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Synopsis as Enacted

Brief Description:  Modifying the share acquisition time period for engaging in a significant
business transaction.

Sponsors:  By Representatives Rodne, Pedersen, Moeller and Lantz.

House Committee on Judiciary
Senate Committee on Judiciary

Background:

Washington's Business Corporation Act contains provisions which place restrictions on the
hostile takeover of Washington corporations and foreign corporations with substantial
economic ties to Washington.

Generally, when a person acquires 10 percent or more of the outstanding voting shares of a
target corporation, the target corporation is prohibited, for a period of five years following the
acquiring person's share acquisition, from engaging in a "significant business transaction" with
the acquiring person unless certain exemptions apply.

The only exemption to the five-year "freeze-out" period is if the board of directors of the
target corporation either approved the significant business transaction before the acquiring
person's share acquisition or approved of the acquiring person's purchase of the shares before
the share acquisition.

"Significant business transaction" includes, for example, a merger of the target company with
the acquiring person, the substantial sale of the target corporation's assets to the acquiring
person, a significant change in the target corporation's employment personnel, and the
liquidation or dissolution of a target corporation proposed by the acquiring person.  "Person"
includes an individual, corporation, or other business entity.

The Corporate Act Revision Committee of the Washington State Bar Association conducted a
year-long study of Washington's anti-takeover law compared to other states' laws.  Other
states, including Delaware, allow a target corporation to engage in a significant business
transaction with the acquiring person before the expiration of the "freeze-out" period if the
majority of the board of directors and a supermajority of the shareholders approve.

Summary:

An exemption is added to Washington's anti-takeover statute.  A corporation may engage in a
significant business transaction with an acquiring person after the person's share acquisition
and notwithstanding the five year "freeze-out" period, if the significant business transaction
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is:  (1) approved by a majority of the board of directors; and (2) authorized, at an annual or
special shareholder meeting, by at least two-thirds of the outstanding voting shares, not
including the acquiring person's voting shares.  The shareholders' authorization may not be by
written consent.

Votes on Final Passage:

House 97 0
Senate 46 0

Effective:  July 22, 2007
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