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See newsclipping--attached:

"Kean signs take-over measure," 6-30-89 Asbury Park Press.
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P.L.IQBS} CHAPTER 106, approved June 29, 1989
19d{9 Senate No. 3295 (Second Reprint)
|
AN ACT concéming the duties of directors of corporations land
the protection _of shaceholder rights! and amending
N.].S.MA:Bm}I land P.L.1886, c.74".
|

BE IT ENA(#TED by the Senate and General Assembly of the
State of New Jersey:

1. N.].S.14A:6-1 is amended to read as follows:

14A:6-1. Board of directors.

(1) The b:j;ess and affairs of a corporation shall be managed
by or under the direction of its board, except as in this act or in
its certificatqi of incorporation otherwise provided. Directors
shall be at lea#t 18 years of age and need not be United States'
citizens or ksidents of this State or sharcholders of the
corporation unless the certificate of incorporation or by-laws so

require. 'I'he§ certificate of incorporation or by-laws may
prescribe othe’}‘ qualifications for directors.

(2) In_discharging hiz duties to the corporation and in
deteminiriwii:at he ceasonably believes to be in the best interest
of the corpordtion, a director may, in addition to considering the
effects of any action on shareholders, consider any of the
following: (a)f the effects of the action on the corparation's
employees, suppliers, creditors and customers; (b} the effects of
the action onf the community in which the corporation operates;
and (c) the long term as well as the short-term interests of the
corporation and its shareholders, including the possibility that
these interests may best be served by the continued independence
<f the corporation. .

(3) If on the basis of the factors described in subsection (2) of
this section, the board of directors determines that any proposal
or offer to acquire the corporation is not in the best interest of
the corporation, it may reject such proj or offer. If the

EXPLANATION—-Matter enclosed in bold-faced brackets [thus) in the
above Bil17 is not enacted and is intended e be omitted in the law,

Hatter underlined Lius is néw matter.
qgtter enclosed in superscript.numerals has been adopted as foliows:
Senate SLI committee amendwents adopted Fehruary 23. 1989,

2 genate floor amendments adopted April 17, 1989
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board of directors determines to reject any such proposal or
offer, board of 'directors shall have no obligation to facilitate.

remove _niy_ barriers to, or refrain from impeding the proposal or

offer.
(cf: P.L.LQBB. c.94, 5.24)

12, Sﬁction 3 of P.L.1986, c.74 {C.14A:10A-3) is amended to
read as follows:

3. As Q{.lsed in this act:

a. "Alffiliate" means a person that directly, or indirectly
through ti‘ne or more intermediaries, controls, or is controlled by,
oris undér common control with, a specified person.

b. “dnnouncement date,” when used in reference to any
businessf combination, means the date of the first public
announcement of the final, definitive proposal for that business

combination.

c. " iate,” when used to indicate a relationship with any
person, *neans (1) any corporation or organization of which that
person x# an officer or partner or is, directly or indirectly, the
benefici{il owner of 10% or more of any class of voting stock, (2)
any trust or other estate in which that person has a substantial
beneficial interest or as to which that person serves as trustee or
ina simlhar fiduciary capacity, or (3) any relative or spouse of
that penf'son. or any relative of that spouse, who has the same
home as that person.

d. "Beneficial owner,” when used with respect to any stock,
means afperson:

(1) that, individually or with or through any of its affiliates or
associates, beneficially owns that stock, directly or indirectly;

(2) that, individually or with or through any of its affiliates or
associates, has (a) the right to acquire that stock (whether that
right is. exercisable immediately or only after the passage of
time), pursuant to any agreement, arrangement or understanding
(whether or not in writing), or upon the exercise of conversion
rights, exchange rights, warrants or options, or otherwise;
provided, however, that a person shall not be deemed the
beneficial owner of stock tendered pursuant to a tender or
exchange offer made by that person or any of that person's
affiliates or associates until that tendered stock is accepted for

purchase or exchange; or (b) the right to vote that stock pursuant
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to any a#reement. arrangement or understanding (whether or not
in writing): provided, however, that a person shall not be deemed
the beneficial owner ¢f any stock under this subparagraph if the
agreement, arrangement or understanding to vote that stock (i)
arises so*ely from a revocable proxy or consent given in response
to a proxy or consent solicitation made in accordance with the
applicab e rules and regulations under the Exchange Act, and (ii)
is not then reportable on a Schedule 13D under the Exchange Act
(or any cbmparable or successor report); or

(3) that has any agreement, arrangement or understanding
(whether or not in writing), for the purpose of acquiring, holding,
voting ( Ixcept voting pursuant to a revocable proxy or consent as
described in subparagraph (b) of paragraph (2) of this subsection),
or dispo&ing of that stock with any other persen that beneficially
owns, or{whose affiliates or associates beneficially own, directly
or indireq tly, that stock.
e. :;Liness combination,” when used in reference to any

resident domestic corporation and any interested stockholder of
that mililent domestic corporation, means:

