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23B.01.010 Short title. This title shall be known and
may be cited as the "Washington business corporation act."
[1989 c 165§ 1.]

23B.01.020 Reservation of power to amend or repeal.
The legislature has power to amend or repeal all or part of this
title at any time and all domestic and foreign corporations
subject to this title are governed by the amendment or repeal.
[1989 ¢ 165 § 2.]

23B.01.200 Filing requirements. (1) A record required
or permitted by this title to be filed in the office of the secre-
tary of state must satisfy the requirements of Article 2 of
chapter 23.95 RCW, this section, and any other section that
adds to or varies from these requirements, to be entitled to fil-
ing by the secretary of state.

(2) Unless otherwise indicated in this title, all records
delivered to the secretary of state for filing must be executed:

(a) By the chairperson of the board of directors of a
domestic or foreign corporation, by its president, or by
another of its officers;

(b) If directors have not been selected or the corporation
has not been formed, by an incorporator; or

(c) If the corporation is in the hands of a receiver, trustee,
or other court-appointed fiduciary, by that fiduciary. [2015 ¢
176 § 2101; 2002 ¢ 297 § 1; 1991 ¢ 72 § 24; 1989 ¢ 165 § 3.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.01.202 Certificate of authority as insurance
company—Filing of records. For those corporations that
have a certificate of authority, are applying for, or intend to
apply for a certificate of authority from the insurance com-
missioner as an insurance company under chapter 48.05
RCW, whenever under this chapter corporate records are
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required to be filed with the secretary of state, the records
shall be filed with the insurance commissioner rather than the
secretary of state. [2002 ¢ 297 § 2; 1998 ¢ 23 § 5.]

23B.01.204 Certificate of authority from department

of financial institutions—Filing of records. For those cor-
porations that have a certificate of authority, are applying for,
or intend to apply for a certificate of authority from the
department of financial institutions as a bank, trust company,
or the holding company thereof, under *Title 30 RCW, or as
a savings bank or holding company thereof, under Title 32
RCW, or for any other corporation or other entity which is or
purports to be a bank, savings bank, savings and loan associ-
ation, trust company, industrial loan bank, credit union, bank
holding company, financial services holding company, or
savings and loan holding company, whenever under this
chapter corporate records are required to be filed with the
secretary of state, the records shall be filed with the depart-
ment of financial institutions. [2010 ¢ 88 § 1.]

*Reviser's note: Title 30 RCW was recodified and/or repealed pursuant
to 2014 ¢ 37, effective January 5, 2015.

Effective date—2010 c 88: See RCW 32.50.900.

23B.01.220 Fees. Corporations are subject to the appli-
cable fees, charges, and penalties established by the secretary
of state under RCW 23.95.260 and 43.07.120. [2015¢ 176 §
2102;2002 ¢ 297 § 3; 1993 ¢ 269 § 2; 1992 ¢ 107 § 7; 1991 ¢
72 §26;1990c 178 § 1; 1989 ¢ 165 § 5.]
Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

Additional notes found at www.leg.wa.gov

23B.01.230 Effective time and date of record. A
record filed with the secretary of state is effective as provided
in RCW 23.95.210, and may state a delayed effective date
and time in accordance with RCW 23.95.210. [2015¢ 176 §
2103; 2002 ¢ 297 § 4; 1989 ¢ 165 § 6.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.01.240 Correcting filed records. A domestic or
foreign corporation may correct a record filed by the secre-
tary of state in accordance with RCW 23.95.220. [2015¢ 176
§ 2104; 2002 ¢ 297 § 5; 1989 ¢ 165 § 7.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.01.250 Filing duty of secretary of state. RCW
23.95.225 governs the secretary of state's duty to file records
delivered to the secretary of state for filing, the manner and
effect of filing, and procedures that apply when the secretary
of state refuses to file a record. [2015 ¢ 176 § 2105; 2002 ¢
297 § 6; 1989 ¢ 165 § 8.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.01.280 Certificate of existence or registration.
Any person may apply to the secretary of state under RCW
23.95.235 to furnish a certificate of existence for a domestic
corporation or a certificate of registration for a foreign corpo-
ration. [2015¢ 176 §2106;1991 ¢ 72 §27;1989¢ 165§ 11.]
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Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.01.290 Penalty for signing false record. RCW
23.95.240 governs the penalty that applies for executing a
false record that is intended to be delivered to the secretary of
state for filing. [2015¢ 176 § 2107; 1989 ¢ 165 § 12.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.01.300 Powers. The secretary of state has the
power reasonably necessary to perform the duties required of
the secretary of state by this title, including adoption, amend-
ment, or repeal of rules for the efficient administration of this
title. [1989 ¢ 165 § 13.]

23B.01.400 Definitions. Unless the context clearly
requires otherwise, the definitions in this section apply
throughout this title.

(1) "Articles of incorporation" include amended and
restated articles of incorporation and articles of merger.

(2) "Authorized shares" means the shares of all classes a
domestic or foreign corporation is authorized to issue.

(3) "Conspicuous" means so prepared that a reasonable
person against whom the record is to operate should have
noticed it. For example, printing in italics or boldface or con-
trasting color, or typing in capitals or underlined, is conspic-
uous.

(4) "Corporate action" means any resolution, act, policy,
contract, transaction, plan, adoption or amendment of articles
of incorporation or bylaws, or other matter approved by or
submitted for approval to a corporation's incorporators, board
of directors or a committee therecof, or shareholders.

(5) "Corporation" or "domestic corporation" means a
corporation for profit, including a social purpose corporation,
which is not a foreign corporation, incorporated under or sub-
ject to the provisions of this title.

(6) "Deliver" includes (a) mailing, (b) for purposes of
delivering a demand, consent, notice, or waiver to the corpo-
ration or one of its officers, directors, or sharecholders, trans-
mission by facsimile equipment, and (c) for purposes of
delivering a demand, consent, notice, or waiver to the corpo-
ration or one of its officers, directors, or shareholders under
RCW 23B.01.410 or chapter 23B.07, 23B.08, 23B.11,
23B.13, 23B.14, or 23B.16 RCW delivery by electronic
transmission.

(7) "Distribution" means a direct or indirect transfer of
money or other property, except its own shares, or incurrence
of indebtedness by a corporation to or for the benefit of its
sharecholders in respect to any of its shares. A distribution
may be in the form of a declaration or payment of a dividend,;
a distribution in partial or complete liquidation, or upon vol-
untary or involuntary dissolution; a purchase, redemption, or
other acquisition of shares; a distribution of indebtedness; or
otherwise.

(8) "Effective date of notice" has the meaning provided
in RCW 23B.01.410.

(9) "Electronic transmission" means an electronic com-
munication (a) not directly involving the physical transfer of
a record in a tangible medium and (b) that may be retained,
retrieved, and reviewed by the sender and the recipient
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thereof, and that may be directly reproduced in a tangible
medium by such a sender and recipient.

(10) "Electronically transmitted" means the initiation of
an electronic transmission.

(11) "Employee" includes an officer but not a director. A
director may accept duties that make the director also an
employee.

(12) "Entity" includes a corporation and foreign corpora-
tion, not-for-profit corporation, business trust, estate, trust,
partnership, limited liability company, association, joint ven-
ture, two or more persons having a joint or common eco-
nomic interest, the state, United States, and a foreign govern-
mental subdivision, agency, or instrumentality, or any other
legal or commercial entity.

(13) "Execute," "executes," or "executed" means (a)
signed with respect to a written record or (b) electronically
transmitted along with sufficient information to determine
the sender's identity with respect to an electronic transmis-
sion, or (c) with respect to a record to be filed with the secre-
tary of state, in compliance with the standards for filing with
the office of the secretary of state as prescribed by the secre-
tary of state.

(14) "Foreign corporation" means a corporation for
profit incorporated under a law other than the law of this
state.

(15) "Foreign limited partnership” means a partnership
formed under laws other than of this state and having as part-
ners one or more general partners and one or more limited
partners.

(16) "General social purpose" means the general social
purpose for which a social purpose corporation is organized
as set forth in the articles of incorporation of the corporation
in accordance with RCW 23B.25.040(1)(c).

(17) "Governmental subdivision" includes authority,
county, district, and municipality.

(18) "Includes" denotes a partial definition.

(19) "Individual" includes the estate of an incompetent
or deceased individual.

(20) "Limited partnership" or "domestic limited partner-
ship" means a partnership formed by two or more persons
under the laws of this state and having one or more general
partners and one or more limited partners.

(21) "Means" denotes an exhaustive definition.

(22) "Notice" has the meaning provided in RCW
23B.01.410.

(23) "Person" means an individual, corporation, business
trust, estate, trust, partnership, limited liability company,
association, joint venture, government, governmental subdi-
vision, agency, or instrumentality, or any other legal or com-
mercial entity.

(24) "Principal office" means the office, in or out of this
state, so designated in the annual report where the principal
executive offices of a domestic or foreign corporation are
located.

(25) "Proceeding" includes civil suit and criminal,
administrative, and investigatory action.

(26) "Public company" means a corporation that has a
class of shares registered with the federal securities and
exchange commission pursuant to section 12 or 15 of the
securities exchange act of 1934, or section 8 of the invest-
ment company act of 1940, or any successor statute.
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(27) "Qualified director" means (a) with respect to a
director's conflicting interest transaction as defined in RCW
23B.08.700, any director who does not have either (i) a con-
flicting interest respecting the transaction, or (ii) a familial,
financial, professional, or employment relationship with a
second director who does have a conflicting interest respect-
ing the transaction, which relationship would, in the circum-
stances, reasonably be expected to exert an influence on the
first director's judgment when voting on the transaction; (b)
with respect to RCW 23B.08.735, a qualified director under
(a) of this subsection if the business opportunity were a direc-
tor's conflicting interest transaction; and (c) with respect to
RCW 23B.02.020(5)(k), a director who is not a director (i) to
whom the limitation or elimination of the duty of an officer to
offer potential business opportunities to the corporation
would apply, or (ii) who has a familial, financial, profes-
sional, or employment relationship with another officer to
whom the limitation or elimination would apply, which rela-
tionship would, in the circumstances, reasonably be expected
to exert an influence on the director's judgment when voting
on the limitation or elimination.

(28) "Record" means information inscribed on a tangible
medium or contained in an electronic transmission.

(29) "Record date" means the date established under
chapter 23B.07 RCW on which a corporation determines the
identity of its shareholders and their shareholdings for pur-
poses of this title. The determinations shall be made as of the
close of business on the record date unless another time for
doing so is specified when the record date is fixed.

