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Corporate and Maritime Administrator for the
Republic of the Marshall Islands

IRI PUBLISHES NEW 2000 EDITION OF THE
ASSOCTATIONS LAW OF THE REPUBLIC OF
THE MARSHALL ISLANDS

April 24,2000 MARSHALL ISLANDS NEWS BULLETIN NO. 6

We are pleased to announce the publishing of a new edition of the Associations Law which
| has combined the Business Corporations Act, Partnership Act, Limited Partnership Act,
| Unincorporated Associations and the Limited Liability Company Act into one volume. The

000 edition also includes all amendments pertaining to these Acts covering the period 199

E t0 2000,

By way of background, the Marshall Islands corporate law is one of the most modern in the

! world. Although based on U.S. corporate law, the Marshall Islands law contains unique

provisions enabling the use of British-style corporate management. In addition, there are no

| requirements to have corporate documentation authenticated by a consular official.

The Marshall Islands is a zero tax jurisdiction and statutorily exempts non-resident domesti
| corporations from taxation on their income and assets. Corporate redomiciliation, which is
i still free of charge, is permitted into the jurisdiction. The non-resident corporate program

Pay Corp Fees On-Line offers many unique advantages for the investor, shipowner and international business perso:

| In 1994, the Marshall Islands enacted a Limited Liability Company (LLC) Act which was
i modeled after the Delaware LLC law in the United States. LLCs formed under the Act

Vessel Registration and
| excellent vehicle for transactions requiring a considerable degree of passive investment suc.

provide a cost efficient way to maximize profits while minimizing liability and are an

e venture capital projects
e investments in real estate, oil or technology
o research and development businesses

We have also published a new edition of the model form book entitled “Incorporatir
Guide for the Professional” which corresponds to the 2000 edition of the Associatio
Law.

Please note that the Marshall Islands Trust Act of 1994 remains in a separate
publication.

To request a copy of the Associations Law, Incorporating Guide for the Professiona
the Trust Act or any other information regarding the corporate program of the
Republic of the Marshall Islands, please contact any IRI Office.

IRI Reston Office Email: info@register-iri.com
IRI Worldwide Offices: List of IRI Offices

IRI Webmaster Email: webmaster@register-iri.com

11/03/02
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ASSOCITATIONS LAW OF THE REPUBLIC
OF THE MARSHALL ISLANDS
1990
ARRANGEMENT OF SECTIONS
PART I - Business Corporations Act
CHAPTER 1 - General Provisions

Short title
~ Definitions
- Application of Business Corporation Act
Registrars of Corporations; Establishment and Duties
Form of instruments; filing
Certificates or certified copies as evidence
Approval of corporation charters
Fees on filing articles of incorporation and other documents
Annual registration fee.
Waiver of notice
Notice to shareholders of bearer shares
-- Exemptions for non-resident entities
- Construction; adoption of United States corporation law.

CHAPTER 2 - Corporate purposes and powers

- Purposes
General powers
= Quarantee authorized by shareholders
Defense of ultra vires
Effect of incorporation; corporation as proper party to action
Liability of directors, officers and shareholders

CHAPTER 3 - Service of process; registered agent

Registered agent f or service of process

Attorney-General as agent for service of process

Service of process on foreign entity not authorized to do business
Records and certificates of Attorney-General

Limitation on effect of chapter

CHAPTER 4 - Formation of Corporations; Corporate Names

Incorporators

Corporate name

Index of names of corporations
Contents of articles of incorporation
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Powers and rights of bondholders

Execution and filing of articles of incorporation
Effect of filing articles of incorporation
organization meeting '

By laws .

Emergency by laws and other powers in emergency

CHAPTER 5 - Corporate Finance

Classes and series of shares

Restrictions on transfer of shares

Subscriptions for shares

Consideration for shares

Payment for shares

Compensation for formation, reorganization and financing
Determination of stated capital

Form and content of certificates

Dividends in cash, stock, or other property

Share dividends

Purchase or redemption by corporation of its own shares
Reacquired shares

Reduction of stated capital by action of the board

CHAPTER 6 - Directors And Management

Management of business of corporation
Qualifications of directors

Number of directors

Election and term of directors
Classification of directors

Newly created directorships and vacancies
Removal of directors

Quorum: action by the board

Meetings of the board

Executive and other committees

Director conflicts of interest

Loans to directors

Indemnification of directors and officers
Standard of care to be observed by directors and officers
Officers

Removal of officers

CHAPTER 7 - Shareholders

Meetings of shareholders

Notice of meetings of shareholders
Waiver of notice

Action by shareholders without a meeting
Fixing record date
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Proxies

