
SENATE BILL 22-045 

BY SENATOR(S) Lee, Fenberg, Gonzales, Moreno, Pettersen, Rodriguez; 
also REPRESENTATIVE(S) Bird, Bacon, Cutter, Gray, Jodeh, Lindsay, 
Lontine, Snyder. 

CONCERNING MODIFICATIONS TO THE LAWS GOVERNING PUBLIC BENEFIT 

CORPORATIONS. 

Be it enacted by the General Assembly of the State of Colorado: 

SECTION 1. In Colorado Revised Statutes, amend 7-101-504 as 
follows: 

7-101-504. Nonprofit corporations. (1) Notwithstanding any other 
provisions-of-this-part-5-other-than-subst-ction ( ) of this section, 

approval of o- s of c outstanding shares of each class of slrai~s of
the-corporation-erf-whicir there-are-ontstanding-siraresTwhether-verting-or 
holly kiting. 

fa)—Amend-its- artieles-erf-inc-orporation-to-incittd-e-a--prorision 
antherized-brsection 

Capital letters or bold & italic numbers indicate new material added to existing law; dashes 
through words or numbers indicate deletions from existing law and such material is not part of 
the act. 



(b) Convert into a domestic oi foreign public bcncfit corporation oi 
similar cntity; or 

sh-arts-in-strelrearporation-won-fd-breomeor-lye-eonverted-into-or 

ign public bcncfitcp • *mi ar entity. 

k-2--)—The-restrictions-af-this-sectiorr do-nett---apply-b-efore-the 
. 

P has iccov payincn for any of its capital stock. In the cast., of 
Id 

is-subieet-to-the-aeoforado-lattsiness-eorporatiorrAetur articles-Hi-to-1+7 
crf-this-titie- arraction-cleserthed-iir sulneetioir etor-(4)-rff-this-seetion 
must-lye approved-brverte-or consent-of theirolders-of-everrthass--orseries 
of- equity-interest-iirthe-entity-that-are-entitied-to-vote-on-the-aetion-br at 
feast-two-thirds-of the-vot-Ls or conscnts thatall of losc holdcrs arc cntitled 
to-east-orr theacttuic 

(-3--)—A- sharehal-der-of-a-eorporation-that-is-not-a-publie-trenefit 
corporatiorris-entitied-to-exereise-the-right-to-seek-apprainfrights-pursuant 
to-artiefe-1-1-3-ofthis-titfe÷ifthe-shareholder 

eruler conscntca in writing pursuant o scc ion - /-

,

 

(b)-H-olds-shares-of the-eorporatiorrirrm-rediatelrbefore-the-effeetive 
timc of:. 

i amcndrncnt to the corporation's articics of incorpoi 

01--)-- A—conversion- into- a- domestie-or-foreign-publie-benefit 
poration or similar cntity; oi 

(III) A mcrgcr that would result in thc convcrsion of thc 

right- t-o-reeeive-shares-or-other-equitrinterests-in-er domestie-or-foreign 
public bencfit corporation or similar cntity 
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(4) Notwithstanding any other provision of this part 5, a corporation 

that- is- a- Public- benefit- corPoratiorshafFnutr'ivithout-the---aPproval- of 
two-third-s-of-the-ottts-tand-ing-shares-of-each-elass-of-shares-of-the 
corporation of which t 1 lc arc outstanding shares, whether voting or 
nonvoting: 

(a)—Am-end-its-artieles-of-ineorporation-to-d-elete-or-amerrd-a 
provision-autrerizcd by section 7-101-503 (1)(a), 

onv rt into another om stic or foreign entity that is not a 
public benefitcorporation ni. i entity; 

fej-Merge-witir orinter anotherentity-ifras-a-resttitof the-n-rergerTthe 
shares-fir the-public-beneftt-corporation-would-hecorneThe-converted-into; 
or be exchanged for the right to receive. 

(1-1)--Shares-or-other-equitrinterests-in-Er-dornestic--or-foreign 
corporation that is public c corporation • • entity; or 

(-111)--Shares-orother eqtritrinterestsirra-clomestic-orforeigrrptthfie 
henefit-e-orporatiorr or simifar entitrthe-artithes-of ineorporatiorr or simifar 
governing-instrttment-of-whielr d-o-not-oontain-the-identi-eah)rovisions 
identifying the public benefit p (1); or 

(d)-S-c-1-171-eas-eTexehangeTor otherwise-dispose-of ailTor-sttbstantially 
alir of-the-propertr of-the-ptthlibeneftt-eorporatiorrirr a-trans-actiorr for 
whielr rr shareholder vote-is-required-underseetion- 7- 1-1-2-1-02-€1* 

(5) A nonprofit corporation cannot be a constituent entity in 
connection with a ANY merger WITH or conversion g thisy  1 

INTO A PUBLIC BENEFIT CORPORATION. 

