,! existing corporations shall continue to be gov-
erned by the laws heretofore applicable thereto,
until September 1, 1961.

B. Except as provided in Article 10.06 of this
Act,? any limitations, obligations, liabilities and pow-
ers applicable to a particular kind of corporation, for
which special provision is made by the laws of this
State, shall continue to be applicable to any such
corporation, and this Act is not intended to repeal
and does not repeal the statutory provisions provid-
ing for these special limitations, obligations, liabili-
ties and powers.

C. Provided that nothing in this Act shall in any
wise affect or nullify the Anti-Trust laws of this
State.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 10. 05]

1 Article 1396-10.04,

2 Article 1396-10.06.
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Art. 1396-10.06. Repeal of Existing Laws; Ex-

tent and Effect Thereof

A. Subject to the provisions of the last two (2)
preceding Articles of this Act! and of Section B of
Article 2.01 of this-Act,? and excluding any existing
general Act not inconsistent with any provisions of
this Act, no law of this State pertaining to private
corporations, domestic or foreign, shall hereafter
apply to corporations organized under this, Act, or
which obtain authority to conduct affairs in this
State under this Act, or to existing corporations
which adopt this Act.

B. The repeal of a prior Act by this Act shall not
affect any right accrued or established, or any
liability or penalty incurred, under the prov151ons of
such Act prior to the repeal thereof.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 10.06.]

1 Articles 1396-10.04, 1396-10.05.
2 Article 1396-2.01.

Art. 1396-11.01. Emergency Clause

A. The fact that existing laws of the State of
Texas have been amended from time to time over a
period of some seventy (70) years and more without
any adoption meanwhile of a complete Act relating
to non-profit corporations generally, the provisions
of which are consistent with one another; the fact
that with so many amendments of the corporation
laws applicable to non-profit corporations generally
over so many years there have developed many
uncertainties in the corporation laws of this State
and with the result that there is now an imperative
need for clarification of certain provisions of ‘the
existing laws; the fact that existing Texas laws are
incomplete and that there are no existing Texas
laws for many aspects of the non-profit corporation;
all such facts create an emergency and public neces-
sity that the Constitutional Rule requiring bills to
be read on three separate days in each House be
suspended and said Rule is hereby suspended; and
require that this Act take effect and be in force
from and after its passage, and it is so enacted.

[Acts 1959, 56th Leg., p. 286, ch. 162, art. 11.01.]
1A. COOPERATIVES
Art. 1396-50.01. Cooperative Association Act

Short Title

Sec. 1. This Act may be cited as the Cooperative
Association Act.
Definitions
Sec. 2. In this Act:

(1) “Association” means a group enterprise legal-
ly incorporated under this Act.

(2) “Member” means a member of a nonshare or
share association.
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(8) “Net savings” means the total income of an
association less the costs of operation.

(4) “Savings returns” means the amount returned
to patrons in proportion to their patronage or other-
wise. .

(5) “Cooperative basis” means that the net sav-
ings after payment, if any, of investment dividends
and after making provisions for separate funds
required or specifically permitted by statute, arti-
cles, or by-laws is allocated or distributed to mem-
ber patrons, or to all patrons, in proportion to their
patronage or retained by the enterprise for the
actual or potential expansion of its services, the
reduction of its charges to the patrons, or for other
purposes not inconsistent with its non-profit charac-
ter.

(6) “Membership 'Capital” means those funds of
the association derived from the members generally
either as a requirement of membership or in lieu of
patronage dividends. Deposits and loans from
members shall not be construed as “membership
capital.”

(7) “Invested Capital;’ means those funds invest-
ed in the association by an investor with the expee-
tation of receiving investment dividends.

(8) “Investment Dividends” means the return on
invested capital or on membership capital derived
from the net savings of the association.

(9) “Patronage Dividends” means a share of net
savings distributed among members on a basis of
extent of patronage, as provided for in the articles
of incorporation.

Applicability of Texas Non-Profit Corporation Act

Sec. 3. An association incorporated under this
Act is subject to the provisions of the Texas Non-
Profit Corporation Act, as amended (Article 1396-1.-
01 et seq., Vernon’s Texas Civil Statutes), to the
extent that the provisions of the Texas Non-Profit
Corporation Act do not conflict with the provisions
of the Act. An association incorporated under this
Act may exercise the same powers and privileges
and is subject to the same duties, restrictions, and
liabilities as nonprofit corporations except to the
extent that these are limited or enlarged by this
Act.

Who May Incorporate

See. 4. Five or more natural persons or two or
more associations may incorporate under this Act;
provided, however, an association may not be incor-
porated or organized to serve or function as a
health maintenance organization or furnish medical,
or health care nor may an association employ or
contract with providers of medical care in any man-
ner which is prohibited by any licensing law of this
state under which such persons are licensed.
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Purposes

Sec. 5. An association may be incorporated un-
der this Act to engage in acquiring, producing,
building, operating, manufacturing, furnishing, ex-
changing, or distributing any type of property, com-
modities, goods, or services for the primary and
mutual benefit of the members of the association.

Powers

Sec. 6. An association may exercise all the pow-
ers granted to a nonprofit corporation under Article
2.02, Texas Non-Profit Corporation Act and may:

(1) own and hold membership in and share capital
of other associations or corporations, and own and
exercise ownership rights in bonds or, other obliga-
tions;

(2) make agreements of mutual aid or federation
with other associations, other groups organized on a
cooperative basis, and other nonprofit groups;

(8) exercise all powers not inconsistent with this
Act that are necessary or convenient for the accom-
plishment of its purposes, and to that end the enu-
meration of powers in this section is not exclusive;
and

(4) not engage, either directly or indirectly, in
insurance companies of every type or character as
the insurance business is defined and regulated by
the Insurance Code, as amended, health mainte-
nance organizations, or prepaid legal service corpo-
rations.

Registered Office and Registered Agent

Sec. 7. An association shall maintain a regis-
tered office and registered agent in accordance with
the provisions of Article 2.05, Texas Non-Profit
Corporation Act. An association may change its
registered office and registered agent in accordance
with the provisions of Article 2.06, Texas Non-Profit
Corporation Act. Process may be served on an
association in accordance with the provisions of
Article 2.07, Texas Non-Profit Corporation Act.

Articles of Incorporation; Contents

Seec. 8. (a) Articles of incorporation shall be
signed and acknowledged by each of the incorpora-
tors if they are natural persons and by the presi-
dents and secretaries if they are associations.

(b) Subject to the limitations of this Act, the
articles must contain:

(1) a statement of the purpose or purposes for
which the association is formed;

(2) the name of the association, which must in-
clude the word “cooperative” or an abbreviation or
derivative of it;

(8) the term of existence of the association, which
may be perpetual;
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(4) the location and street address of the initial
registered office of the association and the initial
registered agent at that address;

(5) the names and street addresses of the incorpo-
rators of the association;

(6) the names and street addresses of the di-
rectors who shall manage the affairs of the associa-
tion for the first year, unless sooner changed by the
members;

(7) a statement of whether the association is or-
ganized with or without shares, and the number of
shares or memberships subscribed for;

(8) if organized with shares, a statement of the
amount of authorized capital, the number and types
of shares and the par value, if any, of the shares,
and the rights, preferences, and restrictions of each
type of share;

(9) the method by which a surplus is distributed
on dissolution of the association, in conformity with
the requirements of Section 38 of this Act for
division of surplus.

(c) The articles may contain other provisions for
the conduct of the association’s affairs not inconsist-
ent with this Act or any other law.

Filing, Certificate of Incorporation, Organization
Meeting

Sec. 9. (a) The articles shall be delivered to the
secretary of state in accordance with the provisions
of Article 3.03, Texas Non-Profit Corporation Act.
If he finds that the articles conform to law, he shall
file them on payment by the association of the fee
required by Article 9.03, Texas Non-Profit Corpora-
tion Act.

(b) After filing and recording the articles, the
secretary of state shall issue a certificate of incor-
poration, in. accordance with Article 3.04, Texas
Non-Profit Corporation Act, at which point the cor-
porate existence begins.

(c) After the issuance of the certificate of incor-
poration, an organization meeting shall be held in
accordance with Article 3.05, Texas Non-Profit Cor-
poration Act. »

Amendments

Sec. 10. (a) An amendment to the articles may
be proposed by a two-thirds vote of the board of
directors or by petition of the association’s members
as provided in the by-laws. The secretary shall
send notice of a meeting to consider an amendment
to each member at the member’s last known ad-
dress, or shall post a written notice of the meeting
in-a conspicuous place in all principal places of
activity of the association. Either type of notice
shall be accompanied by the full text of the proposal
and by the text of the part of the articles to be
amended, at least 30 days before the meeting.
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(b) Two-thirds of the members voting may adopt
an amendment. When adoption of an amendment is
verified by the president and secretary, it shall be
filed and recorded with the secretary of state within
30 days after its adoption in accordance with Article
4.04, Texas Non-Profit Corporation Act.

Adoption of By-Laws

Sec. 11. By-laws may be adopted, amended, or
repealed by a simple majority vote of the members
voting, unless the articles or by-laws require a
greater majority.

Contents of By-Laws

Sec. 12, Subject to the limitations of this Act,
the by-laws may provide for:

(1) the requirements for the admission to mem-
bership and disposal of members’ interests on cessa-
tion of membership;

(2) the time, place and manner of calling and
conducting meetings;

(3) the number or percentage of the members
constituting a quorum;

(4) the number, qualifications, powers, duties,
method of election, and terms of directors and offi-
cers, and the division or classification, if any, of
directors to provide for rotating or overlapping
terms;

(5) the compensation, if any, of the directors, and
the number of directors necessary to constitute a
quorum;

(6) the method of distributing the net savings;

(7) the bonding of every individual acting as offi-
cer or employee of an association handling funds or
securities; and

(8) the various discretionary provisions of this
Act as well as other provisions incident to the
purposes and activities of the association.

Meetings

Sec. 13. (a) Regular meetings of members shall
be held as prescribed in the by-laws, but shall be
held at least once a year. Special meetings may be
demanded by a majority vote of the directors or by
written petition of at least one-tenth of the member-
ship. When a meeting is demanded, it is the duty of
the secretary to call the meeting for a date 30 days
after the demand.

(b) Regular or special meetings, including meet-
ings by units, may be held inside or outside this
state as the articles may prescribe.

Notice of Meetings

Sec. 14. The secretary shall give notice of the
time and place of meetings to members in the
manner provided for in the by-laws. In the case of
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a special meeting the notice shall specify the pur-
pose for which the meeting is called.

Meetings by Units of the Membership

Sec. 15. The articles or by-laws may provide for.

the holding of meetings by units of the membership
and may provide for a method of transmitting the
votes cast at unit meetings to the central meeting,
or for a method of representation of units by the
election of delegates to the central meetmg, or for a
combination of both methods.

One Member—One Vote -

Sec. 16. (a) Each member of an association has
one vote, except that if an association includes
among its members any number of other associa-
tions or groups organized on a cooperative basis,
the voting rights of the member - associations or
groups may be as prescribed in the articles or
by-laws.

(b) No voting agreement or other device to evade
the one-member-one-vote rule is -enforceable.

Proxy
Sec. 17. No member may vote by proxy.

Voting By Mail

Sec. 18. (a) The articles or by-laws may provide
for either or both of the following procedures for
voting by mail:

(1) the secretary may send to the members a copy
of any proposal to be offered at a meeting with the
notice of the meeting, and the mail votes east by the
members shall be counted together with those cast
at the meeting if the mail votes are returned to the
association within a specified number of days

(2) the secretary may send to any member absent
from a meeting an exact copy of the proposal acted
on at the meeting, and the mail vote of the member
on the proposal, if returned within a specified num-
ber of days, is counted together with the votes cast
at the meeting.

(b} The articles or by-laws may also determine
whether and to what extent mail votes-are counted
in computing a quorum.

Application of Voting Provisions in This Act to
Voting by Mail
Sec. 19. If an association has provided for vot-
ing by mail, any provision of this Act referring to
votes cast by the members applies to votes cast by
mail.

Application of Voting Provisions in This Act to
Voting by Delegates

Sec. 20. If an association has provided for vot-
ing by delegates, any provision of this Act referring

to votes cast by the members applies to votes cast
WTSC Corporations—3
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by delegates, but this does not permit delegates to
vote by mail.

Directors

Sec. 21. (a) An association shall be managed by
a board of not less than five directors, who are
elected for a term.fixed in the by-laws not to exceed
three years, by and from the members of the associ-
ation, and who hold office until their successors are
elected or until removed. Vacancies which occur in
the board of directors, other than by removal or
expiration of term, are filled in the manner the
by-laws provide.

(b) The by-laws may provide for a method of
apportioning the number of directors among the
units into which the association may be divided, and
for the election of directors by the respective umts
to which they are apportioned.

(¢) An executive committee of the board of di-
rectors may be elected in the manner and with the
powers and duties as prescribed by the articles or
by-laws.

(d) Meetings of directors and of the executive
committee may be held inside or outside this state.

Officers

Sec. 22. The officers of an association are a
president, one or more vice-presidents, and a secre-
tary and a treasurer or a secretary-treasurer. Any
two or more offices may be held by the same
person, except the offices of president and secre-
tary. The officers of an association may be desig-
nated by such other titles as may be provided in the
articles of incorporation or the by-laws. A commit-
tee duly designated may perform the functions of
any office, and the functions of any two or more
officers may be performed by a single committee,
including the functions of both president and secre-
tary. The officers are elected annually by the di-
rectors unless the by-laws provide otherwise.

Removal of Directors and Officers

Sec. 23. A director or officer may be removed
with cause by a vote of a majority of the members
voting at a regular or special meeting. The director
or officer involved shall be given an opportunity to
be. heard at the meeting. A vacancy caused by
removal is filled by the vote provided in the by-laws
for election of directors.

Referendum

Sec. 24. The articles or by-laws may provide
that within a specified period of time any action
taken by the directors must be referred to the
members for approval or disapproval if demanded
by petition of at least 10 percent of all the members
or by vote of at least a majority of the directors.
Rights of third parties which have vested between
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the time of the action and the referendum afe not
impaired by the results of the referendum.

Limitations on the Return on Capital

Sec. 25. (a) Investment dividends will not ex-
ceéed eight percent on investment capital unless oth-
erwise provided for in the by-laws and the invest-
ment dividend will not be cumulative unless other-
wise provided for in the by-laws.

(b) Total investment dividends distributed for a
fiscal year may not exceed 50 percent of the net
savings for the period.

Eligibility and Admission tb Membership

‘See. 26. A natural person, association, incorpo-
rated or unincorporated group organized on a coop-
erative basis, or a nonprofit group, may be admitted
to membership in an association if it meets the
qualifications for eligibility stated in the articles or
by-laws.

Subscribers

Sec. 27. A natural person or group eligible for
membership and legally obligated to” purchase a
share or shares of, or membership in, an association
shall be deemed a subscriber. The articles or by-
laws may determine whether and the conditions
under which voting rights or other rights of mem-
bership are granted to subscribers.

Share and Membership Certificates: Issuance
- and Contents

Sec. 28. -(a) No certificates for membership capi-
tal may be issued until its par value, if any, has
been paid in full. Each certificate issued by an
association shall bear a full or condensed statement
. of the requirements of Sectlons 16, 17, and 29(a) of
this Act.

