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SUBSTI TUTE SENATE BI LL 5100

Passed Legislature - 1997 Regul ar Session
St ate of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on

By Senate Commttee on Law & Justice (originally sponsored by Senators
ke and Stranni gan)

Read first tine 02/06/97.

AN ACT Rel ating to professional service corporations; and anmendi ng
RCW 18. 100. 030, 18.100.090, 18.100.095, 18.100.110, and 18.100. 116.

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

Sec. 1. RCW18.100.030 and 1983 ¢ 51 s 2 are each anended to read
as follows:

As used in this chapter the foll ow ng words shall have the neani ng
i ndi cat ed:

(1) The term "professional service" neans any type of persona
service to the public which requires as a condition precedent to the
rendering of such service the obtaining of a license or other |ega
aut hori zation and which prior to the passage of this chapter and by
reason of |law could not be performed by a corporation, including, but
not by way of limtation, certified public accountants, chiropractors,
denti sts, osteopaths, physicians, ((pediatrt+sts)) podiatric physicians
and surgeons, chiropodists, architects, veterinarians and attorneys at

I aw.

(2) The term "professional corporation” neans a corporation which
is organized wunder this chapter for the purpose of rendering
pr of essi onal servi ce.

p. 1 SSB 5100. SL



© 00 N O Ol WDN P

W WWWWNNNNMNNNMNNMNNNRERRRERERRERLEREPRPR
D WONRPOOOOMNOUODNWNEROOOOWNOOOUNAWNIERO

35
36
37
38

(3) The term"ineligible person"” neans any i ndivi dual, corporation,
partnership, fiduciary, trust, association, governnent agency, or ot her
entity which for any reason i s or becones ineligible under this chapter
to own shares issued by a professional corporation. The termincludes

a charitable remainder unitrust or charitable remainder annuity trust
that is or becones an ineligible person for failure to conply with
subsection (5)(b) of this section.

(4) The term "eligible person" neans an individual, corporation,
partnership, fiduciary, qualified trust, association, governnment
agency, or other entity, that is eligible under this chapter to own
shares issued by a professional corporation.

(5) The term"qualified trust" neans one of the foll ow ng:

(a) A voting trust established under RCW 23B.07.300, if the
beneficial owner of any shares on deposit and the trustee of the voting
trust are qualified persons;

(b) Acharitable remainder unitrust as defined in section 664(d) (1)
of the internal revenue code or a charitable renai nder annuity trust as
defined in section 664(d)(2) or 664(d)(3) of the internal revenue code
if the trust conplies with each of the follow ng conditions:

(i) Has one or nore beneficiaries currently entitled to incone,
unitrust, or annuity paynents, all of whom are eligible persons or
spouses of eligible persons;

(ii) Has a trustee who is an eligible person and has exclusive
authority over the share of the professional corporation while the
shares are held in the trust, except that a cotrustee who is not an
eligible person nmay be given authority over decisions relating to the
sale of shares by the trust;

(iii) Has one or nore designated charitable renmaindernen, all of
which nust at all tinmes be domiciled or maintain a |ocal chapter in
Washi ngton state; and

(iv) Wen distributing any assets during the termof the trust to
charitabl e organi zations, the distributions are nade only to charitable
organi zati ons described in section 170(c) of the internal revenue code
that are domciled or maintain a local chapter in Washington state.

Sec. 2. RCW18.100.090 and 1983 ¢ 51 s 4 are each anended to read
as follows:

Except as otherwi se provided in RCW 18.100.118, no professiona
corporation organi zed under the provisions of this chapter may issue

SSB 5100. SL p. 2
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any of its capital stock to anyone other than the trustee of a
qualified trust or an individual who is duly licensed or otherw se
legally authorized to render the sanme specific professional services
within this state as those for which the corporation was incorporated.

Sec. 3. RCW18.100.095 and 1983 ¢ 51 s 12 are each anended to read
as follows:

Except for qualified trusts, a proxy, voting trust, or other voting
agreenent wth respect to shares of a professional corporation shal
not be valid unless all holders thereof, all trustees and beneficiaries
thereof, or all parties thereto, as the case may be, are eligible to be
shar ehol ders of the corporation.

Sec. 4. RCW18.100.110 and 1983 ¢ 51 s 5 are each anended to read
as follows:

No shareholder of a corporation organized as a professional
corporation may sell or transfer his or her shares in such corporation
except to the trustee of a qualified trust or another individual who is
eligible to be a shareholder of such corporation. Any transfer of
shares in violation of this section shall be void. However, nothing in
this section prohibits the transfer of shares of a professional
corporation by operation of |aw or court decree.

Sec. 5. RCW18.100.116 and 1991 ¢ 72 s 4 are each anended to read
as follows:

(1) 1f

(a) (i) A sharehol der of a professional corporation dies((—e+¥)) .

(ii) A shareholder of a professional corporation becones an
i neligible person;

(iii) Shares of a professional corporation are transferred by
operation of |aw or court decree to an ineligible person((;—anrd—++)) .

or

(iv) A charitable remminder unitrust or charitable reminder
annuity trust that holds shares of a professional corporation becones

an ineligible person; and

(b) The shares held by the deceased shareholder or by such
ineligible person are less than all of the outstanding shares of the
corporation((+)), then

p. 3 SSB 5100. SL
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((£2r)) the shares held by the deceased shareholder or by the
i neligible person may be transferred to remai ni ng sharehol ders of the
corporation or nmay be redeened by the corporation pursuant to terns
stated in the articles of incorporation or by | aws of the corporation,
or in a private agreenent. In the absence of any such terns, such
shares may be transferred to any individual eligible to be a
shar ehol der of the corporation.

(2) If such a redenption or transfer of the shares held by a
deceased sharehol der or an ineligible person is not conpleted within
twelve nonths after the death of the deceased shareholder or the
transfer, as the case may be, such shares shall be deened to be shares
with respect to which the holder has elected to exercise the right of
di ssent described in chapter 23B. 13 RCWand has nade witten demand on
the corporation for paynment of the fair value of such shares. The
corporation shall forthwith cancel the shares on its books and the

deceased shareholder or ineligible person shall have no further
interest in the corporation other than the right to paynent for the
shares as is provided in RCW 23B.13.250. For purposes of the

application of RCW23B. 13. 250, the date of the corporate action and t he
date of the shareholder’s witten demand shall be deened to be one day
after the date on which the twelve-nonth period fromthe death of the
deceased sharehol der, or fromthe transfer, expires.

Passed the Senate February 14, 1997.

Passed the House April 8, 1997.

Approved by the Governor April 15, 1997.

Filed in OOfice of Secretary of State April 15, 1997.
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