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P.L.1989. CHAPT&R un. uPJ1"Ol1Cfl~.-e~; (9ti 

1989 Senate No. 3296 

1 AN ACT concerning share rights or options issued by corporatiGns 

chartered in this State and lU1Iendins l'qSI4A:7-7. 

3 

BE IT ENACTED ".51 'he Hnew'e ond Genera' Assembly 0/ aM 

5 State 0/ New JerseJl: 

1. N.J.S.14A:7-7 is amended to read lIS follo~ 

7 14A:7-7. Share rishts and optiOUS. 

(1) Subject to any provisions in respect thereof set forth ip its 

9 certificate of incorporation in effect before the authorization 

and issuance of the rights or options, a corporation may create 

11 and issue, whether or not -in connection with the issuanCe and sale 

of any of its shares or bonds. rishts or options entitlins the 

13 holders thereof to purchase from the corporation shares of any 

class >tr series for such consideration and upon sueb terms and 

15 conditions as may be fixed by the board. Such riBbts or options 

shall be evidenced in such manner as the board shall approve and. 

17 without limitins the generality of the foreaoins. may be 

evidenced by warrants attached to or forming part of bond 

19 instruments or share certificates or existing independently 

thereof. The instruments evidencing such rights or options shall 

21 set forth or incorporate by reference the tenos and conditions "f 

their exercise, including the time or limes, whicb may be limited 

23 or unlimited in dUl"oltion. within which. and the price or prices a,t 

which such shares may be purchased from the corporation. and 

25 any limitations on the transferability of any such risht or option. 

The rights or options may contain provisions which adjust the 

27 riRhts or options in the event of an acquisition of shares or a 

reorganization. merser. consolidation. ute of _Is or other' 

29 occurrence. lbe consideration for shal'eS to be pun;hased upon 

th8 exercise of any such light Or' option shall comPly with the 

31 requirements of sections 1..A:7-...... lotA:7-S. A aood faith 

judgment of the boUd IS to the adequacy of the CllllSideratioD 

33 received for ada riFts or options is conclusive. 

EXPlMolTiOM-Mattu _,.... I. ",.,__ ~-'ets (u.s) •• aN 
......ill is ..t ...W .. Is t~ te .. _itW i. U. t ... 

llattu Uft~r1i_ ilia is ...tt«. 



S3Z96 

1. 

1 (2) (Delctedby amendment. P.Ll98&. c.M.) 

(3) NotwithstiUJding.1~.LS.14A:7-1 and N,l.5.14A:7-Z iIIIII any 

3 other provision of chapter 7 of ntle i4A of the New le~ 

Statutes. and unless othenvise pIOVided in the "rorac_te of 

5 incorporation in effect ~fore. the authorization and issuance of 

the rights or options, a cogJOration Inay before, on or after the 

7 effective date of this 1989 amendatory act, authorize and issue 

Eixhts or options which include conditions that prevent the holder 

9 of a specified percentage of the outstandins shares of the 

corporation, including subsequent transferees of the holder, from 

11 exercising those rights or options~ch invalidate any riJhts 
or options beneficially owned by the bolder of a specifiec! 

13 percentage of the outstanding shares of the cotpOration, including 

subsequent transferees of the holder. 

15 (if: P.L.1988, c.~4, s.39) 

2. This act shan take effect immediately. 

17 

19 STATEMENT 

21 Corporations chartered in this State have issued share rights or 

options which Include conditions that, amana other things, 

23 preclude the holder or holders of a specified percentage of the 

outstanding shares of the corporation and their subsequent 

25 transferees from exercisina those rightfl or options or which 

invalidate such .rights or. options beneficially owned by such 

27 holder or holders IUld their subsequent tranSferees. Tlutpurpose 

of thia bill is to make it clear that such rights and options have 

29 been and continue to be valid under the laws of this State. 

31 

33 COMMERCE AND INDUSTRY 
Corporations 

35 

AUowa share lights or options of • corporation to contain 

37 pmviIiQns which Ildiust theOl in ..,_t of cUnae of OWDIInbip of 

.... co....ration. 
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(2) (Deleted by amendment, P.L.1988, c.94.) 

(3) Notwithstanding N.J.S.14A:7-1 and N.J.S.14A:7-2 and any 

other provision of chapter 7 of Title 14A of the New Jersey 

Statutes, and unless otherwise provided in the certificate of 

incorporation in effect before the authorization and issuance of 

the rights or options, a corporation may before, on or after the 

effective date of this 1989 amendatory act, authorize and issue 

rights or options which include conditions that prevent the holder 

of a specified percentage of the outstanding shares of the 

corporation, including subsequent transferees of the holder, from 

exercising those rights or options or which invalidate any rights 

or options beneficially owned by the holder of a specified 

percentage of the outstanding shares of the corporation, including 

subsequent transferees of the holder. 

(d: P.L.1988, c.94, s.39) 

2. This act shall take effect immediately. 

19 STATEMENT 

21 

23 

25 

27 

29 

Corporations chartered in this State have issued share rights or 

options which include conditions that, among other things, 

preclude the holder or holders of a specified percentage of the 

outstanding shares of the corporation and their subsequent 

transferees from exercising those rights or options or which 

invalidate such rights or options beneficially owned by such 

holder or holders and their subsequent transferees. The purpose 

of this bill is to make it clear that such rights and options have 

been and continue to be valid under the laws of this State. 

31 

33 

35 

37 

COMMERCE AND INDUSTRY 

Corporations 

Allows share rights or options of a corporation to contain 

provisions which adjust them in event of change of ownership of 

the corporation. 



SENATE LABOR, INDUSTRY AND PROFESSIONS 
COMMITTEE 

STATEMENT TO 

SENATE, No. 3296
 

STATE OF NEW JERSEY
 

DATED: FEBRUARY 23, 1989 

The Senate Labor, Industry and Professions Committee reports 

favorably Senate Bill No. 3296. 

This bill provides that the rights or options of corporations 

incorporated under the "New Jersey Business Corporation Act" 

(N. J.S.14A:1-1 et seq.) may contain provisions which adjust the 

rights or options in the event of an acquisition of shares or a 

reorganization, merger, consolidation, sale of assets or other 

occurrence. 

The bill also provides that, unless otherwise provided in the 

certificate of incorporation, a corporation may, before, on, or after 

the effective date of this bill, authorize and issue rights or options 

which include conditions that prevent the holder of a specified 

percentage of outstanding shares of the corporation from exercising 

those rights or options or that invalidate the rights or options of such 

holder. 
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