(b) No certificate for invested capital may be is-
sued until its par value, if any, has been paid in full.
Each certificate for invested capital issued by an
association shall bear a full or condensed statement
of restrictions on transferability if specifically pro-
vided for in the by-laws of the association.

’ Transfer of Shares and Membership: Withdrawal

~ Sec. 29. {a) If a member decides to withdraw
from the association, the member shall offer his
membership certificates to the directors in writing
and the directors may purchase such holdings with-
in a 90-day period following receipt of notice by
paying the member the par value. The directors
shall then reissue or cancel those shares. A vote of
the majority of the members voting at a regular or
special meeting may order the directors to exercise
this power to purchase.

(b) If an investor owning investor certlfxcates de-
sires to sell, assign, or convey his certificates, he
must do so 'in accordance with the by-laws of the
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association; otherwise such investment certificates
shall be repurchased by the association upon writ-
ten notice to the directors within a 90-day period
following receipt of notice by paying the investor
the par value of the certificate, together with any
investment dividend accrued.

Share and Membership Certificates: Recall

Sec. 30. (a) The by-laws may give the directors
the power to use the reserve funds to recall, at par
value, the membership certificates of any member
in excess of the amount requisite for membership,
and may also provide that if any member has failed
to patronize the association during a time specified
and in accordance with -the by-laws, the directors
may recall the member’s membership certificates,
thereby terminating his membership in the associa-
tion. - When membership certificates are recalled,
they shall be either reissued or cancelled. - No recall
may be made if the solvency of the association
would be jeopardized.

(b) The directors shall have the power to use the
reserve funds to recall and repurchase at par value,
together with any investment dividends due on the
investment certificates of any investor. The by-
laws may establish specific procedures, terms and
conditions for such recall and repurchase.

Certificates: Attachment

Sec. 31 The holdings of any member of an asso-
ciation, to the extent of the minimum amount neces-
sary for membership, but not to exceed $50, are
exempt from attachment, execution, or garnishment
for the debts of the owner. If any holdings in
excess of this amount are subjected to attachment,
execution, or garnishment, the directors of the asso-
ciation may either admit the purchaser to member-
ship, or may purchase the holdings at par value.

Liability of Members

See. 32. Members are not jointly or severally
liable for debts of the association, nor is a subscrib-
er liable, except to the extent of the unpaid amount
on the membership certificates or on the invested
capital certificates subsecribed by him. No subscrib-
er may be released from liability by assignment of
his interest in the membership capital certificates or
the invested capital certificates, but he is jointly and
severally liable with the assignee until the member-
ship certificates or investor certificates are fully
paid up.

Expulsion

Sec. 83. A member may be expelled by the vote
of a majority of the members voting at a regular or
special meeting. The member against whom the
charges are to be preferred shall be informed of the
charges in writing at least 10 days in advance of the
meeting, and shall be given an opportunity to be
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heard in person or by counsel at the meeting. If
the association votes to expel a ‘member, the board
of directors shall purchase the member’s capital
holdings at par value if and when such purchases
may be made without jeopardizing the solvency of
the association.

Allocation and Distribution of Net Savings

Sec. 34. (a) Af least once each year the mem-
bers or the directors, as the articles or by-laws may
provide, shall apportion the net savings of the asso-
ciation in the followmg order:

(1) investment d1v1dends, within the limitations of
Section 25 may be paid on invested capital, or if the
by-laws so provide, on the membership certificates,
but the investment dividends may be paid only out
of the surplus of the aggregate of the assets over
the aggregate of the liabilities;

(2) a portion of the remainder, as determined by
the articles or by-laws, may -be allocated to an
educational fund to be used in teaching cooperation,
and a portion may also be allocated to funds for the
general welfare of the members of the association;

3) a portion of the remainder may be allocated to
retained earnings;

(4) the remainder shall be allocated at the same
uniform rate -to all patrons of the association in
proportion to their individual patronage as follows:

(A) in the case of a member patron, the propor-
tionate amount of savings return distributed to the
member may be in the form of cash, property,
membership certificates, investment certificates or
in any combination of these;

(B) in the case of a subscriber patron, his propor-
tionate amount of ‘savings returns as the articles or
by-laws provide, may be distributed to him or credit-
ed to his account until the amount of capital sub-
scribed for has been fully paid.

(b) This section does not prevent an association
engaged in rendering services from disposing of the
net savings from the rendering of services in a
manner calculated to lower. the fees charged for
services or otherwise to further the common benefit
of the members.

(c) This section does not prevent an association
from adopting a system in which the payment of
savings returns which would otherwise be distribut-
ed are deferred for a fixed period of time, nor from
adopting a system in which the savings returns
distributed are partly in cash, partly in shares, with
the shares to be retired at a fixed future date, in the
order of their serial number or date of issue.

Recordkeeping

Séc. 85. (a) To record its business operation, ev-
ery association shall keep a set of books according
to standard accounting practices.

Art. 1396-50.01

(b). A written report shall be submitted to the
annual meeting of the association which shall in-
clude the following:

(1) a balance sheet, and income and expense
statement;

(2) the amount and nature of the association’s
authorized, subscribed, and paid-in capital, the num-
ber of its shareholders, and the number of share-
holders who were admitted or withdrew during the
year, the par value of its shares, and the rate at
which any return on capital has been paid; and

(3) for nonshare associations, the total number of
members, the number of members who were admit-
ted or withdrew during the year, and the amount of
membership fees received.

(c) The directors shall appoint a review commit-
tee, composed of members who are not principal
bookkeepers, accountants, or employees of the asso-
ciation.

(d) The committee shall report on the quallty of
the annual report and the bookkeeping system at
the annual meeting.

Annual Report

Sec. 36. (a) Every association having 100 or
more members or an annual business amounting to
$20,000 or more shall prepare, within 120 days of
the close of its operations each year, a report of its
condition, sworn to by the president and secretary,
which shall be filed in it§ registered office. * The
report shall state:

(1) the name and principal address of the associa-
tion;

(2) the names, addresses occupations, and date of
expiration of the terms of the officers and directors,
and their compensation, if any;

(3) the amount and nature of the association’s
authorized, subscribed, and paid-in capital, the num-
ber of its shareholders and the number of share-
holders who were admitted or withdrew during the
year, the par value of its shares, and the rate at
which any investment dividends have been paid;

(4) for nonshare associations, the total number of
members, the number of members who were admit-
ted or withdrew during the year, and the amount of
membership fees received; and

(5) the receipts, expenditures, assets, and liabili-
ties of the association.

(b) Every association having 3,000 or more mem-
bers or an annual business amounting to $750,000
or more shall file a copy of the report with the
secretary of state.

(c) A person who subscribes or verifies a report
containing a materially false statement, known to
the person to be false, commits a misdemeanor
punishable by a fine of not less than $25 nor more
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than $200, or by confinement in the county jail for
not less than 30 days nor more than one year, or by
both.

Notice of Delinquent Reports

Sec. 37. (a) If an association required by Sectlon
36 of this Act to file a report with the secretary of
state fails to do so in the prescribed time, the
secretary of state shall notify the association of the
delinquency by registered letter mailed to:its princi-
pal office within 60 days after the report becomes
delinquent. If an association required by Section 36
of this Act to file a report at its registered office
but not required to file a copy with the secretary of
state fails to do so in the prescribed time, the
secretary of state or any member may notify the
association of the delinquency by registered Ietter
mailed to its principal office. -

(b) If the association fails to file the report within
60 days from the date of notice under Subsection (a)
.of this section, a member of the association or the
attorney general may seek a writ of mandamus
against the association and the appropriate officer
or officers to compel the filing to be made, and in
the court shall require the association or the offi-

" cers at fault to pay all the expenses of the proceed-

ing including attorney fees.

Dissolution

Sec. 38. (a) An association may, at a regular or
special meeting legally called, be directed to dis-
solve by a vote of two-thirds of the entire member-
ship. If it is directed to dissolve, by a vote of a
" majority of the members voting, three of their num-
ber shall be designated as trustees, who shall liqui-
date, on behalf of the association and within a time
fixed in their designation or within any extension of
time, its assets;, and shall distribute them in the
. manner set forth in this section.

(b) A suit for involuntary dissolution of an associ-
- ation organized under this Act may be instituted for
. the causes and prosecuted in the manner set-forth
in Articles 7.01 to 7.12, Texas Non-Profit Corpora-
tion Act (Articles 1396-7.01 through 1396-7.12, Ver-
rion’s Texas Civil Statutes), except that any distribu-
tion of assets shall be in the manner set forth in this
section.’

(c) When an association is dissolved, its assets
shall’ be dlstmbuted in the following manner and
order:

Q) by paymg its debts and expenses;

(2) by returnmg to the investors the par value of
their capital;

(3) by returning to the subscribers to- mvested
capital the amounts paid on their subseriptions;

" (4) by returning to patrons the amount of patron-
age dividends credited to their accounts;
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(5) by returning to members their membership
capital; and

(6) by distributing any surplus in either or both of
the following ways, as the articles may -provide:

‘either among those patrons who have been mem-

bers or subsecribers at anytime during the six years
preceding dissolution, on the basis of patronage
during that period, or as a gift to any cooperative
association or other non-profit enterpmse w}uch may
be designated in the articles. . .

Use of Name “Cooperative”

Sec. 39. (a) Only an association organized under
this Act, a group organized on a cooperative basis
under .any other law of this state, or a foreign
corporation operating on a cooperative basis and
authorized to do business in this state under this or
any other law of this state may use the term “coodp-
erative,” or any abbreviation or derivation of the
term “cooperative,” as part of its business name, or
represent itself, in advertising or otherwise, as con-
ducting business on a cooperative basis.

(b) A person, firm, or corporation that violates
Subsection (a) of this section commits a misdemean-
or punishable by a fine of not less than $25 nor:
more than $200, with an additional fine of not more
than $200 for each month during which a viclation
occurs after the first month, or by confinement in
the county jail for not less than 80 days nor more"
than ‘one year, or by any combination of those
punishments.

(c) The attorney general may - sue to enjoin a
violation of this section.

(d) If a court of competent jurisdiction renders
judgment that a person, firm, or corporation which.
employed the name ‘‘cooperative” prior to this Act,
is not organized on a cooperative basis, but may.
nonetheless continue to use the word “cooperative,”
the business shall always place immediately after
its ‘name “the words ‘“does not comply with 'the
cooperative association law of Texas” in the same
kind of type, and in letters not less than-two-thirds
as large, as those used in the word “cooperative.”

Sec. 39A. [Expired]
Promotion Expenses

Sec. 40. (a) No association may use its funds,
directly or indirectly, issue shares, or ineur indebt--
edness for the payment of compensation for the
organization of the association, except necessary’
legal fees, or for the payment of promotion -ex-
penses, in excess of five percent of the amount paid
for the shares or membership certificates involved
in the promotion transaction.

(b) An officer, director, or agent of an association
who gives, or any person, firm, corporation or asso-
ciation who receives a promotion commission in
violation of this section commit$ a misdemeanor and”
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may be punished by a fine of not less than $25, nor
more than $200, or by confinement in the county jail
for not less than 30 days nor more than one year, or
by both. .

False Reports

Sec. 41. A person, firm, corporation, or associa-
tion that maliciously and knowingly spreads false
reports about the management or finances of any
association commits a misdemeanor punishable by a
fine of not less than $25 and not more than $200, or
by confinement in the county jail for not less than
30 days nor more than one year, or-by both.

Existing Cooperative Groups

Sec. 42. Any group operating on a cooperative
basis ‘on the effective date of this Act may elect by
a vote of two-thirds of the members voting to
secure the benefits of and be bound by this Act. If
it elects to secure the benefits of this Act, it shall
amend its articles and by-laws to conform with this
Act. . A certified copy of the amended articles shall
be filed and recorded with the secretary of state and
‘a fee of $5 shall be paid. ‘

Foreign Corporations. and Associations

See. 43. A foreign corporation or association op-
erating on a cooperative basis and complying with
the applicable laws of the state in which it is organ-
ized may transact business in this state as a foreign
cooperative corporation or association,

Exemption From Taxes

"Sec. 44. Each association organized under this
Act is exempt from the franchise tax -and from
license fees imposed 'by the state or a political
subdivision of the state. However, an association is
exempt from the franchise tax imposed by Chapter
171, Tax Code, only if the assoc1at10n is exempted
by that chapter

Exemption

Sec. 45. ' This Act does not apply to any corpora-
tion-or association organized and now existing or in
the future organized under the Cooperative Market-
ing Act, as amendéd (Articles 5737 through 5764
Revised Civil Statutes of Texas, 1925).1

lRepealed see, now, Agrlculture Code § 52.001 et seq
Effect of Invahdlty of Part of This Act

Sec. 46. If a court of competent jurisdiction
shall adjudge to be invalid or unconstitutional any
clause, sentence, subsection or section of this Act,
such judgment or decree shall not affect, impair,
invalidate, or nullify the remainder of this Act, but
the effect thereof shall be confined to the clause,

Art. 1402

sentence, subsection or section of this Act so ad-
judged to be invalid or unconstitutional.

[Acts 1975, 64th Leg., p. 814, ch. 318, §§ 1 to 46, eff. Sept.
1, 1975. Amended by Acts 1977, 65th Leg., p. 279, ch. 134,
§ 1, eff. May 11, 1977; Acts 1981, 67th Leg., p. 1777, ch.
389, § 217, eff. Jan. 1, 1982.]

Section 39A of this article expired of its own terms on September
1, 1978

Section 1 of the 1981 amendatory act enacted Title 2 of the Tax
Code.

2. RELIGIOUS AND CHARITABLE

Arts. 1396 to 1398. Repealed by Acts 1961, 57th
Leg., p. 458, ch. 229, § 1

Art. 1399 Lodges

The grand lodge of Texas, Anc1ent Free and
Accepted Masons, the Grand Royal Arch Chapter of
Texas, the Grand Commandery of Knights Templars
of Texas (Masonic); the grand lodge of the Indepen-
dent Order of Odd Fellows of Texas, and other like
institutions and orders organized for charitable or
benevolent purposes may, by the consent of their
respective bodies expressed by a resolution or other-
wise, become bodies corporate under this title.

[Acts 1925, S.B. 84))

Art. 1400. Lodges: Charter

The incorporation of any such grand lodge shall
include all of its subordinate lodges, or bodies hold-
ing warrant or charter under such grand body, and
each of such subordinate bodies shall have all the
rights of other corporations under and by the name
given it in such warrant or charter issued by the
grand body to which it is attached, such rights
being provided for in the charter of the grand body.
Such subordinate bodies shall, at all times, be sub-
ject to the jurisdiction and control of their respec-
tive grand bodies, and subject to have their war-
rants or - charters revoked by such grand body.

[Acts 1925, S.B. 84.]

Art. 1401. Lodges: Trustees

Such grand bodies and their subordinates may
elect their own trustees or directors, or name cer-
tain of their officers as such, and perform such
other acts as are directed or provided by law in the
case of other corporations, and shall have power to
make constitutions and by-laws for the government
of their affairs.

[Acts 1925, S.B. 84.]

