CERTI FI CATI ON OF ENROLLMENT

SENATE BI LL 5123

Chapter 35, Laws of 2003

58t h Legislature
2003 Regul ar Sessi on

BUSI NESS CORPCRATI ON ACT

EFFECTI VE DATE: 7/27/03

Passed by the Senate March 6, 2003
YEAS 46 NAYS 0

BRAD OVEN

Presi dent of the Senate

Passed by the House April 8, 2003
YEAS 95 NAYS 0

FRANK CHOPP

Speaker of the House of Representatives

Approved April 17, 2003.

GARY LOCKE

CERTI FI CATE

I, M1ton H. Doumi t, Jr.,
Secretary of the Senate of the
State of Washington, do hereby
certify that the attached s
SENATE BILL 5123 as passed by the
Senat e and t he House of
Represent ati ves on t he dat es
hereon set forth.

MLTON H DOUM T JR

Governor of the State of WAshi ngton

Secretary

FI LED
April 17, 2003 - 2:24 p.m

Secretary of State
State of Washi ngton



a b~ W N

10
11
12
13
14
15
16
17
18

SENATE BI LL 5123

Passed Legi sl ature - 2003 Regul ar Sessi on
St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on
By Senators Johnson, Kline and Esser

Read first tinme 01/15/2003. Referred to Conmmittee on Judiciary.

AN ACT Relating to the Washington business corporation act;
anmendi ng RCW  23B. 07. 260, 23B. 10. 020, 23B. 10. 030, 23B. 10. 040,
23B. 11. 030, 23B.12.020, 23B.13.020, and 23B.14.020; adding a new
section to chapter 23B.01 RCW and adding a new section to chapter
23B. 11 RCW

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEWSECTION. Sec. 1. A newsection is added to chapter 23B. 01 RCW
to read as foll ows:

(1) A corporation has provided notice or any other record to
sharehol ders of record who share a comon address if all of the
follow ng requirenents are net:

(a) The corporation delivers the notice or other record to the
common addr ess;

(b) The corporation addresses the notice or other record to the
shar ehol ders who share that address either as a group or to each of the
shar ehol ders individually; and

(c) Each sharehol der consents in a record to delivery of a single
copy of such a notice or other record to the sharehol ders' comon
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address, and the corporation notifies each sharehol der of the duration
of that shareholder's consent, and explains the manner by which the
shar ehol der can revoke the consent.

(2) For purposes of this section, "address" neans a street address,
a post office box nunber, a facsimle telephone nunber, a common
address, location, or system for electronic transm ssions, or another
simlar destination to which records are delivered.

(3) If a sharehol der revokes consent to delivery of a single copy
of any notice or other record to a comopn address, or notifies the
corporation that the sharehol der wi shes to receive an individual copy
of any notice or other record, the corporation shall begin sending
i ndi vidual copies to that shareholder within thirty days after the
corporation receives the revocation of consent or notice.

(4) Prior to the delivery of notice by electronic transm ssion to
a common address, location, or system for electronic transm ssions
under this section, each sharehol der consenting to receive notice under
this section nmust also have consented to the receipt of notices by
el ectronic transm ssion as provided in RCW 23B. 01. 410.

Sec. 2. RCW 23B.07.260 and 1989 c¢ 165 s 74 are each anended to
read as foll ows:

(1) If the articles of incorporation or this title provide for
voting ((by)) on a matter by all shares entitled to vote thereon,
voting together as a single voting group ((er—a—+watter)) and do not
provide for separate voting by any other voting group or groups wth
respect to that matter, action on that matter is taken when voted upon
by that single voting group as provided in RCW 23B. 07. 250.