SECTION 2. In Colorado Revised Statutes, 7-101-506, amend (3) 
as follows: 

7-101-506. Duties of directors. (3) The-artiefes-ofineorporatiorr of 
a--publie-benefit-corporation--rnarinetttd-e-a-provisiorr that-tr disinterested 
director's failure to satisfy this section dots not FOR THE PURPOSES OF THIS 

PAGE 3-SENATE BILL 22-045 



SECTION, A DIRECTOR'S OWNERSHIP OF OR OTHER INTEREST IN THE STOCK OF 
A PUBLIC BENEFIT CORPORATION DOES NOT, ALONE, CREATE A CONFLICT OF 
INTEREST ON THE PART OF THE DIRECTOR WITH RESPECT TO THE DIRECTOR'S 
DECISION IMPLICATING THE BALANCING REQUIREMENT IN SUBSECTION ( 1) OF 
THIS SECTION, EXCEPT TO THE EXTENT THAT THE OWNERSHIP OR INTEREST 
WOULD CREATE A CONFLICT OF INTEREST IF THE CORPORATION WAS NOT A 
PUBLIC BENEFIT CORPORATION. IN THE ABSENCE OF A CONFLICT OF INTEREST, 
A FAILURE TO SATISFY THE BALANCING REQUIREMENT SPECIFIED IN 
SUBSECTION (1) OF THIS SECTION DOES NOT, for the purposes of section 
7-108-401 or 7-108-403 or article 109 of this title 7, constitute an act or 
omission THAT IS not in good faith or a breach of the duty of loyalty. 

SECTION 3. In Colorado Revised Statutes, amend 7-101-508 as 
follows: 

7-101-508. Actions to enforce requirements of section 7-101-506 
(1). (1) Sharcholdcrs of a public bencfit corporation may maintain a 
derivativc lawsuit ANY ACTION to enforce the requirements of section 
7-101-506 (1), if the sharcholdcrs INCLUDING ANY INDIVIDUAL, DERIVATIVE, 
OR OTHER TYPE OF ACTION, MAY NOT BE BROUGHT UNLESS THE PARTIES 
BRINGING THE ACTION own, individually or collectively, as of the date of 
instituting a-derivative-suit THE ACTION, either: 

(a) At least two percent of the corporation's outstanding shares; or 

(b) In the case of a corporation with shares listed on a national 
securities exchange. the lesser of 

(I) Two percent of the corporation's outstanding shares; or 

(II) Shares OF THE CORPORATION WITH A MARKET VALUE of at least 
two million dollars. in mar - t va u . 

(2) THIS SECTION DOES NOT RELIEVE THE PARTIES BRINGING AN 
ACTION DESCRIBED IN SUBSECTION (1) OF THIS SECTION FROM COMPLYING 
WITH OTHER CONDITIONS APPLICABLE TO A DERIVATIVE ACTION, INCLUDING 
ANY RULES OF THE COURT IN WHICH THE ACTION IS FILED. 

SECTION 4. In Colorado Revised Statutes, amend 7-101-509 as 
follows: 
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7-101-509. No effect on other corporations. (1) Lxccpt as . • . 
p o u t 

ta-) The existence of a provision of this part 5 does not of itself 
create an implication that a contrary or different rule of law is or would be 
applicable to a corporation or other entity that is not a public benefit 
corporation. 

(1) (2) EXCEPT AS PROVIDED IN SECTION 7-101-504, this part 5 does 
not affect a statute or rule of law that applies to a corporation that is not a 
public benefit corporation. 

SECTION 5. Act subject to petition - effective date. This act 
takes effect at 12:01 a.m. on the day following the expiration of the 
ninety-day period after final adjournment of the general assembly; except 
that, if a referendum petition is filed pursuant to section 1 (3) of article V 
of the state constitution against this act or an item, section, or part of this act 
within such period, then the act, item, section, or part will not take effect 
unless approved by the people at the general election to be held in 
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November 2022 and, in such case, will take effect on the date of the official 
declarations the vote thereon by the governor. 
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S e en erg Alec Garnett 
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