_Art. 1402. Lodges: Property

Such orders, grand and subordinate, shall have
the right to acquire and hold such lands and person-
alty as may be necessary or convenient for sites
upon which to erect buildings for their use and
occupancy, and for homes and schools for their
widows, -orphans or aged or decrepit or indigent
members, and to sell or mortgage the same, such
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conveyances to be executed by the presiding-officer,
attested by the secretary with the seal. The power
and authority of such subordinate bodies to sell or
to mortgage shall be subject to such conditions as
may be from time to time presecribed or established
by the grand body to which the subordinate is
attached.

[Acts 1925, S.B. 84.]

Art. 1403.

Upon the demise of any subordinate body ‘so
incorporated, all property and rights existing in
such subordinate body shall pass to, and vest in, the
grand body to which it was attached, subject to the
payment of all debts due by such subordinate body;
but the grand body shall never be liable - for any
‘sum greater than the actual cash value of the
effects of such subordinate actually received by it,
or its authority.

[Acts 1925, 8.B. 84.]

Lodges: Demise

‘Art. 1404. Lodges: Loans

Any grand body incorporated under this subdivi-
sion shall have the right and authority to loan any
funds held and owned by it for charitable purposes,
for the endowment of any of its institutions, or
otherwise, and may secure such loans by taking-and
receiving liens on real estate, or in such other
manner as it may elect. Upon sale of any real
estate under such lien, such grand body may be-
come the purchaser thereof, and hold title thereto.

fActs 1925, S.B. 84.]

Art. 1405. Lodges: Duration

Any grand body incorporating under this subdivi-
sion may provide in its charter for the expiration of
its corporate powers at the end of any given num-
ber of years; or it may provide in its charter for its
perpetual existence, and by its corporate name have
perpetual succession of the officers and members.

[Acts 1925, S.B. 84.]

Art. 1406.

Any such grand body or subordinate body now
having a valid chartered existence may continue
under its present charter, or reincorporate under
this subdivision.

[Acts 1925, S.B. 84.]

Existing Lodge

~ Art. 1407. Lodges: Tax

Bodies incorporated under this subdivision shall
not be subject to, or required to pay a franchise tax.
However, an incorporated body is exempt from the
franchise tax imposed by Chapter 171, Tax Code,
only if the body is exempted by that chapter.

[Acts 1925, S.B. 84. Amended by Acts 1981, 67th Leg:, p.
1775, ch. 389, § 21, eff. Jan. 1, 1982.]
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Section 1 of the 1981 amendatory act enacted Title 2 of the Tax
Code,

Arts. 1408, 1409. Repealed by Acts 1961, 57th
Leg., p. 458, ch. 229, § 1
3. EDUCATIONAL

Arts. 1410, '1411. Repealed by Acts 1961, 57th
Leg., p. 408, ch. 205, § 2

Arts. 1412 to 1415. Repealed by Acts 1961, 57th
Leg., p. 458, ch. 229, § 1

Repealed by Acts 1971, 62nd Leg., p.
2016, ch. 620, § 2, eff. Jan. 1, 1972

See, now, Education Code, § 32.01 et seq.

Art. 1415a.

CHAPTER TEN. PUBLIC UTILITIES

1. TELEGRAPH

Art. .

1416, Public Ways: Use.
1417. Right of Way.

1418. Competitor: Rights.
1419. Interstate Lines.

1420. Consolidations.

1421, Consolidation: Powers.
1422, Municipal Regulation..

2. TELEPHONE AND TELEGRAPH
1423 to 1425. - Repealed. '

-1426.  Transfer of Messages.
1427.  Telephone Connections.
1428.  Telegraph Connections.
1429. Transfers Excepted.
1430. Transfer Hearing.
1431.  Penalty.
1432.  Appeals.
1432a." Obstruction or Falsification of Emergency Tele-
phone Calls; Penalty.
1432b. - Alteration or Control of Telephone Lines in Hos-
) tage or Armed Robbery Emergency.
1432¢. 9-1-1 Emergency Number Act.
o 3. WATER
1433. Privileges.
1433a. City or Town Laying Pipes, Ete., Qutside Its Lim-
its.
1434. Contracts.
1434a. Water Supply or Sewer Service Corporations.
4. GAS AND LIGHT
1435. Powers.

1435a. Cooperation by Entities in Electric Facilities Con-
struction, Financing, Ete.
1435a-1. Vahdatxon of Creation and Organlzatlon Pro-
ceedings of Certain Municipal Power Agen-
cies.

1435b. Joint Acquisition, Construction,- and Operation
of Electric Utility Facilities.
1436. Right of Way.

1436a. Construction of Lines on and across Roads and
Streets.
1436b. Use of Roads and Streets in Distribution of Gas.
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Art.

1436¢c. Safety of Persons Engaged in Activities in Proximi-
ty of High Voltage Electric Lines; Restrictions.
1437. Finances. )
1438. Discrimination.
1438a. Repealed.
5. SEWERAGE
1439. Eminent Domain.
6. DEPOSITS
1440. - Deposit for Installing Service.
1440a. Deposit for Installing Ser\_’ice.

7. REPORTS |
1441 to 1446. Repealed.

8. MISCELLANEQUS PROVISIONS

1446a. Disruption of Gas, Electric or. Water Service by
Picketing, Threats or Intimidation.

1446b. Fraudulently Obtammg Telecommunications Ser-
vices.

1446e¢. Public Utility Regulatory ‘Act.

1446¢-1. Standards for Rating Solar Energy Devices.

1446d.  Electrie Metering in Apartments and Condomin-
iums.

1446e. Gas Utility Regulatory. Act.

9. TRADE ZONES

1446.1. Laredo Trade Zone Corporation.

1446.2. McAllen Trade Zone Corporation.

1446.3.  Harlingen Trade Zone Corporation.

1446.4. . San Angelo Trade Zone Corporation.

1446.5. Amarillo Trade Zone Corporation.

1446.6.  Galveston Port of Entry Trade Zone.

1446.7. Houston Port of Entry Foreign Trade Zone.

1446.8.  Joint Airport Boards Foreign Trade Zone.

1446.9. El Paso Trade Zone Corporation.

1446.10. San Antonio Foreign Trade Zone.

1446.11. Brownsville Navigation District Foreign Trade
Zone.

1446.12. Rio Grande City Foreign Trade Zone.

1446.13. Del Rio Foreign Trade Zone.

1446.14. Eagle Pass Foreign Trade Zone.

1446.15. Foreign Trade Zones in\Port Arthur Customs
District and Orange and Jefferson Counties.

1446.16. Midlothian Foreign Trade Zone.

1446.17. Corpus Christi Foreign Trade Zone.

1. TELEGRAPH

Art. 1416. Public Ways: Use

‘Corporations created for the purpose of construct-
ing and maintaining magnetic telegraph lines, are
authorized to set their poles, piers, abutments,
wires and other fixtures along, upon and across any
of the public roads, streets and waters of this State,
in such manner as not to incommode the public in
the use of such roads, streets and waters.

[Acts 1925, S.B. 84.]

Art. 1417. Right of Way

They may also enter upon any lands owned by
private persons or by a corporation, in fee or less

Art. 1421

estate, for the purpose of making preliminary sur-
veys and examinations with a view to the erection
of any telegraph line, and from time to time appro-
priate so much of said lands as may be necessary to
erect such poles, piers, abutments, wires and other
necessary fixtures for a magnetic telegraph, and to
make such changes of location of any part of said
lines as may from time to time be deemed neces-
sary, and shall have a right of access to construct
said line, and when erected, from time to time as
may be requlred to repair the same, and shall have
the right of eminent domain to obtaln the right of
way and condemn lands for the use of the corpora-
tion.

[Acts 1925, S.B. 84.]

Art. 1418. Competitor: Rights

No corporation shall have power to contract with
any owner of land for the right to erect and main-
tain a telegraph line over his lands to the exclusion
of the lines of other companies.

[Acts 1925, $.B. 84]

Art. 1419.

Any corporation created as herein provided may
construct, own, use and maintain any line or lines of
telegraph, whether wholly within, or wholly or part-
ly beyond, the limits of this State.

[Acts 1925, S.B. 84.]

Interstate Lines

Art. 1420, Consolidations

They shall have power to lease or attach to their
line or lines-other telegraph lines, by lease or pur-
chase, and may join with any other corporation or
association in constructing, leasing, owning, using
or maintaining their line or lines, upon such terms
as may be agreed upon between the directors or
managers of the respective corporations, and may
own and hold any interest in such line or lines, or
may become lessees thereof on such terms as the
respective corporations may agree.

[Acts 1925, S.B. 84.]

Art. 1421.

Any telegraph company organized under the laws
of this State may, at any regular meeting of the
stockholders thereof, by vote of persons holding a
majority of shares of the stock of such company,
unite or consolidate with any other company or
companies organized under the laws of the United
States or of any State or territory, b§ the consent of
the company with which it may consolidate or unite;
and such company so formed may hold, use and
enjoy all the rights and privileges conferred by the
laws of Texas on companies separately organized
under the provisions of this title, and be subject-to
the same liabilities. '

[Acts 1925, S.B. 84.]

Consolidation: Powers
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Art. 1422, Municipal Regulation

The corporate authorities of any city, town or
village through which the line of any telegraph
corporation is to pass, may, by ordinance or other-
wise, specify where the posts, piers or abutments
shall be located, the kind of posts that shall be used,
the height at which the wires shall be run; and such
company shall be governed by the regulations thus
prescribed. After the erection of said telegraph
lines, the corporate authorities of any city, town or
village shall have power to direct any alteration in
the erection. or location of said posts, piers or abut-
ments, and also in the height at which the wires
shall run, having first given such company or its
agents opportunity to be heard in regard to such
alteration.

[Acts 1925, S.B. 84.]

2. TELEPHONE AND TELEGRAPH

Arts. 1423 to 1425. Repealed by Acts 1975, 64th
Leg., p. 2352, ch. 721, § 90, eff. Sept.
1, 1976

See, now, the Public Utility Regulatory Act, classified as art.
1446e.

Art. 1426. ' Transfer of Messages

All companies and corporations that own or oper-
ate telephone or telegraph lines for the purpose of
transmitting messages from one point to another,
are hereby required to arrange for conversations or
transfer of messages as hereinafter provided.

[Acts 1925, S.B. 84.]

Art. 1427. Telephone Connections

All persons, companies, firms or corporations do-
ing "a telephone business in this State shall be
compelled to make physical connections between
their toll line at common points, for the transmis-
sion of messages or conversations from one line to
another. Such connection shall be made through
the switchboard of such persons, companies, firms
or corporations, if any is maintained at such points,

so that persons so desiring may converse from-

points on one of such lines to points on another.
[Acts 1925, S.B. 84.] )

Art. 1428, Telegraph Connections

Each telegraph company or person, firm, corpora-
tion -or association engaged in the business of ac-
cepting and transmitting messages to and from
different points in this State, where the use of a
telegraph instrument or instruments is necessary in
the conduct of such business, shall, if there be any
other persons, firm, corporation. or association en-
gaged in such business at the same point or in the
same town, city or village, provide means whereby
all messages conveyed to such points over the lines
of any such companies shall be transferred to the
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lines of either or all other such companies engaged
in such business at such common points, and trans-
mitted to their final destination; and such facilities
shall be provided as will guarantee the transfer of
such messages in compliance with the provisions of
this subdivision.

[Acts 1925, S.B. 84.]

Art. 1429, Transfers Excepted

In no case shall any message be transferred from
one line to another against the will of the company
first handling the same, when it is possible for such
company to deliver said message direct to the party
for whom it is intended by way of the line or lines
operated .and owned by said company. No
telegraph or telephoneé company shall, under the
provisions of this subdivision be compelled to re-
ceive from the wires or lines of any other telegraph
or telephone company and convey to its final desti-
nation any message originating at any. point on its
own lines.

[Acts 1925, S.B.’84.]

Art. 1430. Transfér Hearing

The city council -in incorporated cities, and the
commissioners court at points where there is no city
council, shall on application of one hundred resident
citizens, or upon its own motion, hear such evidence
as they think necessary, and upon a final hearing
they shall determine whether or not it would be
necessary for public convenience, and just to the
telephone or telegraph companies, to make such
connection or arrange for the transfer of messages;
whereupon they. shall enter of record their findings,
and shall also set out in their order the conditions
upon which such arrangements for conversation or
transfer of messages shall be made, and shall de-
cide what proportion of expense shall be paid by
each of said connecting lines.

[Acts 1925, S.B. 84.]

Art. 1431.

Whenever the city council or commissioners court
shall enter an order in compliance with Arts. 1428
and 1429 requiring telephone or telegraph compa-
nies to arrange for conversation or transfer of
messages, it shall be compulsory on said company
to arrange for such. conversation or transfer of
messages, and failing to do so, they shall forfeit to
the State of Texas on suit by the county or district
attorney, the sum of ten dollars for each day they
so neglect. The penalty herein assessed shall not
be operative against a company which is' prevented
from making - connections as herein required,
through the fault or omission of another company,
so long as such fault or omission ‘shall cause such
failure on its part to so connect.

[Acts 1925, S.B. 84.]

Penalty
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Art. 1432. Appeals

Any company ordered to arrange for conversa-
tions or to transfer messages between its line and
another line as herein provided, shall have the right
to appeal from such order to the court having
jurisdiction over said matter, and the court shall, if
it shall find that appellant had reasonable grounds
for prosecuting such appeal, suspend the penalty
herein provided for until such appeal is finally deter-
mined.

[Acts 1925, S.B. 84.]

Art. 1432a. Obstruction or ' Falsification of
Emergency Telephone Calls; Pen-
alty : )

Sec. 1. Any person who shall wilfully refuse to

immediately relinquish a party line when such line is
needed for an emergency call to a fire department,
or police department, or for medical aid or ambu-
lance service, after having been informed that the
line is needed for such emergency call, shall be
guilty of a misdemeanor and upon conviction there-
of shall be fined not less than Twenty-five  Dollars
($25) nor more than Five Hundred Dollars ($500), or
shall be confined in the county jail for not more
than one month, or both such fine and confinement.

Sec. 2. Any person who shall secure the use of a
party line by falsely stating that such line is needed
for an emergency call to a fire department or police
station or for medical aid or ambulance service shall
be guilty of a misdemeanor and upon conviction
thereof shall be fined not less than Twenty-five
Dollars ($25) nor more than Five Hundred Dollars
($500), or shall be confined in the county jail for not
more than one month, or both such fine and confine-
ment.

Sec. 3. “Party line” .as used in this Section
means a subscriber’s telephone circuit, consisting of
two (2) or more main telephone stations connected
therewith, each station with a distinctive ring or
telephone number. “Emergency” as used in this
Section, means a situation in which property or
human life are in jeopardy and the prompt summon-
ing of aid is essential.