(2) If the articles of incorporation or this title provide for
voting by two or nore voting groups on a matter, action on that matter
is taken only when voted upon by each of those voting groups ((eeunted

separately)) as provided in RCW 23B. 07. 250. ((Aetion—+my—betaken—by

Sec. 3. RCW 23B.10.020 and 1989 c¢c 165 s 121 are each anended to
read as fol |l ows:
Unless the articles of incorporation provide otherwise, a
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corporation's board of directors may adopt one or nore anendnents to
the corporation's articles of incorporation w thout sharehol der acti on:

(1) If the corporation has only one class of shares outstanding, to
provi de, change, or elimnate any provision with respect to the par
val ue of any class of shares;

(2) To delete the nanmes and addresses of the initial directors;

(3) To delete the nane and address of the initial registered agent
or registered office, if a statenent of change is on file with the
secretary of state;

(4) If the corporation has only one class of shares outstanding,
solely to:

(a) Effect a forward split of, or change the nunber of authorized
shares of that class in proportion to ((effeetuate)) a forward split
of, or stock dividend in, the corporation's ((ewhd)) outstanding

shares((, or solely to do so and to change the nunber of authorized
shares—ar—proportton—thereto)); or

(b) Effect a reverse split of the corporation's outstanding shares
and the nunber of authorized shares of that class in the sane
proportions;

(5) To change the corporate name; or

(6) To nake any ot her change expressly permtted by this title to
be made wi t hout sharehol der acti on.

Sec. 4. RCW 23B.10.030 and 1989 c¢c 165 s 122 are each anmended to
read as foll ows:

(1) A corporation's board of directors may propose one or nore
amendnents to the articles of incorporation for submssion to the
shar ehol der s.

(2) For the amendnent to be adopted:

(a) The board of directors nmust recommend the anendnent to the
shar ehol ders unl ess the board of directors determ nes that because of
conflict of interest or other special circunstances it should nmake no
recommendati on and comruni cates the basis for its determnation to the
sharehol ders with the anendnment; and

(b) The sharehol ders entitled to vote on the anendnment nust approve
t he amendnent as provided in subsection (5) of this section.

(3) The board of directors may condition its subm ssion of the
proposed anendnent on any basis, including the affirmative vote of
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holders of a specified percentage of shares held by any group of
sharehol ders not otherw se entitled under this title or the articles of
incorporation to vote as a separate voting group on the proposed
anmendnent .

(4) The corporation shall notify each sharehol der, whether or not
entitled to vote, of the proposed sharehol ders' neeting in accordance
with RCW 23B.07.050. The notice of neeting nmust also state that the
pur pose, or one of the purposes, of the neeting is to consider the
proposed anendnent and contain or be acconpanied by a copy of the
amendnent .

(5 ((Unless this title, the articles of incorporation, or)) In
addition to any other voting conditions inposed by the board of
di r ect or s( (—aeting—pursuant—to)) under subsection (3) of this section,
( ( regui+re—a—greater—vote—or—avote by veoting—groups,)) the anendnent to
be adopted nust be approved ((by—each—voting—group—entitled—to—vote
thereen)) by two-thirds, or, in the case of a public conpany, a
majority, of the voting group conprising all the votes entitled to be
cast ((by—that—voting—group)) on the proposed anendnent, and of each
other voting group entitled under RCW 23B.10.040 or the articles of
incorporation to vote separately on the proposed anendnent. The
articles of incorporation may require a greater vote than that provided
for inthis subsection. The articles of incorporation of a corporation
ot her than a public conpany may ((previde—fo+r)) require a |esser vote
than that provided for in this subsection, or ((fer)) nay require a
| esser vote by separate voting groups, so long as the required vote

arenrdrent)) is not less than a majority of all the votes entitled to be
cast on the proposed anmendnent ((by—that—veting—greup)) and of each
other wvoting group entitled to vote separately on the proposed
amendnent. Separate voting by additional voting groups is required on
a proposed anendnent under the circunstances described in RCW
23B. 10. 040.

Sec. 5. RCW 23B.10.040 and 1989 c¢c 165 s 123 are each anmended to
read as foll ows:

(1) Except as otherw se required by subsection (3) of this section
or otherwi se permtted by subsection (4) of this section, the holders
of the outstanding shares of a class or series are entitled to vote as
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a separate voting group((;)) on a proposed anendnent if sharehol der
voting is otherwise required by this title((;—enr—aproposedanrendrent))
and if the amendrment woul d:

(a) Increase ((er—deerease)) the aggregate nunber of authorized
shares of the class or series;

(b) Effect an exchange or reclassification of all or part of the
i ssued and outstanding shares of the class or series into shares of
anot her class or series, thereby adversely affecting the holders of the
shares so exchanged or reclassified;