(30) "Registered office" means the address of the corpo-
ration's registered agent.

(31) "Secretary" means the corporate officer to whom
the board of directors has delegated responsibility under
RCW 23B.08.400(3) for custody of the minutes of the meet-
ings of the board of directors and of the shareholders and for
authenticating records of the corporation.

(32) "Shareholder" means the person in whose name
shares are registered in the records of a corporation or the
beneficial owner of shares to the extent of the rights granted
by a nominee certificate on file with a corporation.

(33) "Shares" means the units into which the proprietary
interests in a corporation are divided.

(34) "Social purpose" includes any general social pur-
pose and any specific social purpose.

(35) "Social purpose corporation" means a corporation
that has elected to be governed as a social purpose corpora-
tion under chapter 23B.25 RCW.

(36) "Specific social purpose" means the specific social
purpose or purposes for which a social purpose corporation is
organized as set forth in the articles of incorporation of the
corporation in accordance with RCW 23B.25.040(2)(a).

(37) "State," when referring to a part of the United
States, includes a state and commonwealth, and their agen-
cies and governmental subdivisions, and a territory and insu-
lar possession, and their agencies and governmental subdivi-
sions, of the United States.

(38) "Subscriber" means a person who subscribes for
shares in a corporation, whether before or after incorporation.

(39) "Tangible medium" means a writing, copy of a writ-
ing, or facsimile, or a physical reproduction, each on paper or
on other tangible material.
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(40) "United States" includes a district, authority,
bureau, commission, department, and any other agency of the
United States.

(41) "Voting group" means all shares of one or more
classes or series that under the articles of incorporation or this
title are entitled to vote and be counted together collectively
on a matter at a meeting of shareholders. All shares entitled
by the articles of incorporation or this title to vote generally
on the matter are for that purpose a single voting group.

(42) "Writing" does not include an electronic transmis-
sion.

(43) "Written" means embodied in a tangible medium.
[2015 ¢ 176 § 2148; 2015 ¢ 20 § 1; 2012 ¢ 215 § 17; 2009 ¢
189 § 1. Prior: 2002 ¢ 297 § 9; 2002 ¢ 296 § 1; 2000 ¢ 168 §
1; 1996 ¢ 155 § 4; 1995 ¢ 47 § 1; prior: 1991 ¢ 269 § 35; 1991
c 72 §28; 1989 ¢ 165 § 14.]

Reviser's note: (1) The definitions in this section have been alphabet-
ized pursuant to RCW 1.08.015(2)(k).

(2) This section was amended by 2015 ¢ 20 § 1 and by 2015 ¢ 176 §
2148, each without reference to the other. Both amendments are incorpo-

rated in the publication of this section under RCW 1.12.025(2). For rule of
construction, see RCW 1.12.025(1).

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.01.410 Notice. (1) Notice under this title must be
provided in the form of a record, except that oral notice of
any meeting of the board of directors may be given if
expressly authorized by the articles of incorporation or
bylaws.

(2) Permissible means of transmission.

(a) Oral notice. Oral notice may be communicated in per-
son, by telephone, wire, or wireless equipment which does
not transmit a facsimile of the notice, or by any electronic
means which does not create a record. If these forms of oral
notice are impracticable, oral notice may be communicated
by radio, television, or other form of public broadcast com-
munication.

(b) Notice provided in a tangible medium. Notice may be
provided in a tangible medium and be transmitted by mail,
private carrier, or personal delivery; telegraph or teletype; or
telephone, wire, or wireless equipment which transmits a fac-
simile of the notice. If these forms of notice in a tangible
medium are impracticable, notice in a tangible medium may
be transmitted by an advertisement in a newspaper of general
circulation in the area where published.

(c) Notice provided in an electronic transmission.

(i) Notice may be provided in an electronic transmission
and be electronically transmitted.

(i1) Notice to shareholders or directors in an electronic
transmission is effective only with respect to shareholders
and directors that have consented, in the form of a record, to
receive electronically transmitted notices under this title and
designated in the consent the address, location, or system to
which these notices may be electronically transmitted and
with respect to a notice that otherwise complies with any
other requirements of this title and applicable federal law.

(A) Notice to shareholders or directors for this purpose
includes material that this title requires to accompany the
notice.

(B) A shareholder or director who has consented to
receipt of electronically transmitted notices may revoke this
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consent by delivering a revocation to the corporation in the
form of a record.

(C) The consent of any shareholder or director is revoked
if (I) the corporation is unable to electronically transmit two
consecutive notices given by the corporation in accordance
with the consent, and (II) this inability becomes known to the
secretary of the corporation, the transfer agent, or any other
person responsible for giving the notice. The inadvertent fail-
ure by the corporation to treat this inability as a revocation
does not invalidate any meeting or other corporate action.

(iii) Notice to shareholders or directors who have con-
sented to receipt of electronically transmitted notices may be
provided by (A) posting the notice on an electronic network
and (B) delivering to the shareholder or director a separate
record of the posting, together with comprehensible instruc-
tions regarding how to obtain access to the posting on the
electronic network.

(iv) Notice to a domestic or foreign corporation, autho-
rized to transact business in this state, in an electronic trans-
mission is effective only with respect to a corporation that has
designated in a record an address, location, or system to
which the notices may be electronically transmitted.

(d) Materials accompanying notice to shareholders of
public companies. Notwithstanding anything to the contrary
in this section or any other section of this title, if this title
requires that a notice to shareholders be accompanied by cer-
tain material, a public company may satisfy such a require-
ment, whether or not a shareholder has consented to receive
electronically transmitted notice, by (i) posting the material
on an electronic network (either separate from, or in combi-
nation or as part of, any other materials the public company
has posted on the electronic network in compliance with
applicable federal law) at or prior to the time that the notice is
delivered to the public company's sharcholders entitled to
receive the notice, and (ii) delivering to the public company's
shareholders entitled to receive the notice a separate record of
the posting (which record may accompany, or be contained
in, the notice), together with comprehensible instructions
regarding how to obtain access to the posting on the elec-
tronic network. In such a case, the material is deemed to have
been delivered to the public company's shareholders at the
time the notice to the sharcholders is effective under this sec-
tion. A public company that elects pursuant to this section to
post on an electronic network any material required by this
title to accompany a notice to shareholders is required, at its
expense, to provide a copy of the material in a tangible
medium (alone or in combination or as part of any other
materials the public company has posted on the electronic
network in compliance with federal law) to any shareholder
entitled to such a notice who so requests.

(3) Effective time and date of notice.

(a) Oral notice. Oral notice is effective when received.

(b) Notice provided in a tangible medium.

(1) Notice in a tangible medium, if in a comprehensible
form, is effective at the earliest of the following:

(A) If expressly authorized by the articles of incorpora-
tion or bylaws, and if notice is sent to the person's address,
telephone number, or other number appearing on the records
of the corporation, when dispatched by telegraph, teletype, or
facsimile equipment;

(B) When received,
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(C) Except as provided in (b)(ii) of this subsection, five
days after its deposit in the United States mail, as evidenced
by the postmark, if mailed with first-class postage, prepaid
and correctly addressed; or

(D) On the date shown on the return receipt, if sent by
registered or certified mail, return receipt requested, and the
receipt is signed by or on behalf of the addressee.

(i1) Notice in a tangible medium by a domestic or foreign
corporation to its shareholder, if in a comprehensible form
and correctly addressed to the shareholder's address shown in
the corporation's current record of shareholders, is effective:

(A) When mailed, if mailed with first-class postage pre-
paid; and

(B) When dispatched, if prepaid, by air courier.

(iii) Notice in a tangible medium to a domestic or foreign
corporation, authorized to transact business in this state, may
be addressed to the corporation's registered agent or to the
corporation or its secretary at its principal office shown in its
most recent annual report, or in the case of a foreign corpora-
tion that has not yet delivered its annual report in its foreign
registration statement.

(c) Notice provided in an electronic transmission. Notice
provided in an electronic transmission, if in comprehensible
form, is effective when it: (i) Is electronically transmitted to
an address, location, or system designated by the recipient for
that purpose; or (ii) has been posted on an electronic network
and a separate record of the posting has been delivered to the
recipient together with comprehensible instructions regard-
ing how to obtain access to the posting on the electronic net-
work.

(4) If this title prescribes notice requirements for partic-
ular circumstances, those requirements govern. If articles of
incorporation or bylaws prescribe notice requirements, not
inconsistent with this section or other provisions of this title,
those requirements govern. [2015 ¢ 176 § 2108; 2009 ¢ 189
§2;2008 ¢ 59 § 1; 2002 ¢ 297 § 10; 1991 ¢ 72 § 29; 1990 ¢
178 §2; 1989 ¢ 165 § 15.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

Additional notes found at www.leg.wa.gov

23B.01.420 Notice—Common address—Address
defined—Shareholder consent. (1) A corporation has pro-
vided notice or any other record to shareholders of record
who share a common address if all of the following require-
ments are met:

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

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

(c¢) Each shareholder consents in a record to delivery of a
single copy of such a notice or other record to the sharehold-
ers' common address, and the corporation notifies each share-
holder of the duration of that shareholder's consent, and
explains the manner by which the shareholder can revoke the
consent.

(2) For purposes of this section, "address" means a street
address, a post office box number, a facsimile telephone
number, a common address, location, or system for electronic
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transmissions, or another similar destination to which records
are delivered.

(3) If a shareholder revokes consent to delivery of a sin-
gle copy of any notice or other record to a common address,
or notifies the corporation that the shareholder wishes to
receive an individual copy of any notice or other record, the
corporation shall begin sending individual 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 transmis-
sion to a common address, location, or system for electronic
transmissions under this section, each shareholder consenting
to receive notice under this section must also have consented
to the receipt of notices by electronic transmission as pro-
vided in RCW 23B.01.410. [2003 ¢ 35§ 1.]

23B.01.520 Domestic corporations—Filing, initial,
and annual license fees. For the privilege of doing business,
every domestic corporation, except one for which existing
law provides a different fee schedule, shall pay a fee for the
filing of its articles of incorporation and its first year's
license, and an annual license fee for each year following
incorporation on or before the expiration of its corporate
license, in an amount established by the secretary of state
under RCW 23.95.260. [2015 ¢ 176 § 2109; 1989 ¢ 165 §
18.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.01.540 Foreign corporations—Filing and annual
license fees. A foreign corporation doing an intrastate busi-
ness or seeking to do an intrastate business in the state of
Washington shall pay for the privilege of so doing the same
filing and annual license fees prescribed in RCW 23B.01.520
for domestic corporations. [2015 ¢ 176 § 2110; 1989 ¢ 165 §
20.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.01.570 Penalty for nonpayment of annual corpo-
rate license fees and failure to file a substantially com-
plete annual report—Payment of delinquent fees—Rules.
In the event any corporation, foreign or domestic, fails to file
a full and complete initial report under RCW 23.95.255 or
does business in this state without having paid its annual cor-
porate license fee and without having filed a substantially
complete annual report under RCW 23.95.255 when either is
due, there shall become due and owing the state of Washing-
ton a penalty as established by rule by the secretary under
RCW 23.95.260.