Sec. 4. Every telephone directory hereafter dis-
tributed to the members of the general public in this
state or in any portion thereof which lists the call-
ing numbers of telephones of any telephone ex-
change located in this state shall contain a notice
which explains the offense provided for in Sections
1 and 2 of this Act, such notice to be printed in type
which is not smaller than the smallest type on the
same page and to be preceded by the word “warn-
ing” printed in type at least as large as the largest
type on the same page; provided, that the provi-
sions of this Section shall not apply to those directo-
ries distributed solely for business advertising pur-
poses, commonly known as classified directories,
nor to any telephone directory heretofore printed or

Art. 1432¢

distributed to the general public. Once each year
there must be enclosed in each telephone bill mailed
to persons using party line telephones a notice of
substance of the provisions of Sections 1 and 2 of
this Act. Any person, firm or corporation providing
telephone service which distributes or causes to be
distributed in this state copies of a telephone direc-
tory which is subject to the provisions of this Sec-
tion and from which the notice herein provided is
wilfully omitted or who wilfully fails to enclose the
notice required to be enclosed in bills by this Section
shall be guilty of a misdemeanor and upon convie-
tion thereof shall be fined not less than Twenty-five
Dollars ($25) nor more than Five Hundred Dollars
(3500). '

[Acts 1961, 57th Leg., p. 578, ch. 272.]

Art. 1432b. Alteration or Control of Telephone
Lines in Hostage or Armed Rob-
bery Emergency

Sec. 1. The supervising law enforcement official
having jurisdiction in the geographical area where
hostages are held, or where an armed suspect is
barricaded, who has probable cause to believe that
the holder of one or more hostages is committing a
crime, or that the armed suspect is committing a
crime, shall have the authority to order a previously
designated telephone company security employee to
arrange to cut, reroute, divert, or otherwise control
telephone lines in any emergency in which such
hostages are being held, or where an armed suspect
is barricaded, for the purpose of preventing tele:
phone communication by the holder of such hos-
tages, or armed barricaded suspect, with any person
other than a peace officer or a person authorized by
the peace officer.

The serving telephone company within the geo-
graphical area of a law enforcement unit shall des-
ignate a telephone company security official and an
alternate to provide all required assistance to law
enforcement officials to carry out the purpose of
this section.

Sec.. 2. Good faith reliance on an order by a
supervising law enforcement official pursuant to
this article shall constitute a complete defense:to
any civil or criminal action brought against a tele-
phone company, its directors, officers, agents, or
employees, as a result of compliance with such
order.

[Acts 1981, 67th Leg., p. 3055, ch. 801, eff. June 17, 1981.]

Art. 1432¢. 9-1-1 Emergency Number Act

Short Title

Sec. 1. This Act may be cited as the 9-1-1
Emergency Number Act.



Art. 1432¢

Purpose

Sec. 2. It is the purpose of this Act to establish
the number 9-1-1 as the primary emergency tele-
phone number for use by certain local governments
in this state and to encourage units of local govern-
ment and combinations of the units to develop and
improve emergency communication procedures and
facilities in a manner that makes possible the quick
response to any person calling the telephone num-
ber 9-1-1 seeking police, fire, medical, rescue, and
other emergency services. To this purpose the leg-
islature finds and declares:

(1) it is in the public interest to shorten the time
required for a citizen to request and receive emer-
gency aid;

(2) there exist thousands of different emergency
telephone numbers throughout the state, and tele-
phone exchange boundaries and central office ser-
vice areas do not-necessarily correspond to public
safety and political boundaries;

(3) a dominant part of the state’s population is
located in rapidly expanding metropolitan areas that
generally cross the boundary lines of local jurisdic-
tions and- often extend into two or more counties;
and

(4) provision of a single, primary three-digit emer-
gency number through- which emergency services
can be quickly and efficiently obtained would pro-
vide a significant contribution to law enforcement
and other public safety efforts by making it less
difficult to notify quickly public safety personnel.

Definitions
Sec. 3. ‘In this Act:

(1) “9-1-1 service” means that the user of the
public telephone system has the ability to reach a
public safety answering point by dlalmg the digits
9-1-1.

(2) “Public agency” means an incorporated mu-

nicipality or a county, located within the state that
provides or has authority to provide fire-fighting,
law enforcement, ambulance, medical, or other
emergency services.

(3) “Participating Jur1sdlctmns means those pub
lic agencies that vote to be a part of a communica-
tion district.

(4) “Board of managers” or “board” means the

governing authority of a communication district.

(5) “District” means a communication dlstrxct cre-
ated under this Act.

(6) “Principal city” means the city that has the
largest popuiation within a county, according to the
most recent federal census.

(7) “Public safety agency” means a functional
division of a public agency that provides fire-fight-
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ing, law enforcement, ambulance; medical, or other
emergency services,

(8) “Private safety entity” means a private entity
that provides emergency fire, ambulance, or medical
services.

(9) “Public safety answering point” or “PSAP”
means a communications facility operated on a 24-
hour basis, seven days a week, assigned responsibil-
ity to receive 9-1-1 calls and, as appropriate, direct-
ly to dispatch emergency response services or to
transfer or relay emergency 9-1-1 calls to other
public safety agencies. It is the first point of
reception by a public safety agency of a 9-1-1 call
and serves the jurisdictions in which it is located or
other participating jurisdictions.

(10) “Transfer method” means the method of re-
sponding to a telephone request for emergency ser-
vice by which a PSAP transfers the call directly to
the appropriate public safety agency or other pro-
vider of emergency services for appropriate action.

(11) “Relay method” means the method of re-
sponding to a telephone request for emergency ser-
vice by which a PSAP notes pertinent information
and relays this information to the appropriate public
safety agency or other provider of emergency ser-
vices for appropriate action.

(12) “Dispatch method” means the method of re-
sponding to a telephone request for emergency ser-
vice by which a PSAP decides on the proper action
to be taken and dispatches, when necessary, the
appropriate emergency service unit.

(13) “Automatic number identification” or “ANI”
means a feature by which a service supplier is
enabled to identify the telephone number of a caller.
The feature works by forwarding the caller’s tele-
phone number to the PSAP where the data is re-
ceived by equlpment that translates it into a visual
display.

(14) *Automatic location identification” or “ALI”
means a feature corresponding to ANT by which the
number provided by the ANI feature is matched
with the address or location of the telephone from
which the call is made and is presented to the PSAP
along with the number in a computerlzed 9-1-1
service system. ‘

(15) “Selective routing” means the feature provid-
ed with computerized 9-1-1 service by which 9-1-1
calls are automatically routed to the answering
point serving the place from which the call origi-
nates.

(16) “Data base” means the information stored in
a management system which is a system of manual
procedures and computer programs used to create,
store, and update the data required for the selective
routing and ALI features in the provision of compu-
terized 9-1-1 service. .



67 TITLE 32 CORPORATIONS

(17) “Service user” means any ,person or entity
who is provided local exchange access lines/trunks
in the district. :

(18) ““‘Service supplier” means any entity provid-
1ng local exchange access lines/trunks to any ser-
vice user throughout the district.

(19) “Principal service supplier” means that enti-
ty that provides the greatest number of central
office lines to the district.

(20) “Local exchange access lines/trunks” means
all types of lines or trunks which connect the ser-
vice user to the service supplier's local telephone
exchange office.

(21) “Base rate” means the rate or rates billed by

a service supplier-as stated in the service supplier’s

charges and approved by the appropriate regulatory

authority which represent the service supplier’s re-

curring ‘charges = for local exchange access

- lines/trunks or their equivalent, exclusive of all
taxes, fees, license costs, or similar charges.

(22) “9-1-1 service system” as described in this
Act means a computerized system of processing
emergency 9-1-1 calls.

Application; Terrltory

Sec. 4. (a) This Act applies only to counties with
a population of more than 2 million according to the
most recent federal census and certain adjacent
territory described by this section. The initial terri-
tory included in a district shall be all the area
delineated as follows:

(1) all of the territory of the principal city, includ-
ing portions that lie in adjacent counties;

(2) all nonprincipal cities and towns lying wholly
or partly within a county covered by this Act; and

(3) all unincorporated areas of a county covered
by this Act.

(b) If a city or town that is a part of a communi-
cation district lawfully annexes additional territory
that is not a part of the district, the annexed territo-
ry becomes. a part of the district. '

Board of Managers

See. 5. -(a) An area covered by this Act is autho-
rized to create a communication district which is to
be named by its governing authority. The district’s
governing authority is a board of managers com-
posed of the following five voting and one nonvot-
ing members

(1) one voting member appointed by the commis-
sioners court of the county;

(2) two voting members appointed by the mayor
of the principal city with city council approval;

{(8) one voting member appointed jointly by the
volunteer fire departments operating wholly or part-
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ly within the district with the selection process
coordinated by the county fire marshal;

(4) one voting member appointed jointly:

(A) by nonprincipal cities, in the case of the initial
member appointed under this subdivision; and

(B) by nonprincipal cities that are participating
jurisdictions, in the case of each successor member
appointed under this subdivision; and

(5) one nonvotmg member appointed by the prin-
cipal service supplier.

(b) Except for the initial members, board mem-
bers are appointed for staggered terms of two
years, with three members’ terms expiring each
year. -After the appointment of the initial board,
the members shall draw lots 'so that three initial
members serve one-year terms and three serve two-
year terms. ' A board member may be removed
from office at will by the entity or officer appoint-
ing the member to the board. All vacancies on the
board, whether by death, resignation, or removal,
shall be filled for the remainder of the term in the
manner provided for the original appointment.

(c) The duties of the board, whose members shall
serve without compensation, shall be to manage,
control, and administer the district. The board may
adopt rules for the operation of the district. The
board may contract with any public or private entity
to effect the purposes of this Act, including the
operation of a 9-1-1 system.

(d) The board may by its sole authority appoint a
presiding officer and any other officers it considers
necessary from among the membership of the
board. The director of the district or any member
of the board may be appointed as secretary of the
board. The board shall require the secretary to
keep suitable records of all proceedings of each
meeting of the board. The record shall be read and
signed after each meeting by the presiding officer
or any other member presiding at the meeting and
attested by the secretary.

(e) Unless a quorum is present, the board may
not take any binding or final action on any item. A
majority of the total voting membership of the
board constitutes a quorum.

(f) The district shall pay all expenses necessarily
incurred by the board in performing its functions
under this Act.

(g) Voting members shall be entitled to meet in
executive session in accordance with the open meet-
ings law, Chapter 271, Acts of the 60th Legislature,
Regular Session, 1967, as amended (Article 6252-17,
Vernon's Texas Civil Statutes).

Director of Communication District

Sec. 6. (a) The board shall appoint a general
manager to be known as the director of the commu-
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nication district and shall fix the compensation of
the director. The director is subject to removal at
any time by the board. The director may employ
any experts, employees, and consultants, with ap-
proval by the board, as it may consider necessary to
effect the purposes of this Act. The director shall
perform all duties that may be required by the
board and shall supervise all the operations of the
district subject to any limitations as may be pre-
scribed by the board. The director must be a per-
son qualified by training and experience for the
position.

(b) Once a year, as soon as practicable after the
close of the fiscal year, the director shall prepare in
writing and present to the board and to all partici-
pating public agencies a full, sworn statement of all
money received by the district and how the money
was disbursed or otherwise disposed of. The report
shall show in detail the operations of the district for
the term. Under the direction of the board, the
director shall prepare an annual budget that must
be approved by the board and then presented to the
commissioners court of the county covered by this
Act and to the city council of the principal city for
final approval. In a like manner, all budget revi-
sions must be approved by the board, the commis-
sioners court, and the city council. Annually, the
board shall perform an mdependent f1nanc1al audit
of the district.

Establishment of 9-1-1 Service

Sec. 7. (a) A communication district created un-
der this Act shall provide 9-1-1 service to all partici-
pating jurisdictions under any one or a combination
of the methods and features enumerated in Sections
3(10)~(15), or equivalent state-of-the-art technology,
by one or both of the following plans:

(1) with the consent of a participating jurisdietion,
the district may design, implement, and operate a
9-1-1 system for the jurisdiction; final plans for the

system for a particular jurisdiction must have the.

approval of the jurisdiction; or

(2) with the consent of the affected participating
jurisdictions, the district may design, implement,
and operate a 9-1-1 system for two or more partici-
pating jurisdictions if a joint operation would be
more economically feasible than separate systems
for each jurisdiction; final plans for the system

must have the approval of the participating jurisdic-

tions.

(b) The district shall recommend minimum stan-
dards for a 9-1-1 system.

Primary Emergency Telephone Number -

Sec. 8. The digits 9-1-1 shall be the primary
emergency telephone number within the territory of
a district established under this Act. A public safe-
ty agency whose services are available through a
9-1-1 system may maintain a separate number or
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numbers for emergencies and shall maintain a sepa-
rate number or numbers for nonemergency tele-
phone calls.

Transmitting Réquests for Emergency Aid ..

Sec. 9. (a) A 9-1-1 system established under
this Act must be capable of transmitting requests
for fire-fighting, law enforcement, ambulance, and
medical services to a public safety agency or agen-
cies that provide the requested service in the juris-
diction at the place where the.call originates. A
9-1-1 system may also provide for transmittal of
requests for other emergency services such as poi-
son_control, suicide prevention, and civil defense.

(b) A 9-1-1 PSAP may transmit emergency re-
sponse requests to private safety entities.

(c) With the consent of a participating jurisdic-
tion, privately owned automatic intrusion alarms
and other privately owned automatic alerting de-
vices may be installed so as to cause the number
9-1-1 to be dialed in order to gain access to emer-
gency services. :

Confirmation and Fee Election

See. 10. (a) When all five voting board members
have been-appointed or if following the 90th day
after the effective date of this Act, at least three
voting board members have heen appointed, the
district is tentatively established, subject to confir-
mation or dissolution as pr0v1ded by this section.
Not later than the 90th day after the district is
tentatively established, the board shall institute pro-
ceedings for the creation of a district under this
Act.

(b) The board when so authorized by a majority
of the votes cast in the election and by a majority
vote of the governing body of each public agency to
become a participating jurisdiction, may charge a
9-1-1 emergency service fee at a rate not to exceed
two percent of the base rate of the principal service
supplier per service user per month in the partici-
pating jurisdictions. - For the purposes-of this vote
of the governing body of each public agency, the
jurisdiction of the county includes all unincorporat-
ed areas of the county. The 9-1-1 emergency ser-
vice fee must have uniform application and must be -
imposed within all participating jurisdictions..

(c) A governing body of a public agency voting at
a later date to participate in the district must have
the 9-1-1 emergency service fee charged beginning
on the date-the governing body passes the resolu-
tion or order formally making the public agency a
participating jurisdiction of the district. At the time
territory is.added to a district under Section 4 of-
this Act, the 9-1-1 emergency service fee that the
board has already been authorized to charge applies
to the added territory. :



69 TITLE 32 CORPORATIONS

(d) The board shall call an election within the
territory defined in Section 4 of this Act for confir-
mation of the district and authority to charge and
collect a 9-1-1 emergency service fee.

(e) The board shall order an election as prescribed
in Subsection (a) of this section, and it shall order
the ballot to be printed to provide for voting for or
against the proposition: “Confirming the creation of

the (name of the communication district) and author--

izing a 9-1-1 emergency service fee to be charged.”
Each qualified voter in.the proposed district is enti-
tled to vote in the election.