(c) ((Effect an exchange or reclassification, or create the right
of—exchange—of—at-—or—part—of—the-—shares—oel—another—class—into-—shares
of the class;

{¢))) Change the ((designhration)) rights, pr ef er ences, or
limtations of all or part of the issued and outstanding shares of the
class or series, thereby adversely affecting the holders of shares of
the class or series;

((€e))) (d) Change ((the—shares—of)) all or part of the issued and
out standing shares of the class or series into a different nunber of
shares of the sane class or series, thereby adversely affecting the
hol ders of shares of the class or series;

((6H)) (e) Create a new class or series of shares having rights or
preferences with respect to distributions or to dissolution that are,
or upon designation by the board of directors in accordance with RCW
23B.06.020 may be, prior, superior, or substantially equal to the
shares of the class or series;

((€e9)) (f) Increase the rights((;)) or preferences with respect to
distributions or to dissolution, or the nunmber of authorized shares of
any class or series that, after giving effect to the anendnent,
((have)) has rights or preferences with respect to distributions or to
di ssolution that are, or upon designation by the board of directors in
accordance with RCW 23B.06.020 my be, prior, superi or, or
substantially equal to the shares of the class or series;

(())) (g) Limt or deny an existing preenptive right of all or
part of the shares of the class or series; ((er

)) (h) Cancel or otherwise adversely affect rights to
distributions or dividends that have accunmulated but not yet been
declared on all or part of the shares of the class or series; or
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(i) Effect a redenption or cancellation of all or part of the
shares of the class or series in exchange for cash or any other form of
consideration other than shares of the corporation.

(2) If a proposed anendnent would affect only a series of a class
of shares in one or nore of the ways described in subsection (1) of
this section, only the shares of that series are entitled to vote as a
separate voting group on the proposed anendnent. A voting group
entitled to vote separately under this section may never conprise a
group of holders smaller than the holders of a single class or series
authorized and designated as a class or series in the articles of
i hcor poration, unless otherwise provided in the articles of
incorporation or unless the board of directors conditions its
subm ssion of the proposed anendnent on a separate vote by one or nore
smal l er voting groups.

(3) If a proposed anmendnent, that ((entitles)) would otherw se
entitle two or nore classes or series of shares ((wthinr—a—<€lass)) to
vote as separate voting groups under this section, would affect those
two or nore classes or series in the same or a substantially simlar
way, then instead of voting as separate voting groups the shares of al
((the)) simlarly affected classes or series ((wthin—the—elass—se
affeeted—rust)) shall vote together as a single voting group on the
proposed anendnment, unless otherwise provided in the articles of
incorporation or unless the board of directors conditions its
subm ssion of the proposed anendnent on a separate vote by one or nore
cl asses or series.

(4) A class or series of shares is entitled to the voting group
rights granted by this section although the articles of incorporation
((provide—that)) generally describe the shares ((are)) of the class or
series as nonvoting shares. The articles of incorporation nmay,
however, limt or deny the voting group rights granted by subsection
(1)(a), (e), or (f) of this section as to any class or series of issued
or unissued shares, by neans of a provision that nekes explicit
reference to the limtation or denial of voting group rights that would
ot herwi se apply under subsection (1)(a), (e), or (f) of this section.

Sec. 6. RCW 23B.11.030 and 1989 c¢c 165 s 133 are each anended to
read as fol |l ows:
(1) After adopting a plan of nerger or share exchange, the board of
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directors of each corporation party to the nerger, and the board of
directors of the corporation whose shares will be acquired in the share
exchange, shall submt the plan of nerger, except as provided in
subsection (7) of this section, or share exchange for approval by its
shar ehol der s.

(2) For a plan of nmerger or share exchange to be approved:

(a) The board of directors nust recommend the plan of nerger or
share exchange to the shareholders, unless the board of directors
determ nes that because of <conflict of interest or other special
circunstances it should make no recommendation and communicates the
basis for its determnation to the shareholders with the plan; and

(b) The sharehol ders entitled to vote nust approve the pl an, except
as provided in subsection (7) of this section.

(3) The board of directors may condition its subm ssion of the
proposed plan of merger or share exchange on any basis, including the
affirmative vote of holders of a specified percentage of shares held by
any group of shareholders not otherwise entitled under this title or
the articles of incorporation to vote as a separate voting group on the
proposed plan of nerger or share exchange.

