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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2685 *%%”

| NTRODUCED BY VEON, MNALLY, LEVDANSKY, PISTELLA, MELI G
BROUJOS, COLAFELLA, LAUGHLIN, PETRONE, TIGUE, DeLUCA, PESC,
TANGRETTI, HOALETT, CAPPABI ANCA, FREEMAN, TRELLO GODSHALL
ANGSTADT AND RYBAK, JUNE 13, 1990

REFERRED TO COWM TTEE ON BUSI NESS AND COVMERCE, JUNE 13, 1990
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AN ACT
Amending Title 15 (Corporations and Uni ncorporated Associ ati ons)
of the Pennsylvania Consolidated Statutes, providing for
shar ehol der approval of gol den parachute plans and ot her
fringe benefits.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Chapter 17 of Title 15 of the Pennsylvani a
Consolidated Statutes is anmended by adding a subchapter to read:
CHAPTER 17
OFFI CERS, DI RECTORS AND SHAREHOLDERS
* x *

SUBCHAPTER B. 1
ESTABLI SHVENT OF GOLDEN PARACHUTES
AND FRI NGE BENEFI TS
Sec.
1736. Definitions.
1737. Schedul i ng of sharehol der vote.

1738. Information statenent by board of directors.
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1739. Voting on gol den parachutes or fringe benefits by
shar ehol ders.

1740. Gvil renedies.

§ 1736. Definitions.

The foll ow ng words and phrases when used in this subchapter
shall have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Fringe benefits." Any corporate program incentive or plan
ot her than sal aries, wages or pay that is provided to an
i ndi vidual for services rendered.

"CGol den parachute.” Any form of conpensation, bonus,
paynent, conm ssion, property transfer, stock option or
corporate incentive over and above those that a director or
manager woul d ot herw se receive upon a change of control of the
corporation or his termnation, retirenment or dism ssal.

§ 1737. Scheduling of sharehol der vote.

(a) GCeneral rule.--During the next annual sharehol der's
nmeeting or special neeting called by the board of directors, the
votes shall be cast regarding the establishment of gol den
parachutes and fringe benefits in accordance with this
subchapt er

(b) Date of vote.--The vote shall be taken on the date set
by the board of directors but no |ater than one year after the
effective date of this section.

§ 1738. Information statement by board of directors.

(a) Delivery of information statenent.--The board of
directors shall send to each sharehol der of record an
i nformati on statenment which contains all of the foll ow ng:

(1) The identity of the board nenbers and managers who

have gol den parachutes and fringe benefits in their

19900H2685B3726 - 2 -



© o0 N oo o A~ wWw N P

N RN R NN N NN R P R R R R R R R R
0o N o o A WO N R O ©O 0O N o A wN - O

29
30

enpl oynment contracts or who will receive any proposed gol den

parachute or fringe benefits.

(2) A description, including nonetary val ue, of the
gol den parachutes or fringe benefits to be voted on by the
shar ehol ders and those already avail able to board of
di rectors and nanagers.

(3) A financial analysis of the costs to the corporation
for providing the golden parachutes or fringe benefits to
board of directors and managers, including a per share cost
assessnment. The anal ysis nust contain the source of noneys to
pay for the golden parachutes or fringe benefits.

(4) A statenent presenting the terns, conditions,
application, procedures and |egal obligations of the golden
parachutes and fringe benefits.

(5) A concise report on the necessity for establishing
gol den parachutes or fringe benefits in regard to the
operation and profitability of the corporation.

(6) The sharehol der neeting place, date and tine and an
expl anation of the provisions of this subchapter for voting
on the establishnment of golden parachutes or fringe benefits
for board of directors and managers.

(b) Tinme for delivery.--The information statenment nust be
provi ded to the sharehol ders of the corporation at |east one
nmonth prior to the date set by the board to vote on the gol den
parachutes or fringe benefits.

§ 1739. Voting on proposed gol den parachutes or fringe benefits
by sharehol ders.

Any gol den parachute or fringe benefits proposed by the board
of directors as part of their, or managenent's, contracts nust

be agreed to by a two-thirds vote of the sharehol ders of the

19900H2685B3726 - 3 -



© o0 N oo o A~ wWw N P

I S R O S
o A W N - O

cor porati on.
§ 1740. Civil renedies.

(a) Authority to bring civil action.--1n the event a gol den
parachute or fringe benefit is established in violation of this
subchapter, any shareholder may, in addition to all other
remedi es available at law or in equity, conmence a civil action
on his own behalf or on the behal f of other sharehol ders, in any
court of conpetent jurisdiction, to prohibit the establishnent
of the gol den parachute or fringe benefit.

(b) Costs.--1f a judgnment requiring the term nation of any
gol den parachute or fringe benefit is entered, the party
bringi ng such action shall recover all costs, including
reasonabl e attorney fees, in connection with enforcenent of this
subchapt er

Section 2. This act shall take effect imediately.
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