(f) The board shall give notice of ‘the election by
posting the notice of the election in each election
precinet in the district not later than the 20th day
before the day of the election and by publishing the
notice at least one time, not before the 25th day nor
after the 10th day before the day of the election, in
at least one daily newspaper of general circulation
published in the district. The board shall include in
the notice the nature and date of the election, the
hours during which. the polls will be open, the
location of the polling places, and a description of
the nature and maximum rate of the proposed 9-1-1
emergency service fee and the nature and proposed
territory of the district. Except as provided by this
section, the election shall be held to the extent
practicable in accordance with the general election
laws. A copy of the notice of the election shall be
given to the county clerk of the county covered by
this Act.

(g) Immediately after the election, the presiding
judge of each election precinct shall return the
results to the county clerk of the county covered by
- this Act, who shall canvass the returns and forward
the results to the board. If a majority of the votes
cast favors confirmation of the creation of the dis-
trict and the levy of a 9-1-1 emergency service fee,
the district continues to exist. If the votes cast-are
such that the distriet continues to exist, the board
shall enter the results on its minutes and adopt an
order declaring that the creation of the district is
confirmed. A certified copy of the order shall be
filed with the county clerk and shall be filed in the
deed records of each county in which the district is
located. The order shall include the date of. the
election, the proposition voted on,.the number of
votes cast for and. against the proposition, and the
number of votes by which the proposition was ap-
proved. The order shall be accompanied by a map
of the district clearly showing the boundaries of the
district. o

(h) If the majority of votes cast at the election is
against the confirmation of the creation of the dis-
trict and the levy of the fee, the district shall cease
to exist. The board shall enter an order so declar-
ing and file a certified copy of the order with the
county clerk of the county covered by this:Act, and
the tentatively established district is dissolved. If a
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tentatively established district is dissolved, the pro-
cedure to establish a new district that will include
any part of the dissolved district may be initiated
only after the expiration of one year from the date
of the election that resulted in the dissolution of the
previous district.. The procedure for establishing
the new district is the same procedure prescribed by
this Act for originally establishing a district and is
initiated by the appointment under Section 5 of this
‘Act of a board of managers for the new -district.

(i) The cost of the election shall be divided equally
between the county and the principal city.

District. Powers

Sec. 11. (a) The district, when created and con-
firmed, constitutes a public body corporate and poli-
tic, exercising public and essential governmental
functions, having all the powers necessary or conve-
nient to effect the purposes and provisions of this

Act, including the capacity to sue or be sued. The

district shall function in accordance with this Act,
and the board may levy and. collect the proposed
9-1-1 emergency service fee. The order establish-
ing the creation of the district shall specify the date
of the commencement of the levy and collection of
the 9-1-1 emergency service fee.

(b). In order to fund the district, it may receive
federal, state, county, or municipal funds as well as
private funds and may expend the funds for the
purpose of this Act. The board shall determine the
method and sources of funding for the district.

Levels of Revenues and Expenses

Sec. 12. The board in charging the 9-1-1 emer-
geney service fee under this Act shall undertake to
achieve-a matching of the revenues to the operating
expenses of the district and to provide reasonable
reserves for contingencies and for purchase and
installation of 9-1-1 emergency service equipment.
Allowable operating expenses include all costs at-
tributable to designing a 9-1-1: system and all
equipment and personnel necessary for the estab-
lishment and operation of a PSAP and other related
answering points as the board deems necessary. If
the proceeds generated by a 9-1-1 emergency ser-
vice fee exceed the amount of money necessary to
fund the district, the board shall by resolution re-
duce the rate to an amount adequate to fund the
district as provided by this section. In lieu of
reducing the rate, the board may suspend the fee if
the revenues generated from it exceed the district’s
needs. The board may by resolution reestablish.the
9-1-1 emergency service fee or lift the suspension
of it if the amount of money generated is not
adequate to fund the district.

Imposition and Collection of Fee

See.'13. (a) A 9-1-1 emergency service fee may
be imposed only upon the base rate charges or their
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equivalent, exclusive of coin-operated ~telephone
equipment. The fee may not be imposed upon more
than 100 local exchange access lines/trunks or their
equivalent per entity per location. Every billed
service user is liable for any fee imposed under this
subsection until it has been paid to the service
supplier. The duty of the service supplier to collect
the fee begins on the date of its implementation
which shall be specified in the resolution calling the
election. The 9-1-1 emergency service fee shall be
.added to and shall be stated separately in the billing
by the service supplier to the service user.

(b) The service supplier is not obligated to take
any legal action to enforce the collection of any
9-1-1 emergency service fee. However, the service
supplier shall provide the board with a certificate of
delinquency. Such certificate shall be provided an-
nually, and it shall include the amount of all delin-
quent 9-1-1 fees and the name and address of the
nonpaying user. A service user account shall be

found delinquent if the 9-1-1 emergency service

fees have not been paid to the service supplier

within 30 days from the payment due date stated on .

the user’s bill from the service supplier. The fee
shall be collected at the same time as the service
charge in accordance with the regular billing prac-
tice of the service supplier. The district may com-
mence legal proceedings to collect fees not paid, and
the district may establish internal collection proce-
dures and recover the cost of collection from the
nonpaying user. In the event legal proceedings are
commenced, the district shall be entitled to collect
court costs, attorney fees, and interest from the
nonpaying user. Interest on the delinquent amount
shall accrue at a rate of 12 percent from the pay-
ment due date. The certificate of delinquency shall
constitute prima facie evidence of delinquency.

(c) The amount of the fee shall be set each year

as part of the annual budget, and the service suppli-

er shall be given at least 90 days’ notice of a change
in the fee. The amounts collected by the service
supplier attributable to any 9-1-1 emergency ser-
vice fee shall be due quarterly. The amount of the
fee collected in any one calendar quarter by the
service supplier shall be remitted to the district no
later than the 60th day after the last day of the
calendar quarter.. On or before. that 60th day, a
return, in a form the district prescribes, shall be
filed with the district together with a remittance of
the amount of fees collected payable to the district.
The service supplier shall maintain records of the
amount of fees collected for a period of at least two
years from the date of collection. The board may
require at its expense an annual audit of the service
supplier’s books and records with respect to the
collection and remittance of the fee.. From the
collected 9-1-1 fees to be remitted to the board, the
service supplier shall be entitled to retain as an
administrative fee an amount equal to two percent
of the collected 9-1-1 fees.

TITLE 32 CORPORATIONS 70

(d) After the election confirming the creation of a
district created under this Act, the board shall select
a depository for the district in the manner provided
by law for the selection of county depositories. The
depository shall be the depository of the district for
a period of two years after its selection and until its
successor is selected and qualified.

Number and Loca{‘ion Identification; ‘Liability

Sec. 14. (a) Current telephone numbers of sub-
seribers and the addresses associated with the num-
bers shall be furnished by a service supplier as a
part of computerized 9-1-1 service on a call-by-call
basis and shall be deemed confidential and may not
be available for public inspection.

(b) A service supplier is not liable to any person
who uses the 9-1-1 system created under this Act
for release to the district of the information speci-
fied in Subsection (a) of this section.

Public Review

Sec. 15. - (a) Every three years, the board shall
solicit public input and hold a public hearing on'the
continuation of the district and the 9-1-1 emergency
service fee. The first public hearing shall be held
three years after the date the order certifying the
creation of the district is filed with the county clerk.
Thereafter, the public hearings ‘shall be held three
years after the date the order of the previous public
hearing has been adopted, if the order was for
continuation.

-(b) Notice of the time and place of the public
hearing shall be published once a week for two
consecutive weeks in a daily newspaper of general
circulation published in the district, the first publica-
tion to be not less than 15 days before the date
fixed for the hearing.

(c) After the public hearing, the board shall adopt
an order on the continuation or the dissolution of
the district and the fee.

(d) If a district is dissolved under this Act, the
9-1-1 service shall be discontinued on the date of
the dissolution. The commissioners court of - the
county in which the principal part of the district was
located shall assume the assets of the district and
pay the debts of the district. If the assets of the
district are insufficient to retire the outstanding
bonded indebtedness of the distriet, the commission-
ers court shall continue to levy the 9-1-1 emergency
service fee, the proceeds from which may be used
only to retire the outstanding bonded indebtedness
of the district. The commissioners court shall retire
the indebtedness of the district to the extent practi-
cable in accordance with the terms of the bonds and
the terms of the orders and resolutions authorizing
their issuance. The service supplier shall continue
to collect the 9-1-1 emergency service fee and shall
pay the fee to the commissioners court. The com-
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missioners court by order may adopt regulations
necessary to administer this subsection.

Issuance of Bonds

.Sec. 16. The board may issue and sell bonds in
the name of the district to finance:

(1} the acquisition by any method of facilities,
equipment, or supplies necessary for the district to
begin providing 9-1-1 service to all participating
jurisdictions; or _

(2) the installation of equipment necessary for the
district to begin providing 9-1-1 service to all partic-_
ipating jurisdictions.

Manner of Repayment.of Bonds .

Sec. 17. The board may provide for the payment
of principal of and interest on the bonds by pledging
all or any part of the district’s revenues from the
9-1-1 emergency service fee or from other sources.

Additional Security for Bonds

Sec. 18. (a) The bonds may be additionally se-
cured by a deed of trust or mortgage lien on part or
all of the physical properties of the district and
rights appurtenant to such properties, vesting in the
trustee power to sell the properties for payment of
the indebtedness, power to operate the properties,
and all other powers necessary for the further
security of the bonds.

(b) The trust indenture, regardless of the exist-
ence of the deed of trust or mortgage lien on the
properties, may contain provisions prescribed by the
board for the security of the bonds and the preser-
vation of the trust estate, may make provisions for
amendment or modification and -may make provi-
sions for investment of funds of the district.

(¢) A purchaser under a sale under the deed of
trust or mortgage lien shall be absolute owner of
the properties and rights purchased and may main-
tain and operate them.

Form of Bonds

Sec. 19. (a) A district may issue its bonds in
various series or issues.

(b) Bonds may mature serially or otherwise not
more than 25 years from their date and shall bear
interest at any rate permitted by the constitution
and laws of the state.

(¢) A district’s bonds and interest coupons, if any,
are investment securities under the terms of Chap-
ter 8 of the Business & Commerce Code and may be
issued registrable as to principal or as to both
principal and interest and may be made redeemable
before maturity, at the option of the district, or may
contain a mandatory redemption provision.

(d) A district’'s bonds may be issued in the form,
denominations, and manner -and under the terms,
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conditions, and details and shall be signed and exe-
cuted as provided by the board in the resolution or
order authorizing -their issuance.

Provisions of Bonds

Sec; 20. (a) In the orders or resolutions author-
izing the issuance of bonds, including .refunding
bonds, the board may provide for the flow of funds,
the establishment and maintenance of the interest
and sinking fund, the reserve fund, and other funds
and may make additional covenants with respect to
the bonds, the pledged revenues, and the operation
and maintenance of any fac1ht1es the revenue of
which is pledged.

(b) The orders or resolutions of the board author-
izing the issuance of -bonds may also prohibit the
further issuance of bonds or other obligations pay-
able from the pledged revenue or may reserve the
right to issue additional bonds to be secured by a
pledge of and payable from the revenue on a parity
with or subordinate to the lien and pledge in sup-
port of the bonds being issued.

(c) The orders or resolutions of the board issuing
bonds may contain other-provisions and covenants
as the board may determine.

" (d) The board may adopt and have executed any
other proceédings or instruments necessary and
convenient in the issuance of bonds.

Approval by Attorney General; Registration
by Comptroller

Sec. 21. (a) Bonds issued by a-district must be
submitted to the Attorney General of the State of
Texas for examination,

(b) If the attorney general finds that the bonds
have been authorized in accordance with law, he
shall approve them, and they shall be registered by
the Comptroller of Public Accounts of the State of
Texas.

(c) After the approval and registration of bonds,
the bonds are incontestable in any court or other
forum for any reason and are valid and binding
obligations in accordance with their terms for all
purposes.

‘ Refunding Bonds

Sec. 22. (a) A district may issue bonds to refund
all or any part of its outstanding bonds, including
matured but unpaid interest coupons.

(b) Refunding bonds shall mature serially or oth-
erwise not more than 25 years from their date and
shall bear interest at any rate or rates permitted by
the constitution and laws of the state.

(c) Refunding bonds may be payable from the
same source as the bonds being refunded or from
other additional sources.
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(d) The refunding bonds must be approved by the
attorney general as in the case of other bonds and
shall be registered by the eomptroller on the surren-
der and cancellation of the bonds being refunded.

(e) The orders or resolutions authorizing the is-
suance of the refunding bonds may provide. that
they be sold and the proceeds deposited in the place
or places at which the bonds being refunded are
payable, in which case the refunding bonds may be
issued before the cancellation of the bonds being
refunded. If refunding bonds are issued before
cancellation of the other bonds, an amount suffi-
cient to pay the principal of and interest on the
bonds being refunded to their maturity dates, or to
their option dates if the bonds have been duly called
for payment prior to maturity according to their
terms, shall be deposited in the place or places at
which the bonds being refunded are payable. The
comptroller shall register the refunding bonds with-
out the surrender and. cancellation of bonds being
refunded. ’

(f) A refunding may be accomplished in one or in
several installment deliveries. Refunding bonds
and their interest coupons are investment securities
under Chapter 8 of the Business & Commerce Code.

() In lieu of the method set forth in Subsections
(a). through (f) of this section, a district may refund
bonds, notes, or other obligations as provided by the
general laws of the state. ’

Bonds as Investments

Sec. 23. District bonds are legal and authorized
investments for:

(1) banks;
(2) savings banks;
- (3) trust companies;
(4) savings and loan associations;
(5) insurance companies;
(6) fiduciaries;
(7) trustees;
(8) guardians; and

(9) sinking funds of cities, counties, school dis-
tricts, and other political subdivisions of the state
and other public funds of the state and’its agencies,
including the permanent school fund.

Bonds as Security for Deposits

Sec. 24.- District bonds are eligible to secure de-
posits of public funds of the state and cities; coun-
ties, school districts, and other political subdivisions
of the state. The bonds are lawful and sufficient
security for deposits to the extent of their value
when accompanied by all unmatured coupons.
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Tax Status of Bonds

Sec. 25. Since a district created under this Act is
a public entity performing an essential public func-
tion, bonds issued by the district, any transaction
relating to the bonds, and profits made in the sale
of the bonds are free from taxation by the state or
by any city, county, special district, or other political
subdivision of the state.

[Acts 1983, 68th Leg., p. 465, ch. 97, 8§ 1 to 25, eff. July 1,
1983.]

