
AS PASSED BY COMMITTEE 
AMENDED 

 

ARIZONA STATE SENATE 

RESEARCH STAFF 
 
 
TO: MEMBERS OF THE SENATE  
  
DATE:  February 17, 2015 

 
SUBJECT: Strike everything amendment to S.B. 1141, relating to corporations; purposes; 

directors and officers 
________________________________________________________________________________                       
 
Purpose 
 

Extends the powers and interests of a benefit corporation to all corporations formed under 
A.R.S. Title 10. Modifies statute relating to proxies, remote communication, shareholder 
agreements and permissible corporate actions. Assigns liability for damages resulting from certain 
actions. 
 
Background 
 

The Arizona Corporation Commission (ACC) is established by Article 15 of the Arizona 
Constitution to facilitate the incorporation of businesses and organizations, public utilities 
regulation, securities regulation and railroad or pipeline safety (A.R.S. § 10-3130). 
The Corporations Division of the ACC approves the filing of all articles of incorporation for 
Arizona businesses; all articles of organization for limited liability companies (LLCs); grants 
authority to foreign corporations to transact business in this state; investigates the lawful purpose of 
a company; and revokes the corporate charters of those corporations that do not comply with 
statute. The Corporations Division collects an annual report for every corporation which reflects its 
current status, business and financial condition. Any significant changes to Articles of Incorporation 
or Articles of Organization for LLCs in the form of amendments, mergers, consolidations, 
dissolutions or withdrawals are also filed with the Corporations Division. 
 

A benefit corporation is a voluntary corporate entity that allows businesses to consider profit 
as well as benefit to society and the environment. Benefit corporations declare their commitment to 
creating general public benefit, require a supermajority vote of all shareholders in order to 
incorporate as such and are required to be assessed against a third-party standard of public benefit 
(A.R.S. § 10-2402). 
 
 There is no anticipated fiscal impact to the state General Fund associated with the passage of 
this legislation. 
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Provisions 

Corporate Actions 
 

1. Permits all corporations to take any action to pursue any purpose, including a nonmonetary 
purpose and the creation of private or public benefit. 
 

2. Requires a director or officer to consider the effect of any proposed action or inaction on the 
shareholders of the corporation as well as the action’s or inaction’s furtherance of the purposes 
of the corporation when making a decision regarding the best interests of the corporation. 

 
3. Allows a director or officer to consider the effect of any proposed action or inaction on the 

interests of the corporation, its shareholders, employees, customers, community, environment or 
any other pertinent factor when making a decision regarding the best interests of the 
corporation. 

 
4. Stipulates that the best interests of a corporation need not require particular interests be given 

priority over other interests, unless stipulated in the articles of incorporation, corporate bylaws 
or by resolution. 

 
5. Allows corporate actions to be taken without a meeting or a vote of shareholders through the 

written consent signed by shareholders comprising at least the minimum number of votes 
necessary to authorize action. 

 
6. Requires that for action taken without a meeting or vote of shareholders, a copy of actions taken 

and a copy of any written consents to action be included in the minutes that are filed with 
corporate records in the same format as the minutes are taken. 

 
7. Specifies that for actions taken by directors without a meeting, consents describing the action 

taken must be signed by all directors in aggregate and that those consents must be included in 
the minutes that are filed with corporate records in the same format as the minutes are taken. 

 
8. Requires that notice be given within 30 days of a corporate action taken without a meeting, to 

any shareholders that do not consent in writing to the action and any shareholders that would 
have been entitled to notice of a meeting. 

 
Liability for Monetary Damages 

 
9. Designates any person who acts on behalf of a corporation knowing, or who can be reasonably 

expected to know, that the corporation is not formed as liable for all debts incurred as a result of 
that action. 
 