A corporation organized under this title may at any time
prior to its dissolution as provided in Article 6 of chapter
23.95 RCW, and a foreign corporation registered to do busi-
ness in this state may at any time prior to the termination of
its registration as provided in RCW 23.95.550, pay to the
state of Washington its current annual license fee, provided it
also pays an amount equal to all previously unpaid annual
license fees plus the penalty established by rule by the secre-
tary under RCW 23.95.260. [2015¢ 176 § 2111; 1994 ¢ 287
§ 6; 1991 ¢ 72 § 30; 1989 ¢ 165 § 23.]
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Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.01.590 Public service companies entitled to
deductions. The annual fee required to be paid to the Wash-
ington utilities and transportation commission by any public
service corporation shall be deducted from the annual license
fee provided in this title and the excess only shall be col-
lected.

It shall be the duty of the commission to furnish to the
secretary of state on or before July 1st of each year a list of all
public service corporations with the amount of annual license
fees paid to the commission for the current year. [1989 ¢ 165
§25.]

Chapter 23B.02 RCW
INCORPORATION

Sections

23B.02.010 Incorporators.

23B.02.020 Articles of incorporation.

23B.02.030 Effect of filing.

23B.02.032 Certificate of authority as insurance company—Filing of
records.

23B.02.040 Liability for preincorporation transactions.

23B.02.050 Organization of corporation.

23B.02.060 Bylaws.

23B.02.070 Emergency bylaws.

23B.02.010 Incorporators. One or more persons may
act as the incorporator or incorporators of a corporation by
delivering articles of incorporation to the secretary of state
for filing. [1989 ¢ 165 § 26.]

23B.02.020 Articles of incorporation. (1) The articles
of incorporation must set forth:

(a) A corporate name for the corporation that satisfies the
requirements of Article 3 of chapter 23.95 RCW;

(b) The number of shares the corporation is authorized to
issue in accordance with RCW 23B.06.010 and 23B.06.020;

(c) The name and address of its initial registered agent
designated in accordance with Article 4 of chapter 23.95
RCW; and

(d) The name and address of each incorporator in accor-
dance with RCW 23B.02.010.

(2) The articles of incorporation or bylaws must either
specify the number of directors or specify the process by
which the number of directors will be fixed, unless the arti-
cles of incorporation dispense with a board of directors pur-
suant to RCW 23B.08.010.

(3) Unless its articles of incorporation provide otherwise,
a corporation is governed by the following provisions:

(a) The board of directors may adopt bylaws to be effec-
tive only in an emergency as provided by RCW 23B.02.070;

(b) A corporation has the purpose of engaging in any
lawful business under RCW 23B.03.010;

(c) A corporation has perpetual existence and succession
in its corporate name under RCW 23B.03.020;

(d) A corporation has the same powers as an individual
to do all things necessary or convenient to carry out its busi-
ness and affairs, including itemized powers under RCW
23B.03.020;
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(e) All shares are of one class and one series, have unlim-
ited voting rights, and are entitled to receive the net assets of
the corporation upon dissolution under RCW 23B.06.010 and
23B.06.020;

(f) If more than one class of shares is authorized, all
shares of a class must have preferences, limitations, and rela-
tive rights identical to those of other shares of the same class
under RCW 23B.06.010;

(g) If the board of directors is authorized to designate the
number of shares in a series, the board may, after the issuance
of shares in that series, reduce the number of authorized
shares of that series under RCW 23B.06.020;

(h) The board of directors must approve any issuance of
shares under RCW 23B.06.210;

(1) Shares may be issued pro rata and without consider-
ation to shareholders under RCW 23B.06.230;

(j) Shares of one class or series may not be issued as a
share dividend with respect to another class or series, unless
there are no outstanding shares of the class or series to be
issued, or a majority of votes entitled to be cast by such class
or series approve as provided in RCW 23B.06.230;

(k) A corporation may issue rights, options, or warrants
for the purchase of shares of the corporation under RCW
23B.06.240;

(1) A shareholder has, and may waive, a preemptive right
to acquire the corporation's unissued shares as provided in
RCW 23B.06.300;

(m) Shares of a corporation acquired by it may be reis-
sued under RCW 23B.06.310;

(n) The board may authorize and the corporation may
make distributions not prohibited by statute under RCW
23B.06.400;

(o) The preferential rights upon dissolution of certain
shareholders will be considered a liability for purposes of
determining the validity of a distribution under RCW
23B.06.400;

(p) Corporate action may be approved by shareholders
by unanimous consent of all shareholders entitled to vote on
the corporate action, unless the approval of a lesser number
of shareholders is permitted as provided in RCW 23B.07.040,
which shareholder consent shall be in the form of a record;

(q) Unless this title requires otherwise, the corporation is
required to give notice only to shareholders entitled to vote at
a meeting and the notice for an annual meeting need not
include the purpose for which the meeting is called under
RCW 23B.07.050;

(r) A corporation that is a public company shall hold a
special meeting of shareholders if the holders of at least ten
percent of the votes entitled to be cast on any issue proposed
to be considered at the meeting demand a meeting under
RCW 23B.07.020;

(s) Subject to statutory exceptions, each outstanding
share, regardless of class, is entitled to one vote on each mat-
ter voted on at a shareholders' meeting under RCW
23B.07.210;

(t) A majority of the votes entitled to be cast on a matter
by a voting group constitutes a quorum, unless the title pro-
vides otherwise under RCW 23B.07.250 and 23B.07.270;

(u) Corporate action on a matter, other than election of
directors, by a voting group is approved if the votes cast
within the voting group favoring the corporate action exceed
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the votes cast opposing the corporate action, unless this title
requires a greater number of affirmative votes under RCW
23B.07.250;

(v) All shares of one or more classes or series that are
entitled to vote will be counted together collectively on any
matter at a meeting of shareholders under RCW 23B.07.260;

(w) Directors are elected by cumulative voting under
RCW 23B.07.280;

(x) Directors are elected by a plurality of votes cast by
shares entitled to vote under RCW 23B.07.280, except as oth-
erwise provided in the articles of incorporation or a bylaw
adopted pursuant to RCW 23B.10.205;

(y) A corporation must have a board of directors under
RCW 23B.08.010;

(z) All corporate powers must be exercised by or under
the authority of, and the business and affairs of the corpora-
tion managed under the direction of, its board of directors
under RCW 23B.08.010;

(aa) The shareholders may remove one or more directors
with or without cause under RCW 23B.08.080;

(bb) A vacancy on the board of directors may be filled by
the shareholders or the board of directors under RCW
23B.08.100;

(cc) A corporation shall indemnify a director who was
wholly successful in the defense of any proceeding to which
the director was a party because the director is or was a direc-
tor of the corporation against reasonable expenses incurred
by the director in connection with the proceeding under RCW
23B.08.520;

(dd) A director of a corporation who is a party to a pro-
ceeding may apply for indemnification of reasonable
expenses incurred by the director in connection with the pro-
ceeding to the court conducting the proceeding or to another
court of competent jurisdiction under RCW 23B.08.540;

(ee) An officer of the corporation who is not a director is
entitled to mandatory indemnification under RCW
23B.08.520, and is entitled to apply for court-ordered indem-
nification under RCW 23B.08.540, in each case to the same
extent as a director under RCW 23B.08.570;

(ff) The corporation may indemnify and advance
expenses to an officer, employee, or agent of the corporation
who is not a director to the same extent as to a director under
RCW 23B.08.570;

(gg) A corporation may indemnify and advance
expenses to an officer, employee, or agent who is not a direc-
tor to the extent, consistent with law, that may be provided by
its articles of incorporation, bylaws, general or specific
approval of its board of directors, or contract under RCW
23B.08.570;

(hh) A corporation's board of directors may adopt certain
amendments to the corporation's articles of incorporation
without shareholder approval under RCW 23B.10.020;

(1) Unless this title or the board of directors requires a
greater vote or a vote by voting groups, an amendment to the
corporation's articles of incorporation must be approved by
each voting group entitled to vote on the proposed amend-
ment by two-thirds, or, in the case of a public company, a
majority, of all the votes entitled to be cast by that voting
group under RCW 23B.10.030;

(jj) A corporation's board of directors may amend or
repeal the corporation's bylaws unless this title reserves this
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power exclusively to the shareholders in whole or in part, or
unless the shareholders in amending or repealing a bylaw
provide expressly that the board of directors may not amend
or repeal that bylaw under RCW 23B.10.200;

(kk) Unless this title or the board of directors require a
greater vote or a vote by voting groups, a plan of merger or
share exchange must be approved by each voting group enti-
tled to vote on the merger or share exchange by two-thirds of
all the votes entitled to be cast by that voting group under
RCW 23B.11.030;

(1) Approval by the shareholders of the sale, lease,
exchange, or other disposition of all, or substantially all, the
corporation's property in the usual and regular course of busi-
ness is not required under RCW 23B.12.010;

(mm) Approval by the shareholders of the mortgage,
pledge, dedication to the repayment of indebtedness, or other
encumbrance of any or all of the corporation's property,
whether or not in the usual and regular course of business, is
not required under RCW 23B.12.010;

(nn) Unless the board of directors requires a greater vote
or a vote by voting groups, a sale, lease, exchange, or other
disposition of all or substantially all of the corporation's prop-
erty, other than in the usual and regular course of business,
must be approved by each voting group entitled to vote on
such transaction by two-thirds of all votes entitled to be cast
by that voting group under RCW 23B.12.020; and

(00) Unless the board of directors requires a greater vote
or a vote by voting groups, a proposal to dissolve must be
approved by each voting group entitled to vote on the disso-
lution by two-thirds of all votes entitled to be cast by that vot-
ing group under RCW 23B.14.020.