(1) m‘py merger or consolidation of that resident domestic
corporation or any subsidiary of that resident domestic
corporati'on with (a) that interested stockholder or (b) any other
corporation (whether or not it is an interested stockholder of that
resident i1domestic corporation) which is, or after a merger or
consolidajtion would be, an affiliate or associate of that
interesteh stockholder;

2) any sale, lease, exchange, mortgage, pledge, transfer or
other disbosition (in one transaction or a series of transactions) to
or with that interested stockholder or any affiliate or associate
of that interested stockholder of assets of that resident domestic
corporation or any subsidiary of that resident domestic
corporation (a) having an aggregate market value equal to 10% or
more of the aggregate market value of all the assets, determined
on a consolidated basis, of that resident domestic corporation, (b)
having an aggregate market value equal to 10% or more of the
aggregate market value of all the outstunding stock of that
resident domestic corporation, or (c) representing 10% or more of
the eaming power or income, determined on a consolidated basis,
of that resident domestic corporation;
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(3)} the issuance or transfer by that resident domestic
corp?rahon or any subsidiary of that resident domestic
corp#ratnon (in one transaction or a series of transactions) of any
stocl# of that resident domestic corporation or any subsidiary of
that | resident domestic corporation which has an aggregate
market value equal to 5% or more of the aggregate market value
of all the outstanding stock of that resident domestic corporation
to th?t interested stockholder or any affiliate or associate of that
interested stockholder, except pursuant to the exercise of
warr;.nts or rights to purchase stock offered, or a dividend or
distrifution paid or made, pro rata te all stockholders of that
resident domestic corporation:;

(4). the adoption of any plan or proposal for the liquidation or
disso#ution of that resident domestic corporation proposed by, on
behal!f of or pursuant to any 1igreement, arrangement or
understanding (whether or not in writing) withl,] that interested
stockholder or any affiliate or associate of that interested
stockholder.

[s)f any reclassification of securities (including, without
limitation, any stock split, stock dividend, or other distribution of
stock in respect of stock, or any reverse stock split), or
rwapﬁtalization of that resident domestic corporation, or any
mergér or consolidation of that resident domestic corporation
with any subsidiary of that resident domestic corporation, or any
other: transaction (whether or not with, or into, or otherwise
involving that interested stockholder), proposed by, on behalf of
or pursuant to any agreement, arrangement or understanding
(whether or not in writing) withl,] that interested stackholder or
any affiliate or associate of that interested stockholder, which
has the effect, directly or indirectly, of increasing the
proportionate share of the outstanding shares of any class or
series of stock or securities convertible into voting stock of that
residqnt domestic corporation or any subsidiary of that resident
domestic corporation which is directly or indirectly owned by
that interested stockholder or any daffiliate or associate of that
interested stockholder, exéeﬁt as 8 cesult of immaterial changes
due to fractional shere adjustments; or

(6) any receipt by that interested stockholder or any affiliate
or associate of that interested stockholder of the benefit,
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directly or indirectly {except proportionately as a stockholder of
that rresidenl domestic corporation), of any loans, advances,
guar‘ tees, pledges or other financial assistance or any tax
creth: or other tax advantages provided by or through that
cerporation; provided, however, that the tenm “business
combination” shall not be deemed to include the receipt of any of
the t*pregoing benefits by that resident domestic corporation or
any of that corporation's 2{subsidiaries] affiliates? arising from
transactions (such as intercompany loans or tax sharing
arrangements) between that resident domestic corporation and its
2fsubsidiaries] affiliates? in the ordinary course of business.

f. "Common stock” means any stock other than preferred
stock.

8 "Consummation date,” with respect to any business
combination, means the date of consummation of that business
comi)ination.

h.j "Control,” including the terms "controlling” "controlled by"
and {"under common control with," means the possession, directly
or iq’directly. of the power to direct or cause the direction of the
management and policies of a person, whether through the
om#dnip of voting stock, by contract, or otherwise. A person's
beneficial ownership of 10% or more of the voting power of a
corporation’s outstanding voting stock shall create a presumption
thali that person has control of that corporation. Notwithstanding
the flforegoing in this subsection, a person shall not be deemed to
havé control of a corporation if that person holds voting power, in
good faith and not for the purpose of circumventing this section,
as an agent, bank, broker, nominee, custodian or trustee for one
or more beneficial owners who do not individually or as a group
have control of that corporation.

i. "Exchange Act” means the "Securities Exchange Act of
19834, 48 Stat. 881 (15 U.S.C. § 78a et seq.) as the same has been
or hereafter may be amended from time to time.