Quorum of shareholders

Vote of shareholders required

Greater requirements as to quorum and vote of shareholders
List of shareholders at meetings
Qualification of voters

Voting trusts

Agreements among shareholders as to voting
Conduct of shareholders' meetings
Preemptive rights

Shareholders, derivative actions

CHAPTER 8 - Corporate Records And Reports

Requirement for keeping books of account, minutes and records of shareholders
Shareholders' right to inspect books and records

Directors' right of inspection

List of directors and officers

Enforcement of right of inspection

Annual report

CHAPTER 9 - Amendments of Articles of Incorporation

Right to amend articles of incorporation
Reduction of stated capital by amendment
Procedure for amendment

Class voting on amendments

Articles of amendment

Effectiveness of amendment

Right of dissenting shareholders to payment
Restated articles of incorporation

CHAPTER 10 - Merger or Consolidation

Definitions

Merger or consolidation of domestic corporations. .

Merger of subsidiary corporations

Effect of merger or consolidation

Merger or consolidation of domestic and foreign corporations

Sale, lease, exchange or other disposition of assets

Right of dissenting shareholder to receive payment for shares
Procedure to enforce shareholder’s right to receive payment for shares

CHAPTER 11 - Dissolution

Manner of effecting dissolution
Judicial dissolution

Dissolution on failure to pay annual registration fee or appoint or maintain registered

agent



4. - winding up affairs of corporation after dissolution
Settlement of claims against corporation

hd

CHAPTER 12 - Foreign Entities

Authorization of foreign entities
— Application to existing authorized foreign entities
Application for authority to do business
Amendment of authority to do business
Termination of authority of foreign entity
Revocation of authority to do business
Rights and liabilities of unauthorized foreign entity doing business
Actions or special proceedings against foreign entities
Record of shareholders
Liability of foreign corporations for failure to disclose information
Applicability to foreign corporations of other provisions
Fees
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CHAPTER 13 - Foreign Maritime Entities

—
.

Method of registration

Powers granted on registration

Subsequent change of business address or address of lawful fiduciary or legal
representative; amendment of document upon which existence is based
Revocation of registration

Fees

Termination of authority of foreign maritime entity.

Actions or special proceedings against foreign maritime entities
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CHAPTER 14 - Transfer of domicile into and out of The Republic

~  Definitions
Domestication of foreign corporations
Transfer of domicile of domestic corporation to foreign jurisdiction
Fees

BN

Index to Business Corporations Act

PARTII - Partnerships
CHAPTER 20 - Partnerships

Short Title

General definitions

Interpretation of knowledge and notice

Rules of construction

Rules for cases not provided for in this chapter
Partnership defined

S
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49.

Rules for determining the existence of a partnership
Partnership Property

Partner Agent of Partnership as to partnership business
Conveyance of real property of the partnership
Partnership bound by admission of partner
Partnership charged with knowledge of or notice to partner
Partnership bound by partner's wrongful act
Partnership bound by partner's breach of trust
Actions by and against the partnership

Service upon partnership

Liability of partners and partnership

Partner by estoppel

Liability of incoming partner

Rules determining rights and duties of partners.
Partnership books

Duty of partners to render information

Partner accountable as a fiduciary

Right to an account.

Continuation of partnership beyond fixed term.
Extent of property rights of a partner

Specific property

Nature of partner's interest in the partnership.
Assignment of partner's interest

Partner's interest subject to an order of a court
Dissolution defined

Partnership not terminated by dissolution

Causes of dissolution

Dissolution by decree of court

General effect of dissolution on authority of partner

Right of partner to contribution from copartners after dissolution
Power of partner to bind partnership to third persons after dissolution.

Effect of dissolution on partner’s existing liability
Right to wind up
Rights of partners to application of partnership property

Rights where partnership is dissolved for fraud or misrepresentation.

Rules for distribution
Liability in certain cases of persons continuing the business

Rights of retiring or estate of deceased partner when business continued

Accrual of actions

Continuance of partnership business during action for accounting

Payment of wages by receivers
When partnership name may be continued
Formation of partnership
Index to Partnership Act
CHAPTER 21 - Limited Partnerships

Limited partnership defined



{

PRI LN

Formation.