(4) Unless its articles of incorporation or its bylaws pro-
vide otherwise, a corporation is governed by the following
provisions:

(a) The board of directors may approve the issuance of
some or all of the shares of any or all of the corporation's
classes or series without certificates under RCW 23B.06.260;

(b) A corporation that is not a public company shall hold
a special meeting of shareholders if the holders of at least ten
percent of the votes entitled to be cast on any issue proposed
to be considered at the meeting demand a meeting under
RCW 23B.07.020;

(c) A director need not be a resident of this state or a
shareholder of the corporation under RCW 23B.08.020;

(d) The board of directors may fix the compensation of
directors under RCW 23B.08.110;

(e) Members of the board of directors may participate in
a meeting of the board by any means of similar communica-
tion by which all directors participating can hear each other
during the meeting under RCW 23B.08.200;

(f) Corporate action permitted or required by this title to
be taken at a board of directors' meeting may be approved
without a meeting if approved by all members of the board
under RCW 23B.08.210;

(g) Regular meetings of the board of directors may be
held without notice of the date, time, place, or purpose of the
meeting under RCW 23B.08.220;

(h) Special meetings of the board of directors must be
preceded by at least two days' notice of the date, time, and
place of the meeting, and the notice need not describe the pur-
pose of the special meeting under RCW 23B.08.220;
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(i) A quorum of a board of directors consists of a major-
ity of the number of directors under RCW 23B.08.240;

(j) If a quorum is present when a vote is taken, the affir-
mative vote of a majority of directors present is the act of the
board of directors under RCW 23B.08.240;

(k) A board of directors may create one or more commit-
tees and appoint members of the board of directors to serve
on them under RCW 23B.08.250; and

(1) Unless approved by the shareholders, a corporation
may indemnify, or make advances to, a director for reason-
able expenses incurred in the defense of any proceeding to
which the director was a party because of being a director
only to the extent such action is consistent with RCW
23B.08.500 through 23B.08.580.

(5) The articles of incorporation may contain the follow-
ing provisions:

(a) The names and addresses of the individuals who are
to serve as initial directors;

(b) The par value of any authorized shares or classes of
shares;

(¢) Provisions not inconsistent with law related to the
management of the business and the regulation of the affairs
of the corporation;

(d) Any provision that under this title is required or per-
mitted to be set forth in the bylaws;

(e) Provisions not inconsistent with law defining, limit-
ing, and regulating the powers of the corporation, its board of
directors, and shareholders;

(f) Provisions authorizing corporate action to be
approved by consent of less than all of the shareholders enti-
tled to vote on the corporate action, in accordance with RCW
23B.07.040;

(g) If the articles of incorporation authorize dividing
shares into classes, the election of all or a specified number of
directors may be effected by the holders of one or more
authorized classes of shares under RCW 23B.08.040;

(h) The terms of directors may be staggered under RCW
23B.08.060;

(1) Shares may be redeemable or convertible (i) at the
option of the corporation, the sharcholder, or another person,
or upon the occurrence of a designated event; (ii) for cash,
indebtedness, securities, or other property; or (iii) in a desig-
nated amount or in an amount determined in accordance with
a designated formula or by reference to extrinsic data or
events under RCW 23B.06.010;

(j) A director's personal liability to the corporation or its
shareholders for monetary damages for conduct as a director
may be eliminated or limited under RCW 23B.08.320; and

(k) A provision limiting or eliminating any duty of a
director or any other person to offer the corporation the right
to have or participate in any, or one or more classes or cate-
gories of, business opportunities, prior to the pursuit or taking
of the opportunity by the director or other person. However,
if such provision applies to an officer or related person (as
such term is defined in RCW 23B.08.700) of an officer, the
board of directors, by action of qualified directors taken in
compliance with the same procedures as are set forth in RCW
23B.08.720 and taken subsequent to the inclusion of such
provision in the articles of incorporation, (i) must approve the
application of such provision to an officer or a related person
of that officer, and (ii) may condition the application of such
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provision to such officer or related person of that officer on
any basis.

(6) The articles of incorporation or the bylaws may con-
tain the following provisions:

(a) A restriction on the transfer or registration of transfer
of the corporation's shares under RCW 23B.06.270;

(b) Shareholders may participate in a meeting of share-
holders by any means of communication by which all persons
participating in the meeting can hear each other under RCW
23B.07.080;

(c) A quorum of the board of directors may consist of as
few as one-third of the number of directors under RCW
23B.08.240;

(d) If the corporation is registered as an investment com-
pany under the investment company act of 1940, a provision
limiting the requirement to hold an annual meeting of share-
holders as provided in RCW 23B.07.010(2); and

(e) If the corporation is registered as an investment com-
pany under the investment company act of 1940, a provision
establishing terms of directors which terms may be longer
than one year as provided in RCW 23B.05.050.

(7) The articles of incorporation need not set forth any of
the corporate powers enumerated in this title. [2015 ¢ 176 §
2112;2015¢20 §2;2009 ¢ 189 § 3; 2002 ¢ 297 § 11; 1997 ¢
19§ 1; 1996 ¢ 155 § 5; 1994 ¢ 256 § 27; 1989 ¢ 165 § 27.]

Reviser's note: This section was amended by 2015 ¢ 20 § 2 and by 2015
¢ 176 § 2112, each without reference to the other. Both amendments are
incorporated in the publication of this section under RCW 1.12.025(2). For
rule of construction, see RCW 1.12.025(1).

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

Findings—Construction—1994 ¢ 256: See RCW 43.320.007.

23B.02.030 Effect of filing. (1) Unless a delayed effec-
tive date is specified, the corporate existence begins when the
articles of incorporation are filed.

(2) The secretary of state's filing of the articles of incor-
poration is conclusive proof that the incorporators satisfied
all conditions precedent to the incorporation except in a pro-
ceeding by the state to cancel or revoke the incorporation or
involuntarily to dissolve the corporation. [1989 c 165 § 28.]

23B.02.032 Certificate of authority as insurance
company—Filing of records. For those corporations that
have a certificate of authority, are applying for, or intend to
apply for a certificate of authority from the insurance com-
missioner as an insurance company under chapter 48.05
RCW, whenever under this chapter corporate records are
required to be filed with the secretary of state, the records
shall be filed with the insurance commissioner rather than the
secretary of state. [2002 ¢ 297 § 12; 1998 ¢ 23 § 6.]

23B.02.040 Liability for preincorporation transac-
tions. All persons purporting to act as or on behalf of a cor-
poration, knowing there was no incorporation under this title,
are jointly and severally liable for liabilities created while so
acting except for any liability to any person who also knew
that there was no incorporation. [1989 ¢ 165 § 29.]
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23B.02.050 Organization of corporation. (1) After
incorporation:

(a) If initial directors are named in the articles of incor-
poration, the initial directors shall hold an organizational
meeting, at the call of a majority of the directors, to complete
the organization of the corporation by appointing officers,
adopting bylaws, and carrying on any other business brought
before the meeting;

(b) If initial directors are not named in the articles, the
incorporator or incorporators shall hold an organizational
meeting at the call of a majority of the incorporators:

(1) To elect directors and complete the organization of
the corporation; or

(1) To elect a board of directors who shall complete the
organization of the corporation.

(2) Corporate action required or permitted by this title to
be approved by incorporators at an organizational meeting
may be approved without a meeting if the approval is evi-
denced by the consent of each of the incorporators in the form
of a record describing the corporate action so approved and
executed by each incorporator.

(3) An organizational meeting may be held in or out of
this state.

(4) A corporation must deliver an initial report to the sec-
retary of state in accordance with RCW 23.95.255. [2015 ¢
176 § 2113;2009 ¢ 189 § 4, 2002 ¢ 297 § 13; 1991 ¢ 72 § 31;
1989 ¢ 165 § 30.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.02.060 Bylaws. (1) The incorporators or board of
directors of a corporation shall adopt initial bylaws for the
corporation.

(2) The articles of incorporation or bylaws must either
specify the number of directors or specify the process by
which the number of directors will be fixed, unless the arti-
cles of incorporation dispense with a board of directors pur-
suant to RCW 23B.08.010.

(3) Unless its articles of incorporation or its bylaws pro-
vide otherwise, a corporation is governed by the following
provisions:

(a) The board of directors may approve the issuance of
some or all of the shares of any or all of the corporation's
classes or series without certificates under RCW 23B.06.260;

(b) A corporation that is not a public company shall hold
a special meeting of shareholders if the holders of at least ten
percent of the votes entitled to be cast on any issue proposed
to be considered at the meeting demand a meeting under
RCW 23B.07.020;

(c) A director need not be a resident of this state or a
shareholder of the corporation under RCW 23B.08.020;

(d) The board of directors may fix the compensation of
directors under RCW 23B.08.110;

(e) Members of the board of directors may participate in
a meeting of the board by means of a conference telephone or
similar communication equipment under RCW 23B.08.200;

(f) Corporate action permitted or required by this title to
be approved at a board of directors' meeting may be approved
without a meeting if the corporate action is approved by all
members of the board under RCW 23B.08.210;
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(g) Regular meetings of the board of directors may be
held without notice of the date, time, place, or purpose of the
meeting under RCW 23B.08.220;

(h) Special meetings of the board of directors must be
preceded by at least two days' notice of the date, time, and
place of the meeting, and the notice need not describe the pur-
pose of the special meeting under RCW 23B.08.220;

(i) A quorum of a board of directors consists of a major-
ity of the number of directors under RCW 23B.08.240;

(j) If a quorum is present when a vote is taken, the affir-
mative vote of a majority of directors present is the act of the
board of directors under RCW 23B.08.240;

(k) A board of directors may create one or more commit-
tees and appoint members of the board of directors to serve
on them under RCW 23B.08.250; and

(1) Unless approved by shareholders, a corporation may
indemnify, or make advances to, a director only for reason-
able expenses incurred in the defense of any proceeding to
which the director was a party because of being a director to
the extent such action is consistent with RCW 23B.08.500
through 23B.08.580 under RCW 23B.08.590.

(4) The bylaws of a corporation may contain any provi-
sion for managing the business and regulating the affairs of
the corporation to the extent the provision does not infringe
upon or limit the exclusive authority of the board of directors
under RCW 23B.08.010(2)(b) or otherwise conflict with this
title or any other law, the articles of incorporation, or a share-
holders' agreement authorized by RCW 23B.07.320. [2011 ¢
328§ 1;2009 ¢ 189 § 5; 1989 ¢ 165 § 31.]

23B.02.070 Emergency bylaws. (1) Unless the articles
of incorporation provide otherwise, the board of directors of
a corporation may adopt bylaws to be effective only in an
emergency defined in subsection (4) of this section. The
emergency bylaws, which are subject to amendment or repeal
by the shareholders, may make all provisions necessary for
managing the corporation during the emergency, including:

(a) Procedures for calling a meeting of the board of
directors;

(b) Quorum requirements for the meeting; and

(c¢) Designation of additional or substitute directors.