j» “Interested stockholder,” when used in reference to any

' resident domestic corporation, means any person (other than that

resident domestic corporation or any subsidiary of that resident
domestic corporation {or a bank holding company as defined in
the "Bank Holding Company Act of 1956," 70 Stat. 133 (12 U.S.C.
§ i841 et seq.) as amended, or any subsidiary of a bank holding
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compan t]) that:

(1) is! the beneficial owner, directly or indirectly, of 10% or
more of the voting power of the out:tanding voting stock of that
resident jdomestic corporation; or

(2) is an affiliate or associate of that resident domestic
corporatllon and at any time within the hve—year period
nmmedxitely prior to the date in question was the beneficial
owner, Jirectly or indirectly, of 10% or mare of the voting power
of the! then outstanding stock of that resident domestic
corporalfion. For the purpose of determining whether a person is
an inter,&sted stockholder pursuant to this subsection, the number
of share’s of voting stock of that resident domestic corporation
deemedg to be outstanding shall include shares deemed to be
beneficihlly owned by the person through application of
subsecti'bn d. of this section but shall not include any other
unissuet'!I shares of voting stock of that resident domestic
corpora;"ion which may be issuable pursuant to any agreement,
arrmgehent or understanding, or upon exercise of conversmn
rights, warrants or options, or otherwise.

k. Market value,” when used in reference to property of any
resident domestic corporation, means:

(1) in the case of stock, the highest closing sale price during
the 30-day period immediately preceding the date in question of
a share of that stock on the composite tape for New York Stock
Exchange-listed stocks, or, if that stock is not quoted on that
composite tape or if that stock is not listed on that exchange, on
the principal United States securities exchange registered under
the Exchange Act on which that stock is listed, or, if that stock is
not listed on any such exchange, the highest closing bid quotation
with respect to a share of that stock during the 30-day period
preceding the date in question on the National Association of
Securities Dealers, Inc. Automated Quotations System, or any
system then in use, or if no such quotations are available, the fair
market value on the date in question of a share of that resident
domestic stock as determined by the board of directors of that
corporation in good faith; and

(2) in the case of property other than cash or stack, the fair
market value of that property on the date in question as
determined by the board of directors of that resident domestic
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corpgration in good faith.

1. “Preferred stock" means any class or series of stock of a
resident | domestic corporation which under the bylaws or
certifica#e of incorporation of that resident domestic corporation
is entith“d to receive payment of dividends prior to any payment
of dividéhds on some other class or series of stock, or is entitled
in the ev)lent of any voluntary liquidation, dissolution or winding
up of the resident domestic corporation to receive payment or
distribution of a preferential amount before any psyments or
distributions are received by some other class or series of stock.

m. "Resident domestic corporation” means an issuer of voting
stock whhch is organized under the laws of this State and. as of
the stocki acquisition date in question, has its principal executive
offices lﬁcated in this State or significant business operations
located in this State.

n. "Stt"‘)ck“ means:

(1) an* stock or similar security, any certificate of interest,
any participation in any profit sharing agreement, any voting
trust certificate, or any certificate of deposit for stock: and

(2) any security convertible, with or without consideration,
into stock, or any warrant, call or other option or privilege of
buying st;ock without being bound to do so, or any other security
carrying any right to acquire, subscribe to or purchase stock.

0. "Stock acquisition date,” with respect to any person and any
resident domestic corporation, means the date that person first
becomes an interested stockholder of that resident domestic
corparation.

p. "Subsidiary" of any resident domestic corporation means
any other corporation of which voting stock having a majority of
the votes entitled to be cast is owned, dicectly or indirectly, by
that resident domestic corporation.

g. "Voting stock” means shares of capital stock of a
corporation entitled to vote genera‘lly in the election of
directors.1
(cf: P.L.1987, c.380, s.1)

13, Section 6 of P.L.1986, c.74 (C.14A:10A-6) is amended to
read as follows:

6. a. Unless the certificate of incorporation provides
otherwise, the provisions of this act shall not apply to any
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business combination of a resident domestic corporation with an
interested siockholder if the resident domestic corporation did
not have & class of voting stock registered or traded on a national
securities; e){change or registered with the Securities and
Exchange Commission pursuant to section 12(g) of the Exchange
Act, 48 Stat. 892 (15 U.S.C. §781) on that interested
stockholder's stock acquisition date.

b. Unless the certificate of incorporation provides otherwise
the pmvision# of this act shall not apply to any business
combination w{lith an interested stockholder who was an interested
stockholder prior to the effective date of this act unless
subsequent th#reto that interested stockholder increased his or
its interested %stockholder's proportion of the voting power of the
resident domelstic corporation’s outstanding voting stock to a
proportion in ’;excess of the proportion of voting power that
interested stoc}‘ﬂcholder held prior to the effective date of this act.