(4) The corporation shall notify each sharehol der, whether or not
entitled to vote, of the proposed sharehol ders' neeting in accordance
with RCW 23B. 07.050. The notice nust also state that the purpose, or
one of the purposes, of the neeting is to consider the plan of nerger
or share exchange and nust contain or be acconpanied by a copy or
summary of the plan.

(5 ((YUnless—this—ttHe—the—artieles—el—tneorpoeration—or)) In
addition to any other voting conditions inposed by the board of
di r ect or s( (—aeting—pursuant—to)) under subsection (3) of this section,
( (regure—a—greater—vote—or—a—vote—by—veoting—groups-)) the plan of
merger to be authorized nust be approved by ((each—veting—group
ettt edto—veote separatelyontheplanby)) tw-thirds of the voting
group conprising all the votes entitled to be cast on the plan ((by
that—veting—group)), and of each other voting group entitled under
section 7 of this act or the articles of incorporation to vote
separately on the plan, unless shareholder action is not required under
subsection (7) of this section. The articles of incorporation may
((provide—+or—a)) require a greater or |lesser vote than that provided
in this subsection, or ((fer)) a greater or |esser vote by separate

p. 7 5123. SL
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voting groups, so long as the required vote ((providedtfor—each—voting
group entitled to vote separately on the plan of nerger)) is not |ess

than a majority of all the votes entitled to be cast on the plan of

mer ger ((by—that—vot+nggroeup)) and of each other voting group entitled

to vote separately on the plan. Separate voting by additional voting

groups is required on a plan of nerger ((+H—the—plan—contatns—a

ci rcunst ances described in section 7 of this act.

(6) ((Ynless—this—ttHe—the—artieles—eal—tneorpoeration—or)) In
addition to any other voting conditions inposed by the board of
di rect or s( (—aetinhg—pursuant—te)) under subsection (3) of this section,
( (regure—a—greater—vote—or—a—vote—by—veoting—groups-)) the plan of
share exchange to be authorized nust be approved by ((each—voetinggroup
ettt edto—vete separatelyontheplanby)) tw-thirds of the voting
group conprising all the votes entitled to be cast on the plan ((by
that—veting—group)), and of each other voting group entitled under
section 7 of this act or the articles of incorporation to vote
separately on the plan. The articles of incorporation may ((prevde
fer—a)) require a greater or lesser vote than that provided in this
subsection, or ((fer)) a greater or lesser vote by separate voting

groups, so long as the required vote ((previded+tor—each—votinggroup
eptHHedtovote separatelyonthe planol—shareexchange)) is not [ess

than a majority of all the votes entitled to be cast on the plan of

share exchange ((by—that—veottng—groeup)) and of each other voting group
entitled to vote separately on the plan. Separate voting by additional
voting groups is required on a plan of share exchange ((by—each—-€lass

. . o] nel uded_i I I it hoel .
constituting—a—separate—voeting—egroup)) under the circunstances
described in section 7 of this act.

(7) Action by the shareholders of the surviving corporation on a
plan of nmerger is not required if:

(a) The articles of incorporation of the surviving corporation wll
not differ, except for anmendnents enunerated in RCW 23B.10.020, from
its articles of incorporation before the nerger;

(b) Each sharehol der of the surviving corporation whose shares were
outstanding imredi ately before the effective date of the nerger wll

5123. SL p. 8



© 00 N O Ol WDN P

N NN NNMNMNNNNRRRRERRRPRRRRPR
0o N O O A WNPEFEP O O OO NOOD O MM WDNERO

29
30
31
32
33
34
35
36
37

hold the same nunber of shares, wth identical designations,
preferences, limtations, and relative rights, immedi ately after the
ner ger ;

(c) The nunber of voting shares outstanding imediately after the
merger, plus the nunber of voting shares issuable as a result of the
merger, either by the conversion of securities issued pursuant to the
merger or the exercise of rights and warrants issued pursuant to the
merger, wll not exceed the total nunber of voting shares of the
surviving corporation authorized by its articles of incorporation
i mredi ately before the nerger; and

(d) The nunber of participating shares outstanding imrediately
after the nerger, plus the nunber of participating shares issuable as
a result of the nmerger, either by the conversion of securities issued
pursuant to the nerger or the exercise of rights and warrants issued
pursuant to the nmerger, wll not exceed the total nunber of
participating shares authorized by its articles of incorporation
i mredi ately before the nerger.