(2) All provisions of the regular bylaws consistent with
the emergency bylaws remain effective during the emer-
gency. The emergency bylaws are not effective after the
emergency ends.

(3) Corporate action taken in good faith in accordance
with the emergency bylaws:

(a) Binds the corporation; and

(b) May not be used to impose liability on a corporate
director, officer, employee, or agent.

(4) An emergency exists for purposes of this section if a
quorum of the corporation's directors cannot readily be
assembled because of some catastrophic event. [1989 c 165
§32.]

Chapter 23B.03 RCW
POWERS AND PURPOSES

Sections

23B.03.010 Purposes.
23B.03.020 General powers.

[Title 23B RCW—page 9]



23B.03.010

23B.03.030 Emergency powers.
23B.03.040 Ultra vires.

23B.03.010 Purposes. (1) Every corporation incorpo-
rated under this title has the purpose of engaging in any law-
ful business unless a more limited purpose is set forth in the
articles of incorporation.

(2) Corporations organized for the purposes of banking
or engaging in business as an insurer shall not be organized
under this title. [1989 ¢ 165 § 33.]

23B.03.020 General powers. (1) Unless its articles of
incorporation provide otherwise, every corporation has per-
petual duration and succession in its corporate name.

(2) Unless its articles of incorporation provide otherwise,
every corporation has the same powers as an individual to do
all things necessary or convenient to carry out its business
and affairs, including without limitation, power:

(a) To sue and be sued, complain, and defend in its cor-
porate name;

(b) To have a corporate seal, which may be altered at
will, and to use it, or a facsimile of it, by impressing or affix-
ing it or in any other manner reproducing it;

(¢) To make and amend bylaws, not inconsistent with its
articles of incorporation or with the laws of this state, for
managing the business and regulating the affairs of the cor-
poration;

(d) To purchase, receive, lease, or otherwise acquire, and
own, hold, improve, use, and otherwise deal with, real or per-
sonal property, or any legal or equitable interest in property,
wherever located;

(e) To sell, convey, mortgage, pledge, lease, exchange,
and otherwise dispose of all or any part of its property;

(f) To purchase, receive, subscribe for, or otherwise
acquire; own, hold, vote, use, sell, mortgage, lend, pledge, or
otherwise dispose of; and deal in and with shares or other
interests in, or obligations of, any person;

(g) To make contracts, incur liabilities, borrow money,
issue its notes, bonds, and other obligations, which may be
convertible into or include the option to purchase other secu-
rities of the corporation, and secure any of its obligations by
mortgage or pledge of any of its property, franchises, or
income;

(h) To make guarantees respecting the contracts, securi-
ties, or obligations of any person; including, but not limited
to, any shareholder, affiliated or unaffiliated individual,
domestic or foreign corporation, partnership, association,
joint venture or trust, if such guarantee may reasonably be
expected to benefit, directly or indirectly, the guarantor cor-
poration. As to the enforceability of the guarantee, the deci-
sion of the board of directors that the guarantee may be rea-
sonably expected to benefit, directly or indirectly, the guaran-
tor corporation shall be binding in respect to the issue of
benefit to the guarantor corporation;

(1) To lend money, invest and reinvest its funds, and
receive and hold real and personal property as security for
repayment;

(j) To be a promoter, partner, member, associate, or man-
ager of any partnership, joint venture, trust, or other entity;

(k) To conduct its business, locate offices, and exercise
the powers granted by this title within or without this state;
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(1) To elect, appoint, or hire officers, employees, and
other agents of the corporation, define their duties, fix their
compensation, and lend them money and credit;

(m) To fix the compensation of directors, and lend them
money and credit;

(n) To pay pensions and establish pension plans, pension
trusts, profit sharing plans, share bonus plans, share option
plans, and benefit or incentive plans for any or all of its cur-
rent or former directors, officers, employees, and agents;

(o) To make donations for the public welfare or for char-
itable, scientific, or educational purposes;

(p) To transact any lawful business that will aid govern-
mental policy; and

(q) To make payments or donations, or do any other act,
not inconsistent with law, that furthers the business and
affairs of the corporation. [1989 ¢ 165 § 34.]

23B.03.030 Emergency powers. (1) In anticipation of
or during an emergency defined in subsection (4) of this sec-
tion, the board of directors of a corporation may:

(a) Modify lines of succession to accommodate the inca-
pacity of any director, officer, employee, or agent; and

(b) Relocate the principal office, designate alternative
principal offices or regional offices, or authorize the officers
to do so.

(2) During an emergency defined in subsection (4) of
this section, unless emergency bylaws provide otherwise:

(a) Notice of a meeting of the board of directors need be
given only to those directors whom it is practicable to reach
and may be given in any practicable manner, including by
publication and radio; and

(b) One or more officers of the corporation present at a
meeting of the board of directors may be deemed to be direc-
tors for the meeting in order of rank and within the same rank
in order of seniority, as necessary to achieve a quorum.

(3) Corporate action taken in good faith during an emer-
gency under this section to further the business affairs of the
corporation:

(a) Binds the corporation; and

(b) May not be used to impose liability on a corporate
director, officer, employee, or agent.

(4) An emergency exists for purposes of this section if a
quorum of the corporation's directors cannot readily be
assembled because of some catastrophic event. [1989 ¢ 165
§35.]

23B.03.040 Ultra vires. (1) Except as provided in sub-
section (2) of this section, corporate action may not be chal-
lenged on the ground that the corporation lacks or lacked
power to act.

(2) A corporation's power to act may be challenged:

(a) In a proceeding by a shareholder against the corpora-
tion to enjoin the act;

(b) In a proceeding by the corporation, directly, deriva-
tively, or through a receiver, trustee, or other legal represen-
tative, against an incumbent or former director, officer,
employee, or agent of the corporation; or

(c) In a proceeding by the attorney general under RCW
23B.14.300.

(3) In a shareholder's proceeding under subsection (2)(a)
of this section to enjoin an unauthorized corporate act, the
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court may enjoin or set aside the act, and may award damages
for loss suffered by the corporation or another party because
of enjoining or setting aside the unauthorized act. [1989 c
165 § 36.]

Chapter 23B.04 RCW
NAME

Sections

23B.04.010 Corporate name.
23B.04.020 Reserved name.
23B.04.030 Registered name.

23B.04.035 Certificate of authority as insurance company—Filing of
records.

23B.04.037 Certificate of authority as insurance company—Registration
or reservation of name.

23B.04.010 Corporate name. A corporate name must
comply with the requirements of Article 3 of chapter 23.95
RCW. [2015¢ 176 § 2114;2012 ¢ 215§ 18; 1998 ¢ 102 § 1;
1994 ¢ 211 § 1304. Prior: 1991 ¢ 269 § 36; 1991 ¢ 72 § 32;
1989 ¢ 165 § 37.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

Additional notes found at www.leg.wa.gov

23B.04.020 Reserved name. A person may reserve the
exclusive use of a corporate name in accordance with RCW
23.95.310. [2015¢ 176 § 2115; 1989 ¢ 165 § 38.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.04.030 Registered name. A foreign corporation
may register its corporate name in accordance with RCW
23.95.315. [2015 ¢ 176 § 2116; 1989 ¢ 165 § 39.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.04.035 Certificate of authority as insurance
company—Filing of records. For those corporations that
have a certificate of authority, are applying for, or intend to
apply for a certificate of authority from the insurance com-
missioner as an insurance company under chapter 48.05
RCW, whenever under this chapter corporate records are
required to be filed with the secretary of state, the records
shall be filed with the insurance commissioner rather than the
secretary of state. [2002 ¢ 297 § 14; 1998 ¢ 23 § 7.]

23B.04.037 Certificate of authority as insurance
company—Registration or reservation of name. For those
corporations that intend to apply for a certificate of authority
from the insurance commissioner as an insurance company
under chapter 48.05 RCW, whenever under this chapter a
corporation may register or reserve a corporate name, the reg-
istration or reservation shall be filed with the insurance com-
missioner rather than the secretary of state. The secretary of
state and insurance commissioner shall cooperate with each
other in registering or reserving a corporate name so that
there is no duplication of the name. [1998 ¢ 23 § 8.]
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Chapter 23B.05 RCW
OFFICE AND AGENT

Sections

23B.05.010 Registered agent.

23B.05.020 Change of registered agent.

23B.05.030 Resignation of registered agent.

23B.05.040 Service on corporation.

23B.05.050 Annual meeting of shareholders—Limitations—Terms of
directors.

23B.05.010 Registered agent. Each corporation must
continuously maintain in this state a registered agent in
accordance with Article 4 of chapter 23.95 RCW. [2015 ¢
176 § 2117; 2002 ¢ 297 § 15; 1989 ¢ 165 § 40.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.05.020 Change of registered agent. (1) A corpo-
ration may change its registered agent in accordance with
RCW 23.95.430.

(2) A registered agent may change its information on file
with the secretary of state in accordance with RCW
23.95.435 or 23.95.440. [2015 ¢ 176 § 2118; 2002 ¢ 297 §
16; 1989 ¢ 165 § 41.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.05.030 Resignation of registered agent. A regis-
tered agent may resign as agent by delivering to the secretary
of state for filing a statement of resignation in accordance
with RCW 23.95.445. [2015¢ 176 § 2119; 1989 ¢ 165 § 42.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.05.040 Service on corporation. Service of pro-
cess, notice, or demand required or permitted by law to be
served on the corporation may be made in accordance with
RCW 23.95.450. [2015 ¢ 176 § 2120; 1989 ¢ 165 § 43.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.05.050 Annual meeting of shareholders—Lim-
itations—Terms of directors. A corporation registered
under the investment company act of 1940 that limits the
requirement to hold an annual meeting of shareholders in
accordance with RCW 23B.07.010(2) may include in its arti-
cles of incorporation or bylaws a provision establishing terms
of directors which terms may be longer than one year. [1994
€256 §31.]

Findings—Construction—1994 ¢ 256: See RCW 43.320.007.

Chapter 23B.06 RCW
SHARES AND DISTRIBUTIONS

Sections

23B.06.010 Authorized shares.

23B.06.020 Terms of class or series.

23B.06.030 Issued and outstanding shares.

23B.06.040 Fractional shares.

23B.06.200 Subscription for shares before incorporation.
23B.06.210 Issuance of shares.

23B.06.220 Liability of shareholders.

23B.06.230 Share dividends.

23B.06.240 Share options.

23B.06.250 Certificates.

[Title 23B RCW—page 11]



23B.06.010

23B.06.260 Shares without certificates.