c. (Deleted by amendment, P.L.1987, ¢.380.)

d. The proqi‘isions of this act shall not apply to any business
combination of a resident domestic corporation with an
interested sto#kholder of that corporation which became an
interested stéckholder inadvertently, if such interested
stockholder (1) as soon as practicable divests itself or himself of
a sufficient amount of the voting stock of that resident domestic
corporation so that he or it no longer is the beneficial owner,
directly or indirectly, of 10% or more of the voting power of the
outstanding voting stock of that corporation, or a subsidiary of
that resident domestic corporation, and {2) would not at any time
within the five-year period preceding the announcement date
with respect to that business combination have been an interested
stockholder but for that inadvertent acquisition.

e. [The provisions of this act shall not apply to any business
combination of a resident domestic corporation which is a "bank
holding company” as defined in the "Bank Holding Company Act
of 1956, 70 Stat. 133 (12 U.S.C. § 1841 et seq.) as amended, or a
subsidiary of the bank holding company with an interested
stockholder of that resident domestic corporation.] (Deleted by
amendment, P.L. , c. .Mnow pending before the Legislature
2s this bill)

f. The provisions of this act shall not apply to any business
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combination ‘!' a resident dJomestic corporation with an
interested stockholder of that corporation which, prior to August
5, 1986, became the beneficial owner of more than 50% of the
voting power pf the outstanding voting stock of that resident
domestic corporation by reason of a purchase of voting stock
directly from that resident domestic corporation in a transaction
approved by tte board of directors of that resident domestic
corporation, p+ovided that, at the time of the approval, none of
the directors of the resident domestic corporation was an
employee, offiai‘r:er. director, shareholder, affiliate or associate of
the interested #tockholder.

g The provisions of this act shall not apply to any business
combination df a resident domestic corporation with an
interested stoIT:kholder of that corporation which became an
interested stoqkholder on or after August 5, 1986 and before
January 1, 1987.1
(cf: P.L.1988, €.155, 5.1)

1[2.] 4.1 This act shall take effect immediately.

COMMERCE AND INDUSTRY
Corporations

Permits board of directors to consider effects of its decisions on
employees, supb[iers. creditors, customers and the community in
which it operates, in addition to shareholders; applies the "New
Jersey Shareholders’ Protection Act” to banks.
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SENATE, o 325

~ STATEOF NEW JERSEY

} INTRODUCED FEBRUARY 6, 1989
]\‘ By Senator LESNIAK

AN ACT c#mceming the duties of directors of corporations and
amendiné\ N.].S.14A:6-1.

BE IT EILIACTED by the Senate and General Assembly of the
State of New Jersey:

1. N.].S.p4A:6-1 is amended to read as follows:

14A:6-1. | Board of directors.

(1) The l#usiness and affairs of a corporation shall be managed
by or under ’lthe direction of its board. except as in this act or in
its certificjne of incorporation otherwise provided. Directors
shall be at ieast 18 years of age and need not be United States
citizens or residents of this State or shareholders of the
corporation hnless the certificate of incorporation or by-laws so
require. Tl‘tfe certificate of incorporation or by-laws may
prescribe other qualifications for directors.

(2) In dpscharging his duties toc the corporation and in
deteminﬂ}wﬁhat he reasonably believes to be in_the best interest
of the corporation, a director may, in addition to considering the
effects of jﬁny action on_shareholders, consider any of the
following: (g’]ﬁthe effects of the action on the corporation’s
employées. s{):ppliers, creditors and customers; (b) the effects of
the action m@n the community in which the corporation operates;

and (c) the ldng term as well as the short-term interests of the
corporation and its shareholders. including the possibility that
these interests may best be served by the continued independence

of the corporation.
(3) If on the basis of the factors described in subsection (2) of

this section, the board of directors determines that any proposal
or offer to acquire the corporation is not in the best interest of
the corporation. it may reject such proposal or :offer. If the

EXPLANATION--Matter enclosed in bold-faced brackets [thus] in the
above bill is not enacted and is intended to be omitted in the Yaw.

Nattér underlined thys is new matter.
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board of directors determines to reject any such proposal or
offer, the board of directors shall have no obligation to facilitate,
remove any barriers to, or refrain from impeding the proposal or

offer.
(cf: P.L.1988, c.94, s.24)
2. This act shall take effect immediately.

SPINSOKS  STATEMENT

This bill permits the fiduciary duties of directors under the
"New Jersey Business Corporation Act" to take into
consideration factors beyond the short-term economic interests
of the corporation's shareholders, including the interests of the
corporation's employees, suppliers, creditors and customers, the
communities in which the corporation operates and the long-term
interests of the corporation’s shareholders. The bill also allows a
board of directors, after considering any such factors, to reject
an acquisition proposal. In rejecting such acquisition proposal,
the bill provides that a board of directors has no duty to
facilitate, remove any barriers to or refrain from impeding the

acquisition proposal.