3. WATER

Art. 1433. Privileges

Any water corporation shall have the power to
sell and furnish such quantities of water as may be
required by the city, town or village where located
for public or private buildings or for other purposes;
and such corporation shall have the power to lay
pipes, mains and conductors for conducting water
through the streets, alleys, lanes and squares of
any such city, town or village, with the consent of
the governing body thereof, and under such regula-
tions as it may preseribe. Such corporation is fur-
ther authorized to lay its pipes, mains and conduc-
tors and other fixtures for conducting water
through, under, along, across and over all public
roads, streets and waters lying and situated outside
the territorial limits of any such ecity, town, or
village in such manner as not to incommode the
public in the use of such roads, streets and waters.
Any such corporation shall notify the State High-
way Commission, or the Commissioners Court hav-
ing jurisdiction, as the case may be, when it propos-
es to build lines along the right of way of any State
Highway, or county road, outside the limits of an
incorporated city or town, whereupon the Highway
Commission, or the Commissioners Court may, if it
so desires, designate the place along the right of
way where such lines shall be constructed. The
public agency having jurisdiction or control of a
highway or county road, that is, the Highway Com-
mission or the Commissioners Court, as the case
may be, may require any such corporation, at its
own expense, to relocate its lines on a State High-
way or county road outside the limits of an incorpo-
rated city or town, so as to permit the widening or
changing of traffic lanes, by giving thirty (30) days
written notice to such corporation and specifying
the line or lines to be moved, and indicating the
place on the new right of way where such line -or
lines may be placed. - When deemed necessary to
preserve the public health, any company or corpora-
tion chartered under the laws of this State for the
purpose of constructing waterworks or furnishing
water supply to any city or town, shall have the
right of eminent domain to condemn private proper-
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ty necessary for the construction of supply reser-
voirs or standpipes for water work.

[Acts 1925, S.B. 84; Acts 1949, 51st Leg., p. 1370, ch. 622,
§1.]

Art. 1433a. City or Town Laying Pipes, Etc.,

Outside Its Limits

Any incorporated city or town, in addition to
powers otherwise existing, is authorized to lay its
pipes, mains and conductors and other fixtures for
conducting water through, under, along, across and
over all public roads and waters lying and situated
outside the territorial limits of such city or town in
such manner as not to incommode the public in the
use of such roads. Any such city or town shall
notify the State’ Highway Commission, or the Com-
missioners -Court having jurisdiction, as the case
may be, when it proposes to build lines along the
right of way of any State Highway, or county road,
outside the limits of an incorporated city or town,
whereupon the Highway Commission, or the Com-
missioners Court may, if it so desires, designate the
place along the right of way where such lines shall
be constructed. The public agency having jurisdic-
tion or control of a highway or county road, that is,
the Highway Commission or the Commissioners
Court, as the case may be, may require any such
city or town, at its own expense, to relocate its lines
on a State Highway or county road outside the
limits of an incorporated city or town, so as to
permit the widening or changing of traffic lanes, by
giving thirty (30) days written notice to such city or
town and specifying the line or lines to be moved,
and indicating the place on the new right of way
where such line or lines may be placed.

[Acts 1949, 51st Leg., p. 1370, ch. 622, § 1.]

Art. 1434. Contracts

-The governing body of any city, town or village in
which any water corporation shall exist, is hereby
authorized to contract with any such corporation for
supplying with water the streets, alleys, lots,
squares and public places in any such city, town or
village.

[Acts 1925, S.B. 84.]

Art. 1434a. Water Supply or Sewer Service Cor-
porations
Formation of Corporation
Sec. 1. On and after the passage of this Act,

three or more persons who are citizens of the State
of Texas, may form a corporation for the purpose of
furnishing a water supply or sewer service, or both,
to towns, cities, private corporations, individuals,
and military camps and bases, and may provide in
the charter of such corporation that no dividends
shall ever be paid upon the stock and that all profits
arising from the operation of such business shall be
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annually paid out to cities, towns, corporations, and
other persons who have during the past year trans-
acted business with such corporation, in direct pro-
portion to the amount of business so transacted,
provided that no such dividends shall ever be paid
while any indebtedness of the corporation remains
unpaid and, provided also, that the Directors of such
corporation may allocate to a sinking fund such
amount of the annual profits as they deem neces-
sary for maintenance, upkeep, operation, and re-
placements.

Withdrawal of Water from Guadalupe or Comal
Rivers, or Tributaries or Springs

Sec. 1-a. It shall be unlawful for any person,
firm, association, or corporation to withdraw any
water from the Guadalupe River or Comal River or
any tributaries of such rivers or springs emptying
into such rivers, or either of them, for the purpose
of transporting such water to any point or points
located outside of the natural watersheds of such
rivers.

Any such withdrawal or attempted withdrawal of
water from said rivers, springs, and/or tributaries
may be enjoined in a suit for injunction brought by
any person, municipality, or corporation owning ri-
parian rights in or along said rivers. The venue of
such suits shall be in the District Court of the
county where such withdrawal or attempted with-
drawal occurred.

Contracts with Federal Agencies

Sec. 2. The said corporation is hereby vested
with power to negotiate and contract with any and
all Federal Government agencies including, without
exclusion because of enumeration, the Emergency
Conservation Acts, Public Works Acts, Self-Liqui-
dating Acts, Housing Unit Acts, Colonization Acts,
Conservation Acts, Emergency Relief and Recon-
struction Acts, and the Reconstruction Finance Cor-
poration Act of January 22, 1932, Acts of the Seven-
ty-second Congress of the United States of America,
First Session, and with others, for the acquisition,
construction, and/or maintenance of such project
and improvements; to obtain money from such Fed-
eral Government agency or other sources for the
purpose of financing said acquisition, and encumber
the properties so acquired or constructed and the
income, fees, rents, and other charges thereafter
accruing to the said corporation in the operation of
said properties; and to evidence the transaction by
the issuance of bonds, notes, or warrants to secure
the funds so obtained. But it is hereby expressly
provided that the bonds, notes, and/or warrants so
issued shall not constitute general obligation or
indebtedness of the said corporation, but shall re-
present solely a charge upon specifically encum-
bered properties and the revenue therefrom, as
herein provided.
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Application for Charter to Secretary of State;
Board of Directors

Sec..8. (a) The persons applying for a charter
for such corporation shall make application to the
Secretary of State in the manner now provided by
law for private corporations and in the name desig-
nated for such corporation shall use the words
“Water Supply Corporation.” The application for
charter shall name all the members of the board of
directors. The number of directors may- be in-
creased from time to time by amendment to the
by-laws but there shall never be more than twenty-
one (21) members of said board.

(b) The by-laws of the Corporation may provide
that the directors be divided into either two (2) or
three (3) classes, each class to be ‘as near equal in
number as possible, the terms of office of directors
of the first class to expire at the annual meeting of
the shareholders after their election, that of the
second class to expire at the second annual meeting
after their election, and that of the third class, if
any, to expire at the third annual meeting after
their election. At each annual meeting after such
classification the number of directors equal to the
number of the class whose term expires at the time
of such meeting shall be elected to hold office until
the second succeeding ‘annual meeting, if there be
two (2) classes, or until the third succeeding annual
meeting, if there be three (3) classes. No classifica-
tion of directors shall be effective prior to the first
annual meeting of shareholders.

Acquisition of Water Supply; Operation of Plants and
Equipment; Eminent Domam

Sec. 4. Such Water Supply Corporatlons shall
have the right to purchase, own, hold and lease and
otherwise acquire water wells, springs and other
sources of water supply, to build, operate and main-
tain pipe lines for the transportation of water, to
build and operate plants and equipment necessary
for the distribution of water and to sell water to
towns, cities and other political subdivisions of the
State of Texas, to private corporations and to indi-
viduals. Such corporations shall have the right of
eminent domain to acquire rights-of-way and shall
have the right to use the rights-of-way of the public
highways of the State for the laying of pipe lines
under supervision of the State Highway. Commis-
sion.

Annual Election of Officers and Board
. Meetings; Salaries

Sec. 5. After the issuance of a charter and annu-
ally thereafter following the annual membership or
stockholders meeting, the board of directors shall
elect a president, a vice president, and a secretary-
treasurer and may require of such officers bonds
for the faithful performance of their duties. The
annual meeting of the members or stockholders of
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the corporation shall be held at any time between
January 1 and May 1 of each year, at such time as
shall be specified by the by-laws or the board of
directors of the corporation. The salaries of all the
officers of said corporation except that of the secre-
tary-treasurer and of the manager whose salary is
hereinafter referred to, shall not exceed Five Thou-
sand Dollars ($5,000) per year. The salary of the
secretary-treasurer shall be fixed by the board of
directors.at a sum commensurate with the duties
required of him.

Manager Elected by Board of Directors

Sec. 6. The business of the corporation may be
handled under the direction of the board of di-
rectors, by a manager to be elected by a majority
vote of the board and he shall be employed at a
salary to be fixed by the board of directors.

Board of Directors may Employ Counsel

Sec. 7. The Board of Directors may employ
counsel to represent said corporation and may by
agreement with him fix an annual retainer and the
fees to be paid for his services and said Board of
Directors may if they deem it necessary employ
additional counsel from time to time.

Depository for Funds

Text of section as amended by Acts 1961, 57th
Leg., p. 158, ch. 81, § 1

Sec. 8. The Board of Directors shall select as
depository for the funds of said corporation, a Na-
tional Bank or State Bank within the State of Texas
and shall require of said depository such bond as
the Board deems necessary for. the protection of
said corporation; and such funds as the Board of
Directors may from time to time allocate to a sink-
ing fund for replacement, amortization of debts and
the payment of interest which shall not be required
to be expended within the year in which the same is
deposited, shall be invested in bonds or other evi-
dence of indebtedness of the United States of Amer-
ica or deposited at interest in such National Bank or
State Bank in a savings account, or in shares or
share accounts of Building and Loan Associations
and Savings and Loan Associations doing business
in this State when such shares are insured under
and by virtue of the Federal Savings and Loan
Insurance Corporation.

Depository for Funds

Text of section as amended by Acts 1961, 57th
Leg., 1st C.S,, p. 199, ch. 54, § 1

Sec. 8. The board of directors shall select as
depository for the funds of said corporation, a bank
within the State of Texas which is insured with the
Federal Deposit Insurance Corporation and shall
require of said depository such bond as the board
deems necessary for the protection of said corpora-
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tion; and such funds as the board of directors may
from time to time allocate to a sinking fund for
replacement, amortization of debts and the payment
of interest which shall not be required to be expend-
ed within the year in which the same is deposited
shall be invested in bonds or other evidence of
indebtedness of the United States of America or
deposited at interest in such bank within the State
of Texas which is insured with the Federal Deposit
Insurance Corporation in a savings account.

Exemption from Texas Securities Act

Sec. 9. The provisions of the Texas Securities
Act! shall not apply to any note, bond, or other
evidence of indebtedness issued by any corporation
doing business in this State pursuant to this Act; to
the United States of America or any agency or
instrumentality thereof, or to any mortgage, deed
of trust or other instrument executed to secure the
same. The provisions of said Securities Act shall
not.apply to the issuance of membership certificates
or stock certificates of any corporation organized
under the provisions of this Act.

[Acts 1933, 43rd Leg., 1st C.S., p. 202, ch. 76. Amended
by Acts 1941, 47th Leg., p. 666, ch. 407, §8 1, 2; Acts 1959,
56th Leg., p. 939, ch. 435, §'1; Acts 1961, 57th Leg., p. 158,
ch. 81, § 1; Acts 1961, 57th Leg., 1st C.S,, p. 192, ch. 54,
§§.1, 2; Acts 1967, 60th Leg., p. 804, ch. 338, § 1, eff. June
8, 1967; Acts 1973, 63rd Leg., p. 397, ch. 175, § 1, eff. May
25,1973 -

1 Article 581-1 et seq.

4. GAS AND LIGHT

Art, 1435. Powers

Gas, electric current and power corporations shall
have power to generate, make and manufacture,
transport and sell gas, electric current and power to
individuals, -the public and municipalities for light,
heat, power and other purposes, and to make rea-
sonable charges therefor; to construct, maintain
and operate power plants and substations and such
machinery, apparatus, pipes, poles, wires, devices
and arrangements as may be necessary to operate
such lines at and between different points ‘in this
State; to own, hold and use such lands, right of
way, easements, franchises, buildings and struc-
tures as may be necessary for the purpose of such
corporation. In Articles 1435 through 1438, the
term ‘“corporation” includes partnerships and other
combinations composed exclusively of corporations.
[Acts 1925, S.B. 84. Amended by Acts 1983, 68th Leg., p.
5051, ch. 912, & 1, eff. June 19, 1983.]

Art. 1435a. Cooperation by Entities in' Electric
- Facilities Construction, Financing,

Etc. :

Purpose of Act

Sec. 1. The purpose of this Act is to clarify and
make definite and secure the right and authority of
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entities, either public or private, which are engaged
in the. generation, transmission, or distribution of
electric energy, to join together as cotenants or
co-owners in the planning, financing, acquisition,
construction, ownership, operation, and maintenance
of electric generating units and plants, electric
transmission lines, and other electric facilities to the
end that each public entity or private entity will owe
all of the duties and will have and be secure in all of
the rights, powers, and liabilities and shall be enti-
tled to all of the privileges and exemptions attribut-
able to its undivided interest as provided by law
with respect to an entire interest in electric facilities
planned, financed, acquired, constructed, owned, op-
erated, and maintained by it alone, as one means of
achieving economies of scale in providing electric
energy to the public and promoting the economic
development of the state and its natural resources
and to meet the future power needs of the state and
its inhabitants. The provisions of this Act shall be
construed to effectuate said purposes, but shall not
be construed to otherwise enlarge, change, or modi-
fy in any way the rights, powers, or authorities of
any entity under existing law with reference to the
generation, fransmission, distribution, or sale of
electric power and energy. Nothing in this Act
shall be construed to alter, change, abrogate, or
otherwise affect existing contracts in force at the
time this Act takes effect.

Definitions
Sec. 2. As used in this Act:

(1) “Entity” means any public or private corpora-
tion, association, or other legal entity, including
cities and towns of every class, electric cooperative
corporations, and conservation and reclamation dis-
tricts, authorized to and engaged in. the generation,
transmission, or distribution of electric energy for
sale to the public.

(2) “Public entity” means any entity which is an
agency or subdivision of this state.

(3) “Private entity” means any entity not a public
entity. ‘ ‘

(4) “Electric facilities” means any facilities neces-
sary or incidental to the generation of electric pow-
er and energy or the transmission thereof, including
electric generating units, electric generating plants,
electric transmission lines, plant sites, rights-of-
way, and real and personal property and equipment
and rights of every kind in connection therewith.

Agreements by Entities

Sec. 3. Any two or more entities shall have au-
thority to enter into agreements for the planning,
financing, acquisition, construction, ownership, -op-
eration, and maintenance of jointly owned and oper-
ated electric facilities and in connection therewith to
construct, acquire, own, operate, and maintain elec-
tric facilities, and each public entity or private entity
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shall owe all of the duties and shall have and be
entitled to all of the rights, powers, and liabilities
and shall be entitled to all of the privileges and
exemptions attributable to its undivided interest
.which it 'would have with respect to an entire inter-
est in electric facilities planned, financed, acquired,
constructed, owned, operated, and maintained by it
alone,

Rights and -Powers of Participating Entities

Sec. 4. Without limiting the general scope “and
application of Section 3 of this Act:

(1) Each participating entity shall have the right
and power to use its means and assets in planning,
acquiring, constructing, owning, operating, and
maintaining its undivided interest and share in elec-
tric facilities, and to issue bonds and other securi-
ties to raise funds for those purposes in the same

way and to the same extent and subject to all of the

conditions which would apply if the undivided inter-
est of the entity were an entire interest in electric
facilities.