23B.06.270 Restriction on transfer of shares and other securities.
23B.06.280 Expense of issue.

23B.06.300 Shareholders' preemptive rights.

23B.06.310 Corporation's acquisition of its own shares.
23B.06.400 Distributions to shareholders.

23B.06.010 Authorized shares. (1) The articles of
incorporation must prescribe the classes of shares and the
number of shares of each class that the corporation is autho-
rized to issue.

(a) If more than one class of shares is authorized, the arti-
cles of incorporation must prescribe a distinguishing designa-
tion for each class, and, prior to the issuance of shares of a
class, the preferences, limitations, voting powers, and relative
rights of that class must be described in the articles of incor-
poration.

(b) Preferences, limitations, voting powers, or relative
rights of or on any class or series of shares or the holders
thereof may be made dependent upon facts ascertainable out-
side the articles of incorporation, if the manner in which such
facts shall operate on the preferences, limitations, voting
powers, or relative rights of such class or series of shares or
the holders thereof is set forth in the articles of incorporation.
"Facts ascertainable outside the articles of incorporation”
includes, but is not limited to, the existence of any condition
or the occurrence of any event, including, without limitation,
a determination or action by any person or body, including
the corporation, its board of directors, or an officer,
employee, or agent of the corporation.

(c) All shares of a class must have preferences, limita-
tions, voting powers, and relative rights identical with those
of other shares of the same class except to the extent other-
wise permitted by (b) of this subsection or RCW 23B.06.020.

(2) The articles of incorporation must authorize (a) one
or more classes of shares that together have unlimited voting
rights, and (b) one or more classes of shares, which may be
the same class or classes as those with voting rights, that
together are entitled to receive the net assets of the corpora-
tion upon dissolution.

(3) The articles of incorporation may authorize one or
more classes of shares that:

(a) Have special, conditional, or limited voting rights, or
no right to vote, except to the extent prohibited by this title;

(b) Are redeemable or convertible as specified in the arti-
cles of incorporation (i) at the option of the corporation, the
shareholder, or another person or upon the occurrence of a
designated event, (ii) for cash, indebtedness, securities, or
other property, (iii) in a designated amount or in an amount
determined in accordance with a designated formula or by
reference to extrinsic data or events;

(c) Entitle the holders to distributions calculated in any
manner, including dividends that may be cumulative, noncu-
mulative, or partially cumulative; or

(d) Have preference over any other class of shares with
respect to distributions, including dividends and distributions
upon the dissolution of the corporation.

(4) The description of the designations, preferences, lim-
itations, and relative rights of share classes in subsection (3)
of this section is not exhaustive. [1998 ¢ 104 § 1; 1989 ¢ 165
§44.]
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23B.06.020 Terms of class or series. (1) If the articles
of incorporation so provide, the board of directors may deter-
mine, in whole or part, the preferences, limitations, voting
powers, and relative rights, within the limits set forth in RCW
23B.06.010(1)(b) and this section of (a) any class of shares
before the issuance of any shares of that class, or (b) one or
more series within a class, and designate the number of
shares within that series, before the issuance of any shares of
that series.

(2) Each series of a class must be given a distinguishing
designation.

(3) All shares of a series must have preferences, limita-
tions, voting powers, and relative rights identical with those
of other shares of the same series, except to the extent other-
wise permitted by RCW 23B.06.010(1)(b). All shares of a
series must have preferences, limitations, voting powers, and
relative rights identical with those of shares of other series of
the same class, except to the extent otherwise provided in the
description of the series.

(4) Before issuing any shares of a class or series created
under this section, the corporation must deliver to the secre-
tary of state for filing articles of amendment, which are effec-
tive without shareholder approval, that set forth:

(a) The name of the corporation;

(b) The text of the amendment determining the terms of
the class or series of shares;

(c¢) The date it was adopted; and

(d) The statement that the amendment was duly adopted
by the board of directors.

(5) Unless the articles of incorporation provide other-
wise, the board of directors may, after the issuance of shares
of a series whose number it is authorized to designate, amend
the resolution establishing the series to decrease, but not
below the number of shares of such series then outstanding,
the number of authorized shares of that series, by filing arti-
cles of amendment, which are effective without shareholder
approval, in the manner provided in subsection (4) of this
section. [2009 ¢ 189 § 6; 1998 ¢ 104 § 2; 1989 ¢ 165 § 45.]

23B.06.030 Issued and outstanding shares. (1) A cor-
poration may issue the number of shares of each class or
series authorized by the articles of incorporation. Shares that
are issued are outstanding shares until they are reacquired,
redeemed, converted, or canceled.

(2) The reacquisition, redemption, or conversion of out-
standing shares is subject to the limitations of subsection (4)
of this section and to RCW 23B.06.400.

(3) Redeemable shares are deemed to have been
redeemed and not entitled to vote after notice of redemption
is delivered to the holders in compliance with RCW
23B.01.410 and a sum sufficient to redeem the shares has
been deposited with a bank, trust company, or other financial
institution under an irrevocable obligation to pay the holders
the redemption price on surrender of the shares.

(4) At all times that shares of the corporation are out-
standing, one or more shares that together have unlimited
voting rights and one or more shares that together are entitled
to receive the net assets of the corporation upon dissolution
must be outstanding. [2002 ¢ 297 § 17; 1989 ¢ 165 § 46.]
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23B.06.040 Fractional shares. (1) A corporation may:

(a) Issue fractions of a share or pay in money the value of
fractions of a share;

(b) Arrange for disposition of fractional shares by the
shareholders;

(c) Issue scrip in registered or bearer form entitling the
holder to receive a full share upon surrendering enough scrip
to equal a full share.

(2) Each certificate representing scrip must be conspicu-
ously labeled "scrip" and must contain the information
required by RCW 23B.06.250(2).

(3) The holder of a fractional share is entitled to exercise
the rights of a shareholder, including the right to vote, to
receive dividends, and to participate in the assets of the cor-
poration upon liquidation. The holder of scrip is not entitled
to any of these rights unless the scrip provides for them.

(4) The board of directors may approve the issuance of
scrip subject to any condition considered desirable, includ-
ing:

(a) That the scrip will become void if not exchanged for
full shares before a specified date; and

(b) That the shares for which the scrip is exchangeable
may be sold and the proceeds paid to the scripholders. [2009
c 189§ 7; 1989 ¢ 165 § 47.]

23B.06.200 Subscription for shares before incorpo-
ration. (1) A written subscription for shares entered into
before incorporation is irrevocable for six months unless the
subscription agreement provides a longer or shorter period or
all the subscribers agree to revocation.

(2) The board of directors may determine the payment
terms of subscriptions for shares that were entered into before
incorporation, unless the subscription agreement specifies
them. A call for payment by the board of directors must be
uniform so far as practicable as to all shares of the same class
or series, unless the subscription agreement specifies other-
wise.

(3) Shares issued pursuant to subscriptions entered into
before incorporation are fully paid and nonassessable when
the corporation receives the consideration specified in the
subscription agreement.

(4) If a subscriber defaults in payment of money or prop-
erty under a subscription agreement entered into before
incorporation, the corporation may collect the amount owed
as any other debt. Alternatively, unless the subscription
agreement provides otherwise, the corporation may rescind
the agreement and may sell the shares if the debt remains
unpaid more than twenty days after the corporation sends
written demand for payment to the subscriber.

(5) A subscription agreement entered into after incorpo-
ration is a contract between the subscriber and the corpora-
tion subject to RCW 23B.06.210. [1989 ¢ 165 § 48.]

23B.06.210 Issuance of shares. (1) The powers granted
in this section to the board of directors may be reserved to the
shareholders by the articles of incorporation.

(2) Any issuance of shares must be approved by the
board of directors. Shares may be issued for consideration
consisting of any tangible or intangible property or benefit to
the corporation, including cash, promissory notes, services
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performed, contracts for services to be performed, or other
securities of the corporation.

(3) A good faith determination by the board of directors
that the consideration received or to be received for the shares
to be issued is adequate is conclusive insofar as the adequacy
of consideration relates to whether the shares are validly
issued, fully paid and nonassessable. When the board of
directors has made such a determination and the corporation
has received the consideration, the shares issued therefor are
fully paid and nonassessable.

(4) The corporation may place in escrow shares issued
for a contract for future services or benefits or a promissory
note, or make other arrangements to restrict the transfer of the
shares, and may credit distributions in respect to the shares
against their purchase price, until the services are performed,
the benefits are received, or the note is paid. If the services
are not performed, the benefits are not received, or the note is
not paid, the shares escrowed or restricted and the distribu-
tions credited may be canceled in whole or part.

(5) Where it cannot be determined that outstanding
shares are fully paid and nonassessable, there shall be a con-
clusive presumption that such shares are fully paid and non-
assessable if the board of directors makes a good faith deter-
mination that there is no substantial evidence that the full
consideration for such shares has not been paid. [2009 ¢ 189
§ 8; 1989 ¢ 165 § 49.]

23B.06.220 Liability of shareholders. A purchaser
from a corporation of its own shares is not liable to the corpo-
ration or its creditors with respect to the shares except to pay
the consideration for which the shares were approved to be
issued under RCW 23B.06.210 or specified in the subscrip-
tion agreement under RCW 23B.06.200. [2009 c 189 § 9;
1989 ¢ 165 § 50.]

23B.06.230 Share dividends. (1) Unless the articles of
incorporation provide otherwise, shares may be issued pro
rata and without consideration to the corporation's sharehold-
ers or to the shareholders of one or more classes or series. An
issuance of shares under this subsection is a share dividend.

(2) Shares of one class or series may not be issued as a
share dividend in respect to shares of another class or series
unless (a) the articles of incorporation so authorize, (b) a
majority of the votes entitled to be cast by the class or series
to be issued approve the issue, or (c) there are no outstanding
shares of the class or series to be issued. [1989 ¢ 165 § 51.]

23B.06.240 Share options. (1) Unless the articles of
incorporation provide otherwise, a corporation may issue
rights, options, or warrants for the purchase of shares of the
corporation. The board of directors shall determine the terms
upon which the rights, options, or warrants are issued, their
form and content, and the terms and conditions relating to
their exercise, including the time or times, the conditions
precedent, and the consideration for which and the holders by
whom the rights, options, or warrants may be exercised.