COMMERCE AND INDUSTRY

Corporations

Provides that board of directors may include consideration of
effects of its decisions on employees, suppliers, creditors and
customers, in addition to shareholders, of the corporation and on
the community in which it operates.



SENATE LABOR, INDUSTRY AND PROFESSIONS COMMITTEE
STATEMENT TO

SENATE, No. 329

with committee amendments
STATE OF NEW JERSEY

DATED: FEBRUARY 23, 1989

The Senate Labor, Industry and Professions Committee reports
favorably and with committee amendments Senate, No. 3295.

This bill permits a director of a corporation incorporated under
the "New Jersey Business Corporation Act" (N.].S.14A:1-1 et seq.)
to take into consideration factors beyond the economic interests of
the corporation's shareholders in discharging his duties to the
corporation. These factors include: (1) the effects of an action on
the corporation's employees, suppliers, creditors and customers; (2)
the effects of an action on the community in which the corporation
operates; and (3) the long-term as well as the short-term interests of
the corporation and its shareholders.

If on the basis of these factors, the board of directors
determines that a proposal or offer to acquire the corporation is not
in the best interests of the corporation, the bill provides that the
board may reject the proposal or offer and that, if the board does
reject the offer or proposal, it has no obligation to facilitate, remove
any barriers to or refrain from impeding the acquisition proposal or
offer.

While consideration by a director of any of the factors
enumerated in paragraphs (a) and (b) of subsection (2) of section 1 of
this bill is expressly intended to be discretionary and not mandatory,
this bill is designed to encourage consideration of these factors in
determining the best interests of the corporation. At the same time,
since circumstances facing a board will vary on a case by case basis,
the Legislature would not deem it a breach of a director's duty to
the corporation if a director, in determining the best interests of the
corporation, did not consider such factors.

The committee amended the bill to provide that the provisions
of the "New Jersey Shareholders' Protection Act,” P.L.1986, c.74
(C.14A:10A-1 et seq.), apply to bank holding companies.
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SENATE, No, 395 e

STATE OF NEW JERSEY ¢

INTRODUCED FEBRUARY 6, 1989
By Senator LESNIAK
AN ACT concerning the duties of directors of corporations land

the protection of shareholder rights! and amending N.].S.
14A:6-1 land P.L. 1986, c. 741,

BE IT ENACTED by the Senate and General Assembly of the
State of New Jersey:

1. N.J.S.14A:6-1 is amended to read as follows:

14A:6-1. Board of directors.

(1) The business and affairs of a corporation shall be managed
by or under the direction of its board, except as in this act or in
its certificate of incorporation otherwise provided. Directors
shall be at least 18 years of age and need not be United States
citizens or residents of this State or shareholders of the
corporation unless the certificate of incorporation or by-laws so
require. The certificate of incorporation or by-laws may
prescribe other qualifications for directors.

(2) In discharging his duties to the corporation and in

determining what he reasonably believes to be in the best interest

of the corporation, a director may, in addition to considering the

effects of any action on shareholders, consider any of the

following: (a) the effects of the action on the corporation's

employees, suppliers, creditors and customers; (b) the effects of

the action on the community in which the corporation operates;

and (c) the long term as well as the short-term interests of the

corporation and its shareholders, including the possibility that

these interests may best be served by the continued independence

of the corporation.

. (3)_If on the basis of the factors described in subsection (2) of

this section, the board of directors determines that any proposal

or offer to acquire the corporation is not in the best interest of

the corporation, it may reject such proposal or offer. If the

EXPLANATION--Matter enclosed in bold-faced brackets [thus] 1n the
above bill is not enacted and is intended to be omitted in the law.

Matter underlined thus is new matter.
vatter enclosed 'n superscript numerals has been adopted as follows:
Senate SLI committee amendments adopted February 23, 1989.
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board of directors determines to reject any such proposal or
offer, the board of directors shall have no obligation to facilitate,

remove any barriers to, or refrain from impeding the proposal or

offer.
(cf: P.L.1988, c.94, s.24)

12, Section 3 of P.L.1986, c.74 (C.14A:10A-3) is amended to
read as follows:

3. As used in this act:

a. "Affiliate" means a person that directly, or indirectly
through one or more intermediaries, controls, or is controlled by,
or is under common control with, a specified person.

b. "Announcement date," when used in reference to any
business combination, means the date of the first public
announcement of the final, definitive proposal for that business
combination.

c. "Associate," when used to indicate a relationship with any
person, means (1) any corporation or organization of which that
person is an officer or partner or is, directly or indirectly, the
beneficial owner of 10% or more of any class of voting stock, (2)
any trust or other estate in which that person has a substantial
beneficial interest or as to which that person serves as trustee or
in a similar fiduciary capacity, or (3) any relative or spouse of
that person, or any relative of that spouse, who has the same
home as that person.