(2) Each participating public entity and each par-

ticipating private entity shall have the right and
power to acquire, for the use and benefit of all
participating entities, by purchase or through the
exercise of the power of eminent domain, lands,
easements, and properties for the purpose of jointly
owned electric facilities, and shall have the power to
transfer or convey such lands, easements, and prop-
erties, or interests therein, or otherwise to.cause
such lands, easements, and properties, or interests
therein, to become vested in other participating enti-
ties to the extent and in the manner agreed between
the participating entities. In all cases in which a
participating entity exercises-the right and power of
eminent domain conferred hereby, it shall be con-
trolled by the law governing the condemnation of
property by incorporated cities and. towns in this
state, and the right and power of eminent domain
hereby conferred shall include the right and power
to take the fee title in land so condemned, except
that no participating entity has the right or power
to take by the exercise of the power of eminent
domain any electric facilities, or interest therein,
belonging to any other entity, or the power to take
land or any interest therein, by exercise of the
power of eminent domain, for the purpose of drill-
ing for, mining, or producing from said land, any oil,
gas, geothermal, geothermal/geopressured, lignite,
coal, sulphur, uranium, plutonium, or other minerals
belonging to another, whether the same be in place,
ot in the process of being mined and produced, or
mined or produced. - Provided, however, this provi-
sion shall not impair the right of any such entity to
acquire full title to real property for plant sites,
including cooling reservoirs and related surface in-
stallations and equipment.
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(3) Each participating: private entity shall render
for ad valorem taxation its undivided fractional in-
terest in a’jointly owned electric facilities, and all ad
valorem taxes and similar taxes: shall be levied and
assessed separately against the undivided interest
of each participating private -entity. All taxes or
assessments (including but not- limited to excise
taxes and taxes on the sale, lease, or use of proper-
ties' or ‘services) attributable to any property or
service bought, sold, leased, or used in connection
with the construction, maintenance, repair, or opera-
tion of the jointly owned electric facilities shall be
levied, imposed, and collected as if the property or
service had -been bought, sold, leased, or used sepa-

-rately to or by each participating entity in propor-

tion to the entity’s respective undivided interest in
the jointly owned electric facilities. No participat-
ing entity shall be liable for ad valorem taxes attrib-
utable to another participating entity’s interest in
the joint electric facilities or for any other taxes
attributable to any property or service which is
owned or is bought, sold, leased, or used by any
other participating entity in connection with the
construction, maintenance, repair, or operation of
the jointly owned electric facilities. Each participat-
ing entity shall be entitled to the same constitution-
al and statutory exemption from ad valorem taxes
and all other taxes (including but not limited to
excise, sales and use taxes) attributable to the par-
ticipating entity’s interest in the ownership of the
jointly owned electric ‘facilities and the purchase,
sale, lease, or use of properties or services in con-
nection with the construction, maintenance, repair,
or operation of the jointly owned electrice facilities to
the extent that the entity would have been exempt
from the tax if its undivided interest were an entire
interest in electric facilities and in property and
services used or acquired in connection therewith.
Each exempt entity shall be entitled to exemption
certificates and other certificates and statements as
provided by law to evidence or make effective the
exemption.

(4) Each participating entity shall have the right
and- power to enter into contracts for specialized

‘insurance appertaining to property and risks in con-

nection with and incident to the ownership, opera-
tion, and maintenance of electric facilities, in addi-

‘tion to “the usual forms of available insurance.

Each participating entity shall be authorized to en-
ter into contracts for insurance for the use and
benefit of each of the other participating entities as
though the insurance were for its sole benefit and
to cause the rights of the other participating entities
to be protected under the contracts according to
their respective undivided interests or entitlements
under apphcable agreements between the participat-
ing entities. :
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Joint Powers Agency

Sec. 4a. (a) In order to more readily accomplish
the purposes of this Act, two or more public entities
by concurrent ordinances may create a joint powers
agency to be-known as a municipal power agency,
without taxing power, as a separate municipal cor-
poration, a political subdivision of the state, and
body politic and: corporate, to have and exercise all
of the powers which are by Chapter 10-of Title 28,
Revised Civil Statutes of Texas, 1925, as amended, 1
and -this Act, conferred upon a publlc entity or
entities, provxded that such -agency - shall not- be
authorized to engage in any utility business other
than generation, transmission, and sale or exchange
of electric energy to the participating public entities
and to private entities who are joint owners with the
agency of an:electric generating facility located
within the state.. A public entity, at the time of the
passage of such concurrent ordinance, must be one
which has the authority to and is engaged in the
generation of electric energy for sale to the public
upon the effective date of this Act, but such entity
may .thereafter dispose of its electric generating
capabilities. Prior to the passage of-a concurrent
ordinance to create a joint powers ageney, the gov-
erning body of each public entity shall cause notice
of its intention to adopt such ordinance to be pub-
lished once a week for two consecutive weeks, the
date of the first publication to be at least 14 days
prior to the date set for the passage of the concur-
rent ordinance. The notice shall state the date,
time, and place such governing body proposes to
pass such ordinance, and that upon the effective
date of the concurrent ordinances, the public enti-
ties so adopting them shall have created a public
powers agency. If, prior to the day set for the
passage of a concurrent ordinance, 10 percent of the
qualified- electors of the particular pubhc entity
shall present -a petition to such governing body
requesting a referendum election be called, then
such ordinance shall not become effective until the
qualified electors of such entity have approved such
ordinance. The election shall be called ‘and held in
conformity with the Texas Election Code, the provi-
sions of Chapter 1 of Title 22, Revised Civil Statutes
of Texas, 1925, as amended,? and this Act. Except
as herein prov1ded a concurrent ordinance shall not
be subject to a referendum election. -

“(b) Public entities which establish a joint powers
_agency may, by concurrent ordinances, provide for
the re-creation of such agency by the addition and
deletion, either or both, of a public-entity so long as
there is no impairment of obligation-of any existing
obligation of the agency, provided that no agency
may be re-created by the addition of-a public entity
from and after April 1, 1976, unless a majority of
the participating- quallfled electors of the. entity
seeking to be added to the agency approve the same
by a majority vote in an election called for that
purpose, and provided further that no agency may
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be created from and after January 1, 1977, unless a
majority of the participating qualified electors of
each entity seeking to create such agency approve
such creation by a majority vote in an election called
for that purpose. Notice of such election shall be
given as provided by Article 704, Revised Civil
Statutes of Texas, 1925, as amended.

-~ (c) Concurrent ordinances are ordinances or or-
ders adopted by the governing bodies of more than
one public entity which contain identical provisions
with respect to the creation or re- creatlon of ‘a
public powers. agency.

(d) The public entities which create, or provide for
re-creation by addition or deletion of a public entity,
a joint powers agency shall by concurrent ordi-
nances (1) define the boundaries of the agency, to
include the territory within the limits of such public
entities; (2) designate the name of the Municipal
Power Agency, (3) designate the number of di-
rectors (not less than four) that will constitute the
board of directors of the agency and the initial term
(so as to initially provide staggered terms) as may
be agreed upon by the said public entities as evi-
denced by such concurrent ordinances, and (4) speci-
fy the manner in which such directors shall be
appointed, but in any event each public entity shall
be entitled to appoint at least one director.

- (e) Directors shall serve by places and the concur-
rent ordinances shall specify the director for which
place (and his successors) the governing body of the
particular public entity may appoint. A director
shall be a qualified elector and reside within the
boundary of the agency at the time of execution of
his constitutional .oath of office. Directors- shall
serve without compensation, and an employee, offi-
cer, or member of the governing body of a public
entity may serve.as a director of the agency, but
shall. have no personal interest, other than as may
exist as an employee or officer or member of the
governing body of a public entity, in any contract
executed by the agency.

(f) The agency is empowered to make contracts,
leases, and agreements with, and accept grants and
loans from, the United States of America, its de-
partments and agencies, the State of Texas, its
agencies, counties, municipalities, and political sub-
divisions, and public or private corporations and
persons, and may generally perform all acts neces-
sary for the full exercise of the powers vested in it;
to participate through appropriate contracts in pow-
er pooling and power exchange arrangements with
other entities either through direct or indirect sys-
tem interconnections and each entity is given full
authority to purchase electric energy from the agen-
¢y or to sell, dispose of, or exchange electric energy
to the agency. The agency may sell, lease, convey,
or otherwise dispose of any of its rights, interests,
or properties which are, in its judgment, not needed
for the efficient operation and maintenance of its
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electric facilities. The responsibility of the manage-
ment, operation, and control of the properties be-
longmg to the agency shall be vested in the board of
directors.

(g) Contracts for the sale or exchange of energy
by the agency may be entered whereby the purchas-
er is obligated to pay for the same irrespective of
whether such energy is produced or delivered to the
purchaser. The agency is likewise empowered to
establish and maintain rates and charges for energy
delivered, transmitted, or exchanged, which shall be
reasonable and in accordance with prudent utility
practices. In the absence of a contract whereby a
purchaser of energy waives such right, the rates
and charges for power and energy sold or ex-
changed by the agency shall be based upon periodic
“‘cost of service studies” and be subject to modifica-
tion. The rates and charges schedule or contract
payments shall be developed with regard to the
recovery of the cost of producing and transmitting,
if such service is performed, such electric power and
energy, including the amortization of the capital
investment. :

(h) The State of Texas reserves its power to regu-
late and control such rates and charges for electric
energy supplied by the electric facilities, but does
hereby pledge to and agree with the purchasers and
successive holders of the obligations issued hereun-
der that the state will not limit or alter the powers
hereby vested in the agency to establish and collect
such rates and charges as will produce revehues
sufficient to pay for (1) all necessary operational
and maintenance expenses, (2) all interest and prin-
cipal on obligations issued by the agency, (3) all
sinking funds and reserve fund payments, and (4)
for any other charges necéssary to fulfill the terms
of any agreements theretofore made or in any way
to impair the rights or remedies of the holders of
the obligations, until the obligations, together with
the interest thereon, with interest on unpaid install-
ments of interest, and any other obligations of the
agency in connection therewith, are fully met and
discharged.

(i) To the payment of obligations issued by it, the
agency may pledge the revenues of all or part of its
electric facilities, including or not including those
thereafter acquired, as the agency may detérmine,
but the expense of operation and maintenance, in-
cluding salaries, labor, materials, and repairs neces-
sary to render efficient service, of the facilities
whose revenues are so encumbered and pledged
shall be a first lien on and charge against such
revenues.

() The agency shall have the full power to issue
revenue bonds or notes, herein sometimes referred
to-as obligations, from time to time for the accom-
plishment of its purposes within the interest rate
limitations of Chapter 3, Acts of the 61st Legisla-
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ture, Regular Session, 1969, as amended (Article
717k~2, Vernon's Texas Civil Statutes).

(k) From the proceeds from the sale of obliga-
tions of the agency, the agency may set aside
amounts for payments into the interest and sinking
fund and reserve funds, and for interest and operat-
ing expenses during construction and development,
as may be specified in the authorizing proceedings.
Bond proceeds may be invested pending their use
for the purpose for which issued, in such securities
or interest bearmg certificates or in time deposits as
may be specified in such authorizing proceedings.

({) Prior to delivery thereof, all obligations autho-
rized to be issued hereunder and the records relat-
ing to their issuance shall be submitted to the-
Attorney General of Texas for examination, and if
he finds that they have been issued in accordance
with the constitution and this Act, and that they will
be binding special obligations of the agency issuing
same, he shall approve them, and thereupon they
shall be registered by the Comptroller of Public
Accounts of the State of Texas, and after such
approval and registration and the sale-and delivery
of the bonds or notes to the purchaser, they shall be
incontestable.

{(m) Refunding bonds or notes may be issued for
the purposes and in the manner now or hereafter
provided by general law, including, without limita-
tion, Chapter 503, Acts of the 54th Legislature,
Regular Session, 1955, as amended (Article 717k,
Vernon’s Texas Civil Statutes), and Chapter 784,
Acts of the 61st Legislature, Regular Session, 1969
(Article 717k-3, Vernon's Texas Civil Statutes), as
presently enacted or hereafter amended.

(n) All obligations issued by an agency pursuant
to this Act shall be and are hereby declared to be
legal and aunthorized investments. for banks, savings
banks, trust companies, building and loan associa-
tions, savings and loan associations, and insurance
companies and shall be eligible to secure the deposit
of any and all public funds of the State of Texas
and any and all public funds of cities, towns, vil-
lages, counties, school districts, or other political
corporations. or subdivisions of the Staté of Texas,
and such obligations shall be lawful and sufficient
security for said deposits to the extent of the princi-
pal amount thereof, or their value on the market,
whichever is the lesser, when accompanied by all
unmatured coupons, if any, appurtenant. thereto.

(0) The agency may adopt, and from time to time
amend, rules and regulations to govern the opera-
tion of the agency, its employees, facilities, and
service, but contracts for the construction of im-
provements which involve the expenditure of more
than $20,000 shall be awarded by the agency only
after notice of intent to receive competitive bids has
been published once a week for two consecutive
weeks in a newspaper of general circulation in the
state, the date of the first publication being at least
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14 days prior to the date set for the receipt of bids,
but contracts awarded by another entity, which is a
joint owner of the facilities to be constructed or an
agent of any of the joint owners shall be let under
its contracting procedures. An entity may negoti-
ate and enter into contract for the purchase of
electric energy from the agency and payments for
such energy purchased shall be an operating ex-
pense of the electric system of the purchaser.

(p) The agency may elect. to utilize the Uniform
System of Accounts Prescribed For Utilities and
Licenses prescribed by the Federal Power Commis-
sion.

(qQ) The bonds or notes shall be signed by the
presiding officer or the assistant presiding officer
of the agency, shall be attested by its secretary, and
shall bear the seal of the agency. It is provided,
however, that such signatures may be printed or
lithographed on the bonds and notes if authorized
by the agency, and such may be impressed on the
bonds or notes or may be printed or lithographed
thereon. The agency may adopt or use for any
purpose the signature of any person who shall have
been an officer, notwithstanding the fact that he
may have ceased to be such officer at the time when
bonds or notes shall be delivered to a purchaser or
purchasers. The bonds or notes shall mature serial-
ly or otherwise in not to exceed 50 years, from their
respective dates of issuance, may be sold, within
interest rate limitations herein provided, at a public
or private sale at a price or under terms determined
by the agency to be the most advantageous reason-
ably obtainable, within the discretion of the agency,
may be made callable prior to maturity at such
times and prices as approved by the agency, and
may be in coupon form with or without provisions
for registration as to principal or may be registrable
as to both principal and interest.

(r) Bonds and notes issued under the provisions
of this Act, and coupons, if any, representing inter-
est thereon, when made payable from (i) revenues
of the agency, or (ii) anticipated bond proceeds shall
when delivered be deemed and construed to be a
“security” within the meaning of Chapter 8, Invest-
ment Securities, of the Uniform Commercial Code
(Chapter 785, Acts of the 60th Legislature, Regular
Session, 1967),> and shall constitute obligations
which must be submitted to the attorney general
under the provisions of Subsection (/) of this sec-
tion. Nonnegotiable purchase money notes, payable
in installments, issued by the agency for the acquisi-
tion of land or fuel resources shall not be a security
or obligation within the aforesaid provisions; such
notes shall be secured by the properties being ac-
quired, with the right in the agency to substitute
collateral, and may be further secured by a pledge
and undertaking to thereafter issue bonds or bond
anticipation notes for their ultimate payment. Bond
anticipation notes may be issued, with the same
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limitations and conditions prescribed herein for
bonds, for any purpose for which the agency may
issue bonds or for the purpose of refunding or
paying off previously issued bond anticipation notes
or nonnegotiable purchase money notes, and the
agency may covenant with the purchaser of bond
anticipation notes that the proceeds of one or more
particular series of bonds will be used to provide for
the ultimate payment or refunding of such notes.