Business which may be carried on:

Character of limited partner's contributions
Name of limited partnership

Liability for false statement in certificate
Limited partner not liable to creditors

Admission of additional limited partners

Rights, powers and liabilities of a general partner
Rights of a limited partner

Status of person erroneously believing himself to be a limited partner

One person both general and limited partner

Loans and other business transactions with limited partner
Relation of limited partners inter se

Compensation of limited partner

Withdrawal or reduction of limited partner's contribution
Liability of limited partner to partnership

Nature of interest in partnership

Assignment of interest

Dissolution of partnership

Death of a limited partner

Right of creditors of limited partner

Distribution of assets

Certificate canceled or amended

Requirement for amendment or cancellation

Parties to action

Short title

Rules of construction

Rules for cases not covered

Existing limited partnerships

Index to Limited Partnerships
PART III - Other Forms of Associations
CHAPTER 30 - Unincorporated Associations

Definition

The certificate ,.W

Time of formation

Dissolution

Power to hold and convey real property

Actions by and against the unincorporated association
Liability of members of unincorporated association
Judgment against unincorporated association. .

— Amount of personal liability of individual members

PART I - Business Corporation Act



§ 209.
§ 210.
§211.
§212.
§ 213.
§214.
§ 215.
§ 216.
§217.

DIVISION 4-RESERVED

DIVISION 5-RESERVED

PART III - OTHER FORMS OF ASSOCIATIONS

DIVISION 1 - UNINCORPORATED ASSOCIATIONS

Definition.

The certificate.

Time of formation.

Dissolution.

Power to hold and convey real property.

Actions by and against the unincorporated association.
Liability of members of unincorporated association.
Judgment against unincorporated association.
Amount of personal liability of individual members.

§ 209. Definition.

An unincorporated association is a body of individuals acting together for the prosecution of
a common enterprise without a corporate charter, but expressed in its bylaws regulating its
conduct, expressing its purpose and governing the relations of its members among themselves
and to it, in the absence of statute.

§ 210. The certificate.

Every unincorporated association after its organization shall:

(@) execute a certificate, signed and sworn to by its president and treasurer,
stating:

@) the name of such unincorporated association;

(i)  the date of its organization;

(iii)  the number of its members;

(iv)  the names and places of residence of its officers; and

W) a description of the purpose of its organization.
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(b) file the certificate in the office of the appropriate Registrar or Deputy
Registrar of Corporations referred to in section 4 of the Business
Corporations Act.

(c) upon filing the certificate as provided in this section, cause a copy ‘
thereof, or a notice containing the substance thereof, to be published
once in a newspaper of general circulation in the Republic.

) upon completion of such publication in a newspaper, or by placarding,
an affidavit of compliance shall be filed at the place where the
certificate was filed, signed and sworn to by the president or treasurer
of the unincorporated association.

§ 211. Time of formation.

After organization of an unincorporated association, and upon substantial compliance in good
faith with the requirements of section 210 of this Act, an unincorporated association will have
been formed.

§ 212. Dissolution.

An unincorporated association shall not be dissolved except in pursuance of its bylaws, or by
consent of its members, or by judgment of a court for fraud in its management or operation,
or for good cause shown, provided the rights of creditors shall not be terminated by such
dissolution. Unless otherwise provided for by the bylaws, the net surplus shall be divided
equally among the members.

§ 213. Power to hold and convey real property.

An unincorporated association may, in its own name, purchase, take, hold, convey and
mortgage such real property as is necessary for its accommodation for the convenient
transaction of its business as stated in its bylaws.

§ 214. Actions by and against the unincorporated association.

An unincorporated association shall sue and be sued in its common name, and personal
service upon such unincorporated association shall be effected in accordance with applicable
law.

§ 215. Liability of members of unincorporated association.
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The members of an unincorporated association shall each personally be liable as provided for
in section 217 of this Act for the satisfaction of judgments obtained against the
unincorporated association, unless it is not engaged in the pursuit of business for profit. In
such latter eventuality, the individual members of an unincorporated association not engaged
in business for profit shall only be personally liable when:

(a) the judgment obtained against the unincorporated association arose
from a tortious act or occurrence;

(b) the judgment obtained against the unincorporated association
otherwise arose, and the individual member sought to be charged either
authorized or ratified the course of conduct from which the judgment
arose.

§ 216. Judgment against unincorporated association.

Judgments obtained against an unincorporated association shall first be satisfied out of the
assets of the unincorporated association.

§ 217. Amount of personal liability of individual members.

In the event a judgment obtained against an unincorporated association is returned wholly or
partly unsatisfied, and the provisions of section 215 of this Act hereof are applicable, the
judgment creditor may thereafter proceed, upon provision therefor made in the writ of
execution, against the individual members liable under section 215 of this Act who shall be
personally liable pro rata therefor according to the proportion a member bears to the total
membership of the unincorporated association.

DIVISION 2 - RESERVED

DIVISION 3 - RESERVED

DIVISION 4 - RESERVED

DIVISION 5 - RESERVED

PART IV — LIMITED LIABILITY COMPANY ACT
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