d. "Beneficial owner,” when used with respect to any stock,
means a person:

(1) that, individually or with or through any of its affiliates or
associates, beneficially owns that stock, directly or indirectly;

(2) that, individually or with or through any of its affiliates or
associates, has (a) the right to acquire that stock (whether that
right is exercisable immediately or only after the passage of
time), pursuant to any agreement, arrangement or derstanding
(whether or not in writing), or upon the exercise of conversion
rights, exchange rights, warrants or options, or otherwise;
provided, however, that a person shall not be deemed the
beneficial owner of stock tendered pursuant to a tender or
exchange offer made by that person or any of that person's
affiliates-or associates until that tendered stock is accepted for
purchase or exchange: or (b) the right to vote that stock pursuant
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to any agreement, arrangement or understanding (whether or not
in writing); provided, however, that a person shall not be deemed
the beneficial owner of any stock under this subparagraph if the
agreement, arrangement or understanding to vote that stock (i)
arises solely from a revocable proxy or consent given in response
to a proxy or consent solicitation made in accordance with the
applicable rules and regulations under the Exchange Act, and (ii)
is not then reportable on a Schedule 13D under the Exchange Act
(or any comparable or successor report); or

(3) that has any agreement, arrangement or understanding
(whether or not in writing), for the purpose of acquiring, holding,
voting (except voting pursuant to a revocable proxy or consent as
described in subparagraph (b) of paragraph (2) of this subsection),
or disposing of that stock with any other person that beneficially
owns, or whose affiliates or associates beneficially own, directly
or indirectly, that stock.

e. "Business combination,” when used in reference to any
resident domestic corporation and any interested stockholder of
that resident domestic corporation, means:

(1) any merger or consolidation of that resident domestic
corporation or any subsidiary of that resident domestic
corporation with (a) that interested stockholder or (b) any other
corporation (whether or not it is an interested stockholder of that
resident domestic corporation) which is, or after a merger or
consolidation would be, an affiliate or associate of that
interested stockholder;

(2) any sale, lease, exchange, mortgage, pledge, transfer or
other disposition (in one transaction or a series of transactions) to
or with that interested stockholder or any affiliate or associate
of that interested stockholder of assets of that resident domestic
corporation or any subsidiary of that resident domestic
corporation (a) having an aggregate market value equal to 10% or
more of the aggregate market value of all the assets, determined
on a consolidated basis, of that resident domestic corporation, (b)
having an aggregate market value equal to 10% or more of the
aggregate market value of all the outstanding stock of that
resident domestic corporation, or (c) representing 10% or more of
the earning power or income, determined on a consolidated basis,

of that resident domestic corporation;
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(3) the issuance or transfer by that resident domestic
corporation or any subsidiary of that resident domestic
corporation (in one transaction or a series of transactions) of any
stock of that resident domestic corporation or any subsidiary of
that resident domestic corporation which has an aggregate
market value equal to 5% or more of the aggregate market value
of all the outstanding stock of that resident domestic corporation
to that interested stockholder or any affiliate or associate of that
interested stockholder, except pursuant to the exercise of
warrants or rights to purchase stock offered, or a dividend or
distribution paid or made, pro rata to all stockholders of that
resident domestic corporation;

(4) the adoption of any plan or proposal for the liquidation or
dissolution of that resident domestic corporation proposed by, on
behalf of or pursuant to any agreement, arrangement or
understanding (whether or not in writing) with[,] that interested
stockholder or any affiliate or associate of that interested
stockholder;

(5) any reclassification of securities (including, without
limitation, any stock split, stock dividend, or other distribution of
stock in respect of stock, or any reverse stock split), or
recapitalization of that resident domestic corporation, or any
merger or consolidation of that resident domestic corporation
with any subsidiary of that resident domestic corporation, or any
other transaction (whether or not with, or into, or otherwise
involving that interested stockholder), proposed by, on behalf of
or pursuant to any agreement, arrangement or understanding
(whether or not in writing) with[,] that interested stockholder or
any affiliate or associate of that interested stockholder, which
has the effect, directly or indirectly, of increasing the
proportionate share of the outstanding shares of any class or
series of stock or securities convertible into voting stock of that
resident domestic corporation or any subsidiary of that resident
domestic corporation which is directly or indirectly owned by
that interested stockholder or any affiliate or associate of that
interested stockholder, except as a result of immaterial changes
due to fractional share adjustments; or

(6) any receipt by that interested stockholder or any affiliate
or associate of that interested stockholder of the benefit,