(s) This Act shall be liberally construed to carry
out the purpose of its adoption and shall be in full
and complete authority for the creation and opera-
tion of public powers agencies and the performance
of the public duties imposed upon them. Insofar as
this Act is inconsistent with any other laws, includ-
ing Chapter 10 of Title 28, Revised Civil Statutes of
Texas, 1925, as amended, or others regulating the
affairs of municipal corporations, or with any home-
rule charter provisions, then the provisions of this
Act shall control.

Certain Public Entities Provided Power
Through Interstate System

Sec. 4b. Notwithstanding any term, condition, or
provision of Section 4a of this Act to the contrary,
any public entity which is 'an incorporated city,
town, or village, which is engaged in the distribu-
tion and sale of electric energy to the public, and
which is provided with a major portion of its power
through or from an interstate electric system, may
pass a concurrent ordinance as provided in and with
the effect specified in Section 4a of this Act. Any
municipal power agency which is or was created by
two or more public entities described in the preced-
ing sentence may engage in the generation and
transmission of electric power and energy within or
outside the State of Texas and may engage in the
sale, purchase, or exchange of electric power and
energy with entities within or outside the State of
Texas; provided, that nothing in this section autho-
rizeés an'ageney to engage in the distribution and
retail sale of electric power and energy; and provid-
ed further that any such municipal power agency
may construct or acquire new steam electric gener-
ating facilities only if such facilities are to be jointly
owned in part by one or more private entities. The
election required by Subsection (b) of Section 4a of
this Act need not be held in connection with the
creation of any such agency unless the concurrent
ordinances are passed after December 31, 1983.

Construction of Act

Sec. 5. Notwithstanding any other provision of
this Act, nothing herein shall have the effect of, or
be construed as, altering, amending, or repealing
the statutory purposes provided for by any statute
enacted by the legislature of Texas pertaining to
the creation, establishment, or operation of an enti-
ty which becomes a co-owner under the provisions
of this Act.
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Severability .

Sec. 6. If any provision of this Act or the appli-
cation thereof to any person or circumstance shall
be held to be invalid, the remainder of the Aect, and
the application of such provision to other persons or
circumstances, shall not be affected thereby, and to
this end the provisions of this Act are declared to be
severable. '

[Acts 1973, 63rd Leg., p. 369, ch. 166, eff. Aug. 27, 1973.
Amended by Acts 1975, 64th Leg., p. 337, ch. 143, § 1, May
8, 1975; Acts 1977, 65th Leg,, p. 174, ch. 85, §8 1 to 3, eff.
April 29, 1977; Acts 1979, 66th Leg., p. 885, ch. 405, § 1,
eff. June 6, 1979; Acts 1981, 67th Leg., p. 48, ch. 23, § 1,
eff. April 1, 1981; Acts 1983, 68th Leg., p. 971, ch. 230,
§ 1, eff. Aug. 29, 1983.]

1 Article 1106 et seq.

2 Article 701 et seq.

3 Business and Commerce Code, § 8.101 et seq,

Section 2 of the 1975 amendatory act provided:

“Nothing in this Act shall be construed to violate any provision
of the federal or state constitutions, and all acts done under this
Act shall be in such manner as will conform thereto, whether
expressly provided or not. Where any procedure hereunder may
be held by any court to be violative of either of such constitutions,
the agency shall have the power by resolution to provide an
alternative procedure conformable with such constitutions. If any
provision of this Act should be invalid, such fact shall not affect
the validity of any other provisions of this Act, and the legislature
hereby declares that it would have enacted the valid provisions of
this Act notwithstanding the invalidity of any other provision or
provisions hereof.”

For provisions; relating. to applicability and severability of 1981
amendment of this article, see art. 1435a~1, §§ 3 and 4.

Art. 1435a-1. Validation of Creation and Organ-
ization Proceedings of Certain Mu-

nicipal Power Agencies
Sec. 1. [Amends art. 1435a, § 4b]

Sec. 2. The creation and organization proceed-
ings of all municipal power agencies heretofore
created or attempted to be created by two or more
public entities prior to June 30, 1980, under Chapter
166, Acts of the 63rd Legislature, Regular Session,
1973, as amended (Article 1435a, Vernon’s Texas
Civil Statutes), which have functioned or attempted
to function as municipal power agencies since their
creation or attempted creation are validated in all
respects as of the date of the creation and organiza-
tion or attempted creation and organization includ-
ing, without limitation of the generality of the fore-
going, the notices and concurrent ordinances or
attempted notices and concurrent ordinances of pub-
lic entities. The creation and organization proceed-
ings and the existence of any such municipal power
agency may not be held invalid because they were
not in accordance with law.

Sec. 3. This Act does not apply to or affect any
litigation instituted prior to the effective date of this
Act which questions the legality of any acts taken
or proceedings had prior to the effective date of this
Act.
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Sec. 4. If any word, clause, or provision of this
Act or the application thereof shall be held to be
invalid, the remainder of this Act shall not be affect-
ed thereby, and to this end the provisions-of this Act
are declared to be severable.

[Acts 1981, 67th Leg., p. 48, ch. 23, §§ 2 to 4, eff. April 1,
1981.]

Art. 1435b. Joint Acquisition, Construction, and
Operation of Electric Utility Facil-
ities

Authority for Two or More Political Subdivisions to
Jointly Own and Operate; Treatment of Cost

Sec. 1. Two or more political subdivisions here-
tofore or hereafter created are authorized to join
together to finance, construct, complete, acquire, or
operate electric utility facilities so that the same (or
an undivided interest therein) will be jointly owned
as cotenants or coowners with such ownership
shares in such facilities as may be approved by their
governing bodies and set forth in an agreement
authorized by said governing bodies. Such agree-
ment may provide for any political subdivision to
increase its present or future ownership share of
the facilities by installment purchase payments and
for any other political subdivision party to such
agreement to transfer, in consideration of such in-
stallment purchase payments, all or any portion of
its present or future ownership. share of such facili-
ties to the political subdivision, so increasing its
present or future ownership share as aforesaid.
Payments made to acquire an ownership interest
shall not be treated as a maintenance and operating
expense but shall be treated as a capital cost in the
same manner as if such political subdivision had
issued bonds to construct or acquire such ownership
interest, unless otherwise set forth in the agree-
ment of the parties. All agreements by and Dbe-
tween political subdivisions establishing an owner-
ship interest in facilities (or undivided interest there-
in).executed pursuant to this Act shall be submitted
to the Attorney General of Texas (in connection
with any proceedings to finance said contractual
obligation by the issuance of bonds) and when ap-
proved as to legality by such officer shall be incon-
testable.

Payment of Contractual Obligations

Sec. 2. In the event the facilities financed, ac-
quired, constructed, or completed constitute a part
of a utility system or a combined utility system of a
political subdivision, the obligation to make the said
contract payments to acquire an ownership interest
shall constitute a lien on the ‘revenues of such
system or combined system on a parity with out-
standing bonds of such system or combined system
to the extent permitted in the ordinance, resolution,
deed of trust, or indenture authorizing or securing
the payment of such outstanding bonds. In instanc-
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es in which the ordinance, resolution, or deed of
trust or trust indenture authorizing or securing
such revenue bonds (whether such bonds have been
issued prior to the passage of this Act.or may be
hereafter issued) provides for the subsequent is-
suance of additional bonds or incurring of such
contractual obligation and that the payments to be
made for the security or payment thereof are to be
on a parity with or of equal dignity to the previous-
ly issued revenue bonds (whether an original issue
or a refunding issue) or bonds then to be issued,
such entity shall have the power to authorize, issue,
and sell additional bonds or incur such contractual
obligation from time to time and in different series
payable from the entire revenues of such system or
combined systems on a parity with bonds previously
issued or then to be issued and secured by a lien on
the revenues of such system or combined systems
on a parity with and of equal dignity with the lien
securing the bonds previously issued or then to be
issued, subject to such conditions as may be con-
tained in the ordinance, resolution, deed of trust, or

trust indenture providing for or securing such issue

of original bonds. or refunding bonds.

The pledge of revenues of a utility system or a
combined utility system for the payment of such
contract payments to acquire an ownership interest
is hereby approved and authorized.

Powers and Authority as Original

Sec. 8. The powers and authority granted by
this Act shall be in addition to and in substitution
for any powers and authority granted to political
subdivisions under the laws of this state, and the
exercise by any political subdivision of the powers
and authority granted hereby and the performance
or effectuation of any agreements entered into pur-
suant to the provisions hereof shall be deemed to
constitute additional publie purposes of such politi-
cal subdivision (including the power to issue bonds,
notes, or other obligations for the accomplishment
of such purposes), notwithstanding the existence of
any express or implied limitations of the powers,
authority, or purposes under any other general or
special laws or charter provisions.

As to municipal corporations, this law shall be
given effect as though originally contained in Chap-
ter 10 of Title 28, Revised Civil Statutes of Texas,
1925, as amended, so as to provide full authority for
the execution of agreements contemplated by the
provisions hereof, and this law shall prevail over
any charter provisions- or general or special law.

Validation of Existing Agreements

Sec. 4. All agreements heretofore executed by
and between political subdivisions whereby the par-
ties will jointly own electric utility facilities or
whereby one political subdivision agrees to pay the
other as a maintenance and operating expense of all
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or part of its utility systems for services supplied or
to be supplied from facilities owned by the other are
hereby validated, ratified, and confirmed provided
that such agreements have been heretofore sub-
mitted to the Attorney General of Texas in connec-
tion with the issuance of bonds and are on file in the
office .of the comptroller of public accounts and
provided further that such agreements are not in
litigation upon the effective date of this Act.

Severability

Sec. 5. If any word, phrase, clause, paragraph,
sentence, part, portion, or provision of this Act or
the application thereof to any person or circum-
stances shall be held to be invalid or unconstitution-
al, the remainder of the Act shall nevertheless be
valid, and the legislature hereby declares that this
Act would have been enacted without such invalid
or unconstitutional word, phrase, clause, paragraph,
sentence, part, portion, or provision.

[Acts 1977, 65th Leg., p. 1287, ch. 506, §8 1 to 5, eff. Aug.
29, 1977.] '

Art. 1436. Right of Way

Such corporation shall have the right and power
to enter upon, condemn and appropriate the lands,
right-of-way, easements and property of any person
or corporation, and shall have the right to erect its
lines over and across any public road, railroad,
railroad right-of-way, interurban railroad, street
railroad, canal or stream in this State, any street or
alley of any incorporated city or town in this State
with the consent and under the direction of the
governing body of such city or town. Such lines
shall be constructed upon suitable poles in the most
approved manner, or pipes may be placed under the
ground, as the exigencies of the case may require.

[Acts 1925, S.B. 84. "‘Amended by Acts 1967, 66th Leg., p.
730, ch. 306, § 1, eff. Aug. 28, 1967.]

Art. 1436a. Construction of Lines on and across
Roads and Streets
Corporations
-Sec. 1. Corporations organized under the Elec-

tric Cooperative Corporation Act! of this State, and
all other corporations (including River Authorities
created by the Legislature of this State) engaged in
the generation, transmission and/or the distribution
of electric energy in Texas and whose operations
are subject to the Judicial and Legislative processes
of this State, shall have the right to erect, construct,
maintain and operate lines over, under, across, upon
and along any State highway or county road in this
State, except within the limits of an incorporated
city or town; and to maintain and operate existing
lines located on such highways and county roads;
and to erect, maintain and operate lines over, across
and along the streets, alleys and other public prop-
erty in any incorporated city or town in this State,
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with the consent and under the direction of the
governing body of such city or town.” Except as
modified or changed by ordinance or regulation in
incorporated cities and towns, all lines for the trans-
mission and distribution of electric energy, whether
along highways or elsewhere, shall be constructed,
operated and maintained, as to clearances, in accord-
ance with the National Electrical Safety Code, as
published in March, 1948, by the National Bureau of
Standards, Handbook 30, as revised by Handbook
81, published by the National Bureau of Standards
in November, 1961, provided that lines along high-
ways and county roads shall be single pole construe-
tion, and provided that at any place where a trans-
mission line crosses a highway or road it shall be at
least twenty-two (22) feet above the surface of the
traffic lane, and further provided that all lines shall
be at least twenty-two (22) feet above the surface of
any railroad track or railroad siding. Any such
corporation shall notify the State Highway Commis-
sion, or the Commissioners Court having jurisdic-
tion, as the case may be, when it proposes to build
lines along the right-of-way of any State highway,
or county road, outside the limits of an incorporated
city or town, whereupon the Highway Commission,
or the Commissioners Court, may, if it so desires,
designate the place along the right-of-way where
-such lines shall be constructed. The public agency
having jurisdiction or control of a highway or coun-
ty road, that is, the Highway Commission or the
Commissioners Court, -as the case may be, may
require any such corporation, at its own expense, to
re-locate its lines on a State highway or county road
outside the limits of an incorporated city or town, so
as to permit the widening of the right-of-way,
changing of traffic lanes, improvement of the road
bed, or improvement of drainage ditches located on
such right-of-way by giving thirty (80) days’ written
notice to such corporation and specifying the line or
lines to be moved, and indicating the place on the
new right-of-way where such line or lines may be
placed. - In the event a State highway or county
road on which lines have been built passes through
or into an unincorporated city or town, which there-
after becomes an incorporated city or town, the
corporation owning such lines shall continue to have
the right to build, maintain and operate its lines
along, across, upon and over the roads and streets
within the corporate limits of such city or town for a
period of ten (10) years from and after the date of
such incorporation, but thereafter only with the
consent of the governing body of such city or town,
but this provision shall not be construed as prohibit-
ing such city or town from levying taxes and such
special charges for the use of the streets as are
authorized by Article 7060, Revised Civil Statutes of
the State of Texas; and the governing body of such
city or tpwn may require any such corporation, at
its own expense, to re-locate its poles and lines so as
to permit the widening or straightening of streets,
by giving to such corporation thirty (80) days’ notice
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and specifying the new location for such poles and
lines along the right-of-way of such street or
streets.

Municipﬁl Plants and Systems

Sec. la. Any incorporated city or town in this
State which owns and operates an electric generat-
ing plant or operates transmission lines and/or dis-
tribution system or systems shall have the right to
erect, construct, maintain and operate lines over,
under, across, upon and along any state highway or
county road in this State, except within the limits of
another incorporated city or town; and to maintain
and operate existing lines located on such highways
and county roads; and to erect, maintain and oper-
ate lines over, across and along the streets, alleys
and other public property in any other incorporated
city or town in this State with. the acquiescence or
consent and under the regulations of the governing
body of such city or town. Except as modified or
changed by ordinance or regulation in incorporated
cities and- towns, all lines for the transmission and
distribution of electric energy, whether along high-
ways or elsewhere, shall be constructed, operated
and maintained in accordance with the National
Electrical Safety Code, as published in March