(8) As used in subsection (7) of this section:

(a) "Participating shares" neans shares that entitle their hol ders
to participate without Iimtation in distributions.

(b) "Voting shares" neans shares that entitle their holders to vote
unconditionally in elections of directors.

(9) After a nerger or share exchange is authorized, and at any tine
before articles of nerger or share exchange are filed, the planned
nmerger or share exchange may be abandoned, subject to any contract ual
rights, wthout further shareholder action, in accordance with the
procedure set forth in the plan of nerger or share exchange or, if none
is set forth, in the manner determ ned by the board of directors.

NEWSECTION. Sec. 7. A newsection is added to chapter 23B.11 RCW
to read as foll ows:

(1) Except as otherwi se required by subsection (3) of this section
or otherwi se permtted by subsection (4) of this section, the holders
of the outstanding shares of a class or series are entitled to vote as
a separate voting group on a proposed plan of nerger or plan of share
exchange if sharehol der voting is otherwise required by this title and
if, as a result of the proposed plan, holders of part or all of the
cl ass or series would hold or receive:

p. 9 5123. SL
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(a) Shares of any class or series of the surviving or acquiring
corporation, or of any parent corporation of the surviving corporation,
and either (i) that class or series has a greater nunber of authorized
shares than the class or series held by the holders prior to the nerger
or share exchange, or (ii) the proposed plan effects a change in the
nunber of shares held by the holders, or in the rights, preferences, or
l[imtations of the shares they hold, or in the class or series of
shares they hold, and such change adversely affects the hol ders;

(b) Shares of any class or series of the surviving or acquiring
corporation, or of any parent corporation of the surviving corporation,
and the hol ders who hold or receive shares of that class or series are
adversely affected under the proposed plan, as conpared to their
ci rcunstances prior to the proposed nerger or share exchange, by the
creation, existence, nunber of authorized shares, or rights or
preferences with respect to distributions or to dissolution, of another
class or series of shares of the surviving, acquiring, or parent
corporation having rights or preferences with respect to distributions
or to dissolution that are, or upon designation by the surviving,
acquiring, or parent corporation's board of directors nmay be, prior
superior, or substantially equal to the shares of the class or series
held or to be received by the holders in the proposed nerger or share
exchange; or

(c) Cash or any other form of consideration other than shares of
the surviving or acquiring corporation or of any parent corporation of
t he surviving corporation, received upon redenption or cancellation of
all or part of their shares pursuant to the proposed plan of nerger or
share exchange.

(2) If a proposed plan of nerger or share exchange woul d affect
only a series of a class of shares in one or nore of the ways descri bed
in subsection (1) of this section, only the shares of that series are
entitled to vote as a separate voting group on the proposed plan. A
voting group entitled to vote separately under this section may never
conprise a group of holders smaller than the holders of a single class
or series authorized and designated as a class or series in the
articles of incorporation, unless otherwi se provided in the articles of
incorporation or wunless the board of directors conditions its
subm ssion of the proposed plan on a separate vote by one or nore
smal | er voting groups.

5123. SL p. 10
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(3) If a proposed plan of nerger or share exchange, that would
otherwise entitle two or nore classes or series of shares to vote as
separate voting groups under this section, would affect those two or
nore cl asses or series in the sanme or a substantially simlar way, then
instead of voting as separate voting groups, the shares of al
simlarly affected classes or series shall vote together as a single
voting group on the proposed plan of nerger or share exchange, unless
otherwi se provided in the articles of incorporation or unless the board
of directors conditions its submssion of the proposed plan on a
separate vote by one or nore classes or series. Holders of shares of
two or nore classes or series of shares who will, under a proposed
pl an, receive the sane type of consideration in the form of shares of
the surviving or acquiring corporation or of any parent corporation of
t he surviving corporation, cash or other formof consideration, or the
same conbination thereof, but in differing anounts resulting solely
from application of provisions in the corporation's articles of
i ncorporation governing distribution of consideration received in a
merger or share exchange, are affected in the sane or a substantially
simlar way and are not, by reason of receiving the sanme types or
di ffering amounts of consideration, entitled to vote as separate voting
groups on the proposed plan, unless the articles of incorporation
expressly require otherwi se or the board of directors conditions its
subm ssion of the proposed plan on a separate vote by one or nore
cl asses or series.