11

13

15

17

19

21

23

25

27

29

31

33

35

37

39

$3295 [1R]
5

directly or indirectly (except proportionately as a stockholder of
that resident domestic corporation), of any loans, advances,
guarantees, pledges or other financial assistance or any tax
credits or other tax advantages provided by or through that
corporation; provided, however, that the term "business
combination” shall not be deemed to include the receipt of any of
the foregoing benefits by that resident domestic corporation or
any of that corporation's subsidiaries arising from transactions
(such as intercompany loans or tax sharing arrangements)
between that resident domestic corporation and its subsidiaries in
the ordinary course of business.

f. "Common stock"” means any stock other than preferred
stock.

g. "Consummation date," with respect to any business
combination, means the date of consummation of that business
combination.

h. "Control," including the terms "controlling" "controlled by"
and "under common control with," means the possession, directly
or indirectly, of the power to direct or cause the direction of the
management and policies of a person, whether through the
ownership of voting stock, by contract, or otherwise. A person's
beneficial ownership of 10% or more of the voting power of a
corporation's outstanding voting stock shall create a presumption
that that person has control of that corporation. Notwithstanding
the foregoing in this subsection, a person shall not be deemed to
have control of a corporation if that person holds voting power, in
good faith and not for the purpose of circumventing this section,
as an agent, bank, broker, nominee, custodian or trustee for one
or more beneficial owners who do not individually or as a group
have control of that corporation.

i. "Exchange Act" means the "Securities Exchange Act of
1934," 48 Stat. 881 (15 U.S.C. § 78a et seq.) as the same has been
or hereafter may be amended from time to time.

+ J. "Interested stockholder,” when used in reference to any
resident domestic corporation, means any person (other than that
resident domestic corporation or any subsidiary of that resident
domestic corporation [or a bank holding company as defined in
the "Bank Holding Company Act of 1956," 70 Stat. 133 (12 U.S.C.
§ 1841 et seq.) as amended, or any subsidiary of a bank holding
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company]) that:

(1) is the beneficial owner, directly or indirectly, of 10% or
more of the voting power of the outstanding voting stock of that
resident domestic corporation; or

(2) is an affiliate or associate of that resident domestic
corporation and at any time within the five-year period
immediately prior to the date in question was the beneficial
owner, directly or indirectly, of 10% or more of the voting power
of the then outstanding stock of that resident domestic
corporation. For the purpose of determining whether a person is
an interested stockholder pursuant to this subsection, the number
of shares of voting stock of that resident domestic corporation
deemed to be outstanding shall include shares deemed to be
beneficially owned by the person through application of
subsection d. of this section but shall not include any other
unissued shares of voting stock of that resident domestic
corporation which may be issuable pursuant to any agreement,
arrangement or understanding, or upon exercise of conversion
rights, warrants or options, or otherwise.

k. "Market value," when used in reference to property of any
resident domestic corporation, means:

(1) in the case of stock, the highest closing sale price during
the 30-day period immediately preceding the date in question of
a share of that stock on the composite tape for New York Stock
Exchange-listed stocks, or, if that stock is not quoted on that
composite tape or if that stock is not listed on that exchange, on
the principal United States securities exchange registered under
the Exchange Act on which that stock is listed, or, if that stock is
not listed on any such exchange, the highest closing bid quotation
with respect to a share of that stock during the 30-day period
preceding the date in question on the National Association of
Securities Dealers, Inc. Automated Quotations System, or any
system then in use, or if no such quotations are available, the fair
market value on the date in question of a share of that resident
domestic stock as determined by the board of directors of that
corporation in good faith; and

(2) in the case of property other than cash or stock, the fair
market ~alue of that property on the date in question as
determined by the board of directors of that resident domestic
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corporation in good faith.

l. "Preferred stock” means any class or series of stock of a
resident domestic corporation which under the bylaws or
certificate of incorporation of that resident domestic corporation
is entitled to receive payment of dividends prior to any payment
of dividends on some other class or series of stock, or is entitled
in the event of any voluntary liquidation, dissolution or winding
up of the resident domestic corporation to receive payment or
distribution of a preferential amount before any payments or
distributions are received by some other class or series of stock.

m. "Resident domestic corporation" means an issuer of voting
stock which is organized under the laws of this State and, as of
the stock acquisition date in question, has its principal executive
offices located in this State or significant business operations
located in this State.

n. "Stock" means:

(1) any stock or similar security, any certificate of interest,
any participation in any profit sharing agreement, any voting
trust certificate, or any certificate of deposit for stock; and

(2) any security convertible, with or without consideration,
into stock, or any warrant, call or other option or privilege of
buying stock without being bound to do so, or any other security
carrying any right to acquire, subscribe to or purchase stock.