(2) The terms of rights, options, or warrants, including
the time or times, the conditions precedent, and the consider-
ation for which and the holders by whom the rights, options,
or warrants may be exercised, as well as their duration (a)
may preclude or limit the exercise, transfer, or receipt of such
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rights, options, or warrants or invalidate or void any rights,
options, or warrants and (b) may be made dependent upon
facts ascertainable outside the documents evidencing them or
outside the resolution or resolutions adopted by the board of
directors creating such rights, options, or warrants if the man-
ner in which those facts operate on the rights, options, or war-
rants or the holders thereof is clearly set forth in the docu-
ments or the resolutions. "Facts ascertainable outside the doc-
uments evidencing them or outside the resolution or
resolutions adopted by the board of directors creating such
rights, options, or warrants" includes, but is not limited to, the
existence of any condition or the occurrence of any event,
including, without limitation, a determination or action by
any person or body, including the corporation, its board of
directors, or an officer, employee, or agent of the corporation.
[1998 ¢ 104 § 3; 1989 ¢ 165 § 52.]

23B.06.250 Certificates. (1) Shares may but need not
be represented by certificates. Unless this title or another stat-
ute expressly provides otherwise, the rights and obligations
of shareholders are identical whether or not their shares are
represented by certificates.

(2) At a minimum each share certificate must state on its
face:

(a) The name of the issuing corporation and that it is
organized under the laws of this state;

(b) The name of the person to whom issued; and

(¢) The number and class of shares and the designation
of the series, if any, the certificate represents.

(3) If the issuing corporation is authorized to issue dif-
ferent classes of shares or different series within a class, the
designations, relative rights, preferences, and limitations
applicable to each class and the variations in rights, prefer-
ences, and limitations determined for each series, and the
authority of the board of directors to determine variations for
future series, must be summarized on the front or back of
each certificate. Alternatively, each certificate may state con-
spicuously on its front or back that the corporation will fur-
nish the shareholder this information without charge on
request in writing.

(4) Each share certificate (a) must be signed, either man-
ually or in facsimile, by two officers designated in the bylaws
or by the board of directors and (b) may bear the corporate
seal or its facsimile.

(5) If the person who signed, either manually or in fac-
simile, a share certificate no longer holds office when the cer-
tificate is issued, the certificate is nevertheless valid. [1989 ¢
165 § 53.]

23B.06.260 Shares without certificates. (1) Unless the
articles of incorporation or bylaws provide otherwise, the
board of directors of a corporation may approve the issue of
some or all of the shares of any or all of its classes or series
without certificates. The approval does not affect shares
already represented by certificates until they are surrendered
to the corporation.

(2) Within a reasonable time after the issue or transfer of
shares without certificates, the corporation shall send the
shareholder a record containing the information required on
certificates by RCW 23B.06.250 (2) and (3), and, if applica-
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ble, RCW 23B.06.270. [2009 ¢ 189 § 10; 2002 ¢ 297 § 18;
1989 ¢ 165 § 54.]

23B.06.270 Restriction on transfer of shares and
other securities. (1) The articles of incorporation, bylaws,
an agreement among shareholders, or an agreement between
shareholders and the corporation may impose restrictions on
the transfer or registration of transfer of shares of the corpo-
ration. A restriction does not affect shares issued before the
restriction was adopted unless the holders of the shares are
parties to the restriction agreement or voted in favor of the
restriction.

(2) A restriction on the transfer or registration of transfer
of shares is valid and enforceable against the holder or a
transferee of the holder if the restriction is authorized by this
section and its existence is noted conspicuously on the front
or back of the certificate or is contained in the information
statement required by RCW 23B.06.260(2). Unless so noted,
a restriction is not enforceable against a person without
knowledge of the restriction.

(3) A restriction on the transfer or registration of transfer
of shares is authorized:

(a) To maintain the corporation's status when it is depen-
dent on the number or identity of its shareholders;

(b) To preserve exemptions under federal or state
securities law; or

(c) For any other reasonable purpose.

(4) A restriction on the transfer or registration of transfer
of shares may:

(a) Obligate the shareholder first to offer the corporation
or other persons, separately, consecutively, or simultane-
ously, an opportunity to acquire the restricted shares;

(b) Obligate the corporation or other persons, separately,
consecutively, or simultaneously, to acquire the restricted
shares;

(c) Require the corporation, the holders of any class of its
shares, or another person to approve the transfer of the
restricted shares, if the requirement is not manifestly unrea-
sonable; or

(d) Prohibit the transfer of the restricted shares to desig-
nated persons or classes of persons, if the prohibition is not
manifestly unreasonable.

(5) For purposes of this section, "shares" includes a secu-
rity convertible into or carrying a right to subscribe for or
acquire shares. [1989 ¢ 165 § 55.]

23B.06.280 Expense of issue. A corporation may pay
the expenses of selling or underwriting its shares, and of
organizing or reorganizing the corporation, from the consid-
eration received for shares. [1989 ¢ 165 § 56.]

23B.06.300 Shareholders' preemptive rights. (1)
Unless the articles of incorporation provide otherwise, and
subject to the limitations in subsections (3) and (4) of this
section, the shareholders of a corporation have a preemptive
right, granted on uniform terms and conditions prescribed by
the board of directors to provide a fair and reasonable oppor-
tunity to exercise the right, to acquire proportional amounts
of the corporation's unissued shares upon the decision of the
board of directors to issue them.
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(2) Unless the articles of incorporation provide other-
wise, a shareholder may waive the shareholder's preemptive
right. A waiver evidenced by an executed record is irrevoca-
ble even though it is not supported by consideration.

(3) Unless the articles of incorporation provide other-
wise, there is no preemptive right with respect to:

(a) Shares issued as compensation to directors, officers,
agents, or employees of the corporation, or its subsidiaries or
affiliates;

(b) Shares issued to satisfy conversion or option rights
created to provide compensation to directors, officers, agents,
or employees of the corporation, or its subsidiaries or affili-
ates;

(c) Shares issued pursuant to the corporation's initial
plan of financing; and

(d) Shares sold otherwise than for money.

(4) Unless the articles of incorporation provide other-
wise:

(a) Holders of shares of any class without general voting
rights but with preferential rights to distributions or assets
have no preemptive rights with respect to shares of any class;
and

(b) Holders of shares of any class with general voting
rights but without preferential rights to distributions or assets
have no preemptive rights with respect to shares of any class
with preferential rights to distributions or assets unless the
shares with preferential rights are convertible into or carry a
right to subscribe for or acquire shares without preferential
rights.

(5) Unless the articles of incorporation provide other-
wise, shares subject to preemptive rights that are not acquired
by shareholders may be issued to any person for a period of
one year after being offered to shareholders at a consideration
set by the board of directors that is not lower than the consid-
eration set for the exercise of preemptive rights. An offer ata
lower consideration or after the expiration of one year is sub-
ject to the shareholders' preemptive rights.

(6) For purposes of this section, "shares" includes a secu-
rity convertible into or carrying a right to subscribe for or
acquire shares. [2002 ¢ 297 § 19; 1989 ¢ 165 § 57.]

23B.06.310 Corporation's acquisition of its own
shares. (1) A corporation may acquire its own shares and
shares so acquired constitute authorized but unissued shares.

(2) If the articles of incorporation prohibit the reissue of
acquired shares, the number of authorized shares is reduced
by the number of shares acquired, effective upon amendment
of the articles of incorporation.

(3) The board of directors may adopt articles of amend-
ment under this section without shareholder approval and
deliver them to the secretary of state for filing. The articles
must set forth:

(a) The name of the corporation;

(b) The reduction in the number of authorized shares,
itemized by class and series; and

(c) The total number of authorized shares, itemized by
class and series, remaining after reduction of the shares.
[2009 ¢ 189 § 11; 1989 ¢ 165 § 58.]

23B.06.400 Distributions to shareholders. (1) A
board of directors may approve and the corporation may
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make distributions to its shareholders subject to restriction by
the articles of incorporation and the limitation in subsection
(2) of this section.

(2) No distribution may be made if, after giving it effect:

(a) The corporation would not be able to pay its liabili-
ties as they become due in the usual course of business; or

(b) The corporation's total assets would be less than the
sum of its total liabilities plus, unless the articles of incorpo-
ration permit otherwise, the amount that would be needed, if
the corporation were to be dissolved at the time of the distri-
bution, to satisfy the preferential rights upon dissolution of
shareholders whose preferential rights are superior to those
receiving the distribution.

(3) For purposes of determinations under subsection (2)
of this section:

(a) The board of directors may base a determination that
a distribution is not prohibited under subsection (2) of this
section either on financial statements prepared on the basis of
accounting practices and principles that are reasonable in the
circumstances or on a fair valuation or other method that is
reasonable in the circumstances; and

(b) Indebtedness of a corporation, including indebted-
ness issued as a distribution, is not considered a liability if its
terms provide that payment of principal and interest are made
only if and to the extent that payment of a distribution to
shareholders could then be made under this section.

(4) The effect of a distribution under subsection (2) of
this section is measured:

(a) In the case of a distribution of indebtedness, the terms
of which provide that payment of principal and interest are
made only if and to the extent that payment of a distribution
to shareholders could then be made under this section, each
payment of principal or interest is treated as a distribution,
the effect of which is measured on the date the payment is
actually made; or

(b) In the case of any other distribution:

(1) If the distribution is by purchase, redemption, or other
acquisition of the corporation's shares, the effect of the distri-
bution is measured as of the earlier of the date any money or
other property is transferred or debt incurred by the corpora-
tion, or the date the shareholder ceases to be a shareholder
with respect to the acquired shares;

(i1) If the distribution is of indebtedness other than that
described in subsection (4) (a) and (b)(i) of this section, the
effect of the distribution is measured as of the date the indebt-
edness is distributed; and

(iii) In all other cases, the effect of the distribution is
measured as of the date the distribution is approved if pay-
ment occurs within one hundred twenty days after the date of
approval, or the date the payment is made if it occurs more
than one hundred twenty days after the date of approval.

(5) A corporation's indebtedness to a shareholder
incurred by reason of a distribution made in accordance with
this section is at parity with the corporation's indebtedness to
its general, unsecured creditors except to the extent provided
otherwise by agreement.

(6) In circumstances to which this section and related
sections of this title are applicable, such provisions supersede
the applicability of any other statutes of this state with respect
to the legality of distributions.
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(7) A transfer of the assets of a dissolved corporation to
a trust or other successor entity of the type described in RCW
23B.14.030(4) constitutes a distribution subject to subsection
(2) of this section only when and to the extent that the trust or
successor entity distributes assets to shareholders. [2009 ¢
189 § 12;2006 ¢ 52 § 2; 1990 ¢ 178 § 10; 1989 ¢ 165 § 59.]

Additional notes found at www.leg.wa.gov

Chapter 23B.07 RCW
SHAREHOLDERS

Sections

23B.07.010 Annual meeting.