(4) A class or series of shares is entitled to the voting group
rights granted by this section although the articles of incorporation
generally describe the shares of the class or series as nonvoting
shares. The articles of incorporation my, however, limt or deny the
voting group rights granted by this section as to any class or series
of issued or wunissued shares, by neans of a provision that nakes
explicit reference to the Iimtation or denial of voting group rights
that woul d otherw se apply under this section.

Sec. 8. RCW 23B.12.020 and 1989 c¢c 165 s 139 are each anmended to
read as foll ows:

(1) A corporation may sell, |ease, exchange, or otherw se dispose
of all, or substantially all, of its property, otherwise than in the
usual and regul ar course of business, on the terns and conditions and

p. 11 5123. SL
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for the consideration determned by the corporation's board of
directors, if the board of directors proposes and its sharehol ders
approve the proposed transacti on.

(2) For a transaction to be authorized:

(a) The board of directors must recommend the proposed transaction
to the shareholders unless the board of directors determ nes that
because of conflict of interest or other special circunstances it
should make no recommendation and communicates the basis for its
determ nation to the shareholders with the subm ssion of the proposed
transaction; and

(b) The sharehol ders entitled to vote nust approve the transacti on.

(3) The board of directors may condition its subm ssion of the
proposed transaction on any basis, including the affirmtive vote of
holders of a specified percentage of shares held by any group of
sharehol ders not otherw se entitled under this title or the articles of
incorporation to vote as a separate voting group on the proposed
transacti on.

(4) The corporation shall notify each sharehol der, whether or not
entitled to vote, of the proposed sharehol ders' neeting in accordance
with RCW 23B. 07.050. The notice nust also state that the purpose, or
one of the purposes, of the neeting is to consider the sale, |ease,
exchange, or other disposition of all, or substantially all, the
property of the corporation and contain or be acconpanied by a
description of the transaction.

(5 ((Ynaless—the-artieles—ofi+necorporation—eo+)) In addition to any
other voting conditions inposed by the board of directors((—aecting
purstant—te)) under subsection (3) of this section, ((reguire—agreater
vote—or—a—veote—by—veting—groups,)) the transaction to be authorized

must be approved by two-thirds of the voting group conprising all the
votes entitled to be cast on the transaction, and of each other voting
group entitled under the articles of incorporation to vote separately
on the transaction. The articles of incorporation may ((prevde—+for
a)) require a greater or lesser vote than ((t+hat)) provided ((fe+)) in
this subsection, or ((¥#er)) a greater or |lesser vote by any separate
voting groups provided for in the articles of incorporation, so |long as
the required vote ((provided—+tor—each—voting—group—entitliedto—vote
separately—onthe transaction)) is not less than a majority of all the
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votes entitled to be cast on the transaction ((bythat—vetinrg—group))

and of each other voting group entitled to vote separately on the
transacti on.

(6) After a sale, |ease, exchange, or other disposition of property
is authorized, the transaction my be abandoned, subject to any
contractual rights, wthout further shareholder action, in a nanner
determi ned by the board of directors.

(7) A transaction that constitutes a distribution is governed by
RCW 23B. 06. 400 and not by this section.

Sec. 9. RCW 23B.13.020 and 1991 c¢ 269 s 37 are each anended to
read as foll ows:

(1) A shareholder is entitled to dissent from and obtain paynent
of the fair value of the shareholder's shares in the event of, any of
the foll ow ng corporate actions:

(a) Consunmmation of a plan of nmerger to which the corporation is a
party (i) if sharehol der approval is required for the nerger by RCW
23B.11. 030, 23B.11.080, or the articles of incorporation, and the
shareholder is entitled to vote on the nerger, or (ii) if the
corporation is a subsidiary that is nmerged with its parent under RCW
23B. 11. 040;

(b) Consummation of a plan of share exchange to which the

corporation is a party as the corporation whose shares wll be
acquired, if the shareholder is entitled to vote on the plan;