0. "Stock acquisition date," with respect to any person and any
resident domestic corporation, means the date that person first
becomes an interested stockholder of that resident domestic
corporation.

p. "Subsidiary" of any resident domestic corporation means
any other corporation of which voting stock having a majority of
the votes entitled to be cast is owned, directly or indirectly, by
that resident domestic corporation.

q. "Voting stock” means shares of capital stock of a
corporation entitled to vote generally in the election of
directors. !

(cf: P.L.1987, ¢.380, s.1)

13, Section 6 of P.L.1986, c.74 (C.14A:10A-6) is amended to
read as follows:

6. a.-- Unless the certificate of incorporation provides
otherwise, the provisions of this act shall not apply to any
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business combination of a resident domestic corporation with an
interested stockholder if the resident domestic corporation did
not have a class of voting stock registered or traded on a national
securities exchange or registered with the Securities and
Exchange Commission pursuant to section 12(g) of the Exchange
Act, 48 Stat. 892 (15 U.S.C. §781) on that interested
stockholder’ s stock acquisition date.

b. Unless the certificate of incorporation provides otherwise
the provisions of this act shall not apply to any business
combination with an interested stockholder who was an interested
stockholder prior to the effective date of this act unless
subsequent thereto that interested stockholder increased his or
its interested stockholder's proportion of the voting power of the
resident domestic corporation's outstanding voting stock to a
proportion in excess of the proportion of voting power that
interested stockholder held prior to the effective date of this act.

c. (Deleted by amendment, P.L.1987, ¢.380.)

d. The provisions of this act shall not apply to any business
combination of a resident domestic corporation with an
interested stockholder of that corporation which became an
interested stockholder inadvertently, if such interested
stockholder (1) as soon as practicable divests itself or himself of
a sufficient amount of the voting stock of that resident domestic
corporation so that he or it no longer is the beneficial owner,
directly or indirectly, of 10% or more of the voting power of the
outstanding voting stock of that corporation, or a subsidiary of
that resident domestic corporation, and (2) would not at any time
within the five-year period preceding the announcement date
with respect to that business combination have been an interested
stockholder but for that inadvertent acquisition.

e. [The provisions of this act shall not apply to any business
combination of a resident domestic corporation which is a "bank
holding company" as defined in the "Bank Holding Company Act
of 1956," 70 Stat. 133 (12 U.S.C. § 1841 et seq.) as amended, or a
subsidiary of the bank holding company with an interested
stockholder of that resident domestic corporation.] (Deleted by
amendment, P.L. , C. J{now pending before the Legislature

as this bill)

f. The provisions of this act shall not apply to any business
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combination of a resident domestic corporation with an
interested stockholder of that corporation which, prior to August
5, 1986, became the beneficial owner of more than 50% of the
voting power of the outstanding voting stock of that resident
domestic corporation by reason of a purchase of voting stock
directly from that resident domestic corporation in a transaction
approved by the board of directors of that resident domestic
corporation, provided that, at the time of the approval; none of
the directors of the resident domestic corporation was an
employee, officer, director, shareholder, affiliate or associate of
the interested stockholder.

g. The provisions of this act shall not apply to any business
combination of a resident domestic corporation with an
interested stockholder of that corporation which became an
interested stockholder on or after August 5, 1986 and before
January 1, 1987.1
(cf: P.L.1988, c.155, s.1}

1[2.] 4.1 This act shall take effect immediately.

COMMERCE AND INDUSTRY
Corporations

Permits board of directors to consider effects of its decisions on
employees, suppliers, creditors, customers and the community in
which it operates, in addition to shareholders; applies the "New
Jersey Shareholders' Protection Act" to banks.
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Governor Thomas H. Kean today signed the following legislation:

A-2772, sponsored by Assemblyman Patrick Roma, R-Bergen, and Senator
Thomas Paterniti, D-Middlesex. The bill requires the full Parole Board to review
parole recommendations for inmates convicted of first-degree murder. The bill
arose out of the case of Thomas Trantino, convicted of the murder of two Lodi
policemen, whose parole recommendation was overturned after review by the full
: board. |
J The bill takes effect immediately.

] S-3295/A-4230, sponsored by ‘Senator Raymond Lesniak, D-Union, and

Assemblymen Garabed Haytaian, R-Warren, and John Rocco, R-Camden. The bill
allows the board of directors of a corporation, in reviewing an acquisition offer
or proposal, to review factors including the impact on employees, customers,
suppliers and the local economy. The bill is designed to defend against hostile
corporate takeovers.

The bill takes effect immediately.

e e SR— . . & e s .

S-2755, sponsored by Senator Carmen Orechio, D-Essex. The bill creates

a special disability retirement allowance for members of the Police and Firemens'

Retirement System who have received a heart transplant. Transplant patients
under 55, with five or more years of service, could retire at 50 percent of final
compensation.

The bill takes effect immediately.

.
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