10. Stipulates that a director or officer acting on behalf of a corporation who knows, or can be 
reasonably expected to know, that they are not authorized to do so is liable for any debts or 
liabilities incurred through that action. 
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11. Establishes statutory presumption that a director or officer is not liable for lack of action or for 

actions taken within the general standards of conduct, including determination of what is in the 
best interests of the corporation. 

 
12. Specifies that the burden of proof in establishing liability contrary to statutory presumption rests 

on the party challenging the action or inaction of a director or officer. 
 

13. Limits the persons who may bring action or assert a claim against a corporation, its directors or 
its officers to: 1) the corporation; 2) corporate shareholders; and 3) a person specified in articles 
of incorporation or bylaws; when the action or claim relates to any of the following: 
a) decision or failure of the corporation to pursue a nonmonetary purpose; or 
b) a director or officer’s violation of obligation, duty or standard of conduct to consider the 

effect of an act, omission or decision by a corporation on a nonmonetary purpose. 
 

14. Stipulates that a corporation, its directors and its officers are not liable for monetary damages 
resulting from the decision to create or not create a nonmonetary purpose, or failure to pursue a 
nonmonetary purpose. 
 

15. Designates that any person that knowingly authorizes a materially false or misleading document 
to be delivered to the ACC, with respect to an LLC or a corporation, is responsible to the 
corporation, its shareholders and its creditors for all resulting damages. 

 
Remote Communication 

 
16. Permits shareholders meetings to be conducted through any means of remote communication. 

 
17. Stipulates that shareholders participating in a meeting by remote communication may be 

deemed to be present in person and to vote, if the corporation: 
a) implements reasonable measures to verify the identity of a participant as a shareholder; 
b) implements reasonable measures to allow a shareholder to participate by remote 

communication; and 
c) maintains a record of the vote and of any action taken. 

 
18. Requires all votes of shareholders to be made in writing. An electronic transmission that 

includes information verifying its authorization by a shareholder may satisfy this requirement if 
permitted in the articles of incorporation, through bylaws or by the board of directors. 
 

Proxies 
 

19. Permits any shareholder, the shareholder’s agent or the shareholder’s attorney to appoint a 
proxy to act for the shareholder by signing a physical appointment form or by verifiable 
electronic transmission. 
 

20. Authorizes an inspector of election to receive signed appointment form or electronic 
transmissions appointing a proxy as well as written notice of death or incapacity of a 
shareholder or proxy. 
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21. Stipulates that the appointment of a proxy is valid for 12 months, unless otherwise provided in 

the appointment form, articles of incorporation or bylaws. 
 

Shareholder Agreements 
 

22. Extends the validity of a shareholder agreement authorized in statute from a period of 10 years 
to the duration of the corporation’s existence. 
 

23. Limits the enforceability of a shareholder agreement authorized in statute to persons with 
standing. 

 
Benefit Corporations 

 
24. Stipulates that the enumeration of the powers and interests of a benefit corporation in statute 

does not imply that such powers and interests are solely limited to benefit corporations. 
 

25. Specifies that any corporation formed under A.R.S. Title 10 has the powers of a benefit 
corporation and may consider interests in the same manner as the director of a benefit 
corporation. 

 
26. Applies the standards of conduct and associated statutory presumptions to the directors and 

officers of benefit corporations. 
 

Disclosures 
 

27. Reduces the period of time that an applicable felony or court action must be reported on a 
certificate of disclosure for incorporation of a corporation or benefit corporation from 7 years to 
5 years. 

 
Definitions 

 
28. Defines a nonmonetary purpose as a purpose other than the benefit of the financial or economic 

interests of a corporation’s shareholders. 
 

29. Allows for this legislation to be referred to as the “Arizona Business Entities Competitive 
Omnibus Act.” 

 
30. Makes technical and conforming changes. 

 
31. Becomes effective on the general effective date. 
 
Amendments Adopted by Committee 
 
• Adopted the strike everything amendment. 
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Senate Action 
 
CWD  2/16/15     DPA/SE     7-0-1 
 
 
DF/jo 
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