(c) Consummation of a sale or exchange of all, or substantially
all, of the property of the corporation other than in the usual and
regul ar course of business, if the shareholder is entitled to vote on
the sale or exchange, including a sale in dissolution, but not

i ncluding a sale pursuant to court order or a sale for cash pursuant to
a plan by which all or substantially all of the net proceeds of the
sale will be distributed to the shareholders within one year after the
date of sale;

(d) An anendnment of the articles of incorporation ((that—+eaterialby

- a N a a\VVaVa¥a N aV¥a' a a

uhrder—ROA23B-06-040)), whether or not the shareholder was entitled to
vote on the anendnent, if the anendnent effects a redenption or
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cancellation of all of the shareholder's shares in exchange for cash or
ot her consideration other than shares of the corporation; or

(e) Any corporate action taken pursuant to a sharehol der vote to
the extent the articles of incorporation, bylaws, or a resolution of
the board of directors provides that voting or nonvoting sharehol ders
are entitled to dissent and obtain paynent for their shares.

(2) A shareholder entitled to dissent and obtain paynent for the
shar ehol der's shares under this chapter may not chal |l enge the corporate
action creating the shareholder's entitlenent unless the action fails
to conply with the procedural requirenments inposed by this title, RCW
25.10.900 through 25.10.955, the articles of incorporation, or the
bylaws, or is fraudulent with respect to the shareholder or the
cor porati on.

(3) The right of a dissenting sharehol der to obtain paynent of the
fair value of the shareholder's shares shall termnate upon the
occurrence of any one of the follow ng events:

(a) The proposed corporate action is abandoned or resci nded;

(b) A court having jurisdiction permanently enjoins or sets aside
the corporate action; or

(c) The shareholder's demand for paynent is withdrawmm with the
written consent of the corporation.

Sec. 10. RCW 23B. 14.020 and 1989 c¢ 165 s 155 are each anended to
read as foll ows:

(1) A corporation's board of directors may propose dissolution for
subm ssion to the sharehol ders.

(2) For a proposal to dissolve to be adopted:

(a) The board of directors nust reconmend dissolution to the
sharehol ders unl ess the board of directors determ nes that because of
conflict of interest or other special circunstances it should make no
recommendati on and comruni cates the basis for its determnation to the
shar ehol ders; and

(b) The sharehol ders entitled to vote nust approve the proposal to
di ssol ve as provided in subsection (5) of this section.

(3) The board of directors may condition its subm ssion of the
proposal for dissolution on any basis, including the affirmative vote
of holders of a specified percentage of shares held by any group of
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sharehol ders not otherw se entitled under this title or the articles of
incorporation to vote as a separate voting group on the proposed
di ssol uti on.

(4) The corporation shall notify each sharehol der, whether or not
entitled to vote, of the proposed sharehol ders' neeting in accordance
with RCW 23B. 07.050. The notice nmust also state that the purpose, or
one of the purposes, of the neeting is to consider dissolving the
cor porati on.

(5 ((Ynalessthe-artieles—ofi+necorporation—eo+)) In addition to any
other voting conditions inposed by the board of directors((—aecting
purstvant—te)) under subsection (3) of this section, ((reguire—agreater
vote—er—a—vote by —vetinrg—groupsy)) the proposal to dissolve nust be

approved by two-thirds of the voting group conprising all the votes
entitled to be cast on ((+hat)) the proposal ((+r—erder—to—be
adopted)), and of each other voting group entitled under the articles
of incorporation to vote separately on the proposal. The articles of
i ncorporation may ((previde—+for—a)) require a greater or |esser vote
than ((that)) provided ((fer)) in this subsection, or ((fe+)) a greater
or lesser vote by any separate voting groups provided for in the

articles of incorporation, so long as the required vote ((provided+or

C O v/ y C O

disselve)) is not less than a magjority of all the votes entitled to be
cast on the proposal ((by—that—veting—greup)) and of each other voting

group entitled to vote separately on the proposal.

Passed by the Senate March 6, 2003.

Passed by the House April 8, 2003.

Approved by the Governor April 17, 2003.

Filed in Ofice of Secretary of State April 17, 2003.
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