23B.07.020 Special meeting.

23B.07.030 Court-ordered meeting.

23B.07.035 Inspectors to act at meetings—Appointment—Duties—Cer-
tain corporations.

23B.07.040 Corporate action without meeting.

23B.07.050 Notice of meeting.

23B.07.060 Waiver of notice.

23B.07.070 Record date.

23B.07.080 Shareholder participation by means of communication equip-
ment.

23B.07.200 Shareholders' list for meeting.

23B.07.210 Voting entitlement of shares.

23B.07.220 Proxies.

23B.07.230 Shares held by nominees.

23B.07.240 Corporation's acceptance of votes.

23B.07.250 Quorum and voting requirements.

23B.07.260 Corporate action by single and multiple voting groups.

23B.07.270 Greater or lesser quorum or voting requirements.

23B.07.280 Voting for directors—Cumulative voting.

23B.07.300 Voting trusts.

23B.07.310 Voting agreements.

23B.07.320 Agreements among shareholders—Acquisition of shares after
agreement.

23B.07.400 Derivative proceedings procedure.

23B.07.010 Annual meeting. (1) Except as provided in
subsections (2) and (5) of this section, a corporation shall
hold a meeting of shareholders annually for the election of
directors at a time stated in or fixed in accordance with the
bylaws.

(2)(a) If the articles of incorporation or the bylaws of a
corporation registered as an investment company under the
investment company act of 1940 so provide, the corporation
is not required to hold an annual meeting of shareholders in
any year in which the election of directors is not required by
the investment company act of 1940.

(b) If a corporation is required under (a) of this subsec-
tion to hold an annual meeting of shareholders to elect direc-
tors, the meeting shall be held no later than one hundred
twenty days after the occurrence of the event requiring the
meeting.

(3) Annual shareholders' meetings may be held in or out
of this state at the place stated in or fixed in accordance with
the bylaws. If no place is stated in or fixed in accordance with
the bylaws, annual meetings shall be held at the corporation's
principal office.

(4) The failure to hold an annual meeting at the time
stated in or fixed in accordance with a corporation's bylaws
does not affect the validity of any corporate action.

(5) Shareholders may act by consent set forth in a record
to elect directors as permitted by RCW 23B.07.040 in licu of
holding an annual meeting. [2002 ¢ 297 § 20; 1994 ¢ 256 §
28; 1989 ¢ 165 § 60.]

Findings—Construction—1994 ¢ 256: See RCW 43.320.007.
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23B.07.020 Special meeting. (1) A corporation shall
hold a special meeting of shareholders:

(a) On call of its board of directors or the person or per-
sons authorized to do so by the articles of incorporation or
bylaws; or

(b) Except as set forth in subsections (2) and (3) of this
section, if the holders of at least ten percent of all the votes
entitled to be cast on any issue proposed to be considered at
the proposed special meeting deliver to the corporation's sec-
retary one or more demands set forth in an executed and
dated record for the meeting describing the purpose or pur-
poses for which it is to be held, which demands shall be set
forth either (i) in an executed record or (ii) if the corporation
has designated an address, location, or system to which the
demands may be electronically transmitted and the demands
are electronically transmitted to that designated address,
location, or system, in an executed electronically transmitted
record.

(2) The right of shareholders of a public company to call
a special meeting may be limited or denied to the extent pro-
vided in the articles of incorporation.

(3) If the corporation is other than a public company, the
articles or bylaws may require the demand specified in sub-
section (1)(b) of this section be made by a greater percentage,
not in excess of twenty-five percent, of all the votes entitled
to be cast on any issue proposed to be considered at the pro-
posed special meeting.

(4) If not otherwise fixed under RCW 23B.07.030 or
23B.07.070, the record date for determining shareholders
entitled to demand a special meeting is the date of delivery of
the first shareholder demand in compliance with subsection
(1) of this section.

(5) Special shareholders' meetings may be held in or out
of this state at the place stated in or fixed in accordance with
the bylaws. If no place is stated or fixed in accordance with
the bylaws, special meetings shall be held at the corporation's
principal office.

(6) Only business within the purpose or purposes
described in the meeting notice required by RCW
23B.07.050(3) may be conducted at a special shareholders'
meeting. [2002 ¢ 297 § 21; 1989 ¢ 165 § 61.]

23B.07.030 Court-ordered meeting. (1) The superior
court of the county in which the corporation's registered
office is located may, after notice to the corporation, sum-
marily order a meeting to be held:

(a) On application of any shareholder of the corporation
entitled to vote in the election of directors at an annual meet-
ing, if an annual meeting was not held within the earlier of six
months after the end of the corporation's fiscal year or fifteen
months after its last annual meeting or approval of corporate
action by shareholder consent in lieu of such a meeting; or

(b) On application of a sharecholder who executed a
demand for a special meeting valid under RCW 23B.07.020,
if:

(i) Notice of the special meeting was not given within
thirty days after the date the demand was delivered to the cor-
poration's secretary; or

(i1) The special meeting was not held in accordance with
the notice.
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(2) The court may, after notice to the corporation, fix the
time and place of the meeting, determine the shares and
shareholders entitled to participate in the meeting, specify a
record date for determining shareholders entitled to notice of
and to vote at the meeting, prescribe the manner, form, and
content of the meeting notice, fix the quorum required for
specific matters to be considered at the meeting, or direct that
the votes represented at the meeting constitute a quorum for
approval of those matters, and enter other orders necessary to
accomplish the purpose or purposes of the meeting. [2009 ¢
189 § 13;2002 ¢ 297 § 22; 1989 ¢ 165 § 62.]

23B.07.035 Inspectors to act at meetings—Appoint-
ment—Duties—Certain corporations. (1) A corporation
having any shares listed on a national securities exchange or
regularly traded in a market maintained by one or more mem-
bers of a national or affiliated securities association shall, and
any other corporation may, appoint one or more inspectors to
act at a meeting of shareholders and make a written report of
the inspectors' determinations. Each inspector shall take and
sign an oath faithfully to execute the duties of inspector with
strict impartiality and according to the best of the inspector's
ability.

(2) The inspectors shall:

(a) Ascertain the number of shares outstanding and the
voting power of each;

(b) Determine the shares represented at a meeting;

(c) Determine the validity of proxies and ballots;

(d) Count all votes; and

(e) Determine the result.

(3) An inspector may be an officer or employee of the
corporation.

(4) If no challenge of a determination by the inspectors is
timely made, such determination is conclusive. Challenge of
any determination by the inspectors may be made in a court
of competent jurisdiction. [2007 ¢ 467 § 6.]

23B.07.040 Corporate action without meeting. (1)(a)
Corporate action required or permitted by this title to be
approved by a sharcholder vote at a meeting may be approved
without a meeting or a vote if either:

(1) The corporate action is approved by all shareholders
entitled to vote on the corporate action; or

(i1) The corporate action is approved by shareholders
holding of record or otherwise entitled to vote in the aggre-
gate not less than the minimum number of votes that would
be necessary to approve such corporate action at a meeting at
which all shares entitled to vote on the corporate action were
present and voted, and at the time the corporate action is
approved the corporation is not a public company and is
authorized to approve such corporate action under this sub-
section (1)(a)(ii) by a general or limited authorization con-
tained in its articles of incorporation.

(b) Corporate action may be approved by shareholders
without a meeting or a vote by means of execution of a single
consent or multiple counterpart consents by shareholders
holding of record or otherwise entitled to vote in the aggre-
gate not less than the minimum number of votes necessary
under (a)(i) or (ii) of this subsection. Any such shareholder
consent must: (i) Be in the form of an executed record; (ii)
indicate the date of execution of the consent by each share-
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holder who executes it, which date must be on or after the
applicable record date determined in accordance with subsec-
tion (2) of this section; (iii) describe the corporate action
being approved; (iv) when delivered to each shareholder for
execution, include or be accompanied by the same material
that would have been required by this title to be delivered to
shareholders in or accompanying a notice of meeting at
which the proposed corporate action would have been sub-
mitted for shareholder approval; and (v) be delivered to the
corporation for inclusion in the minutes or filing with the cor-
porate records in accordance with subsection (4) of this sec-
tion. A shareholder may withdraw an executed shareholder
consent by delivering a notice of withdrawal in the form of an
executed record to the corporation prior to the time when
shareholder consents sufficient to approve the corporate
action have been delivered to the corporation.

(2) The record date for determining shareholders entitled
to approve a corporate action without a meeting may be fixed
under RCW 23B.07.030 or 23B.07.070, but if not so fixed
shall be the date of execution indicated on the earliest dated
shareholder consent executed under subsection (1) of this
section, even though such shareholder consent may not have
been delivered to the corporation on that date.

(3)(a) Notice that sharecholder consents are being sought
under subsection (1)(a) of this section shall be given, by the
corporation or by another person soliciting such consents, on
or promptly after the record date, to all shareholders entitled
to vote on the record date who have not yet executed the
shareholder consent and, if this title would otherwise require
that notice of a meeting of shareholders to consider the pro-
posed corporate action be given to nonvoting shareholders, to
all nonvoting shareholders as of the record date. Notice given
under this subsection (3)(a) shall include or be accompanied
by the same information required to be included in or to
accompany the shareholder consent under subsection
(1)(b)(iii) and (iv) of this section.

(b) Notice that sufficient sharcholder consents have been
executed to approve the proposed corporate action under
either of subsection (1)(a)(i) or (ii) of this section shall be
given by the corporation, promptly after delivery to the cor-
poration of shareholder consents sufficient to approve the
corporate action in accordance with subsection (4) of this sec-
tion, to all shareholders entitled to vote on the record date
and, if this title would otherwise require that notice of a meet-
ing of shareholders to consider the proposed corporate action
be given to nonvoting shareholders, to all nonvoting share-
holders as of the record date.

(4) Unless the consent executed by shareholders speci-
fies a later effective date, sharecholder approval obtained
under this section is effective when: (a) Executed shareholder
consents sufficient to approve the proposed corporate action
have been delivered to the corporation, either at an address
designated by the corporation for delivery of such share-
holder consents or at the corporation's registered office, or to
such electronic address, location, or system as the corpora-
tion may have designated for delivery of such shareholder
consents; and (b) any period of advance notice required by
the corporation's articles of incorporation to be given to any
nonconsenting shareholders has been satisfied. Executed
shareholder consents are not effective to approve a proposed
corporate action unless, within sixty days after the date of the
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earliest dated shareholder consent delivered to the corpora-
tion, consents executed by a sufficient number of sharehold-
ers to approve the corporate action are delivered to the corpo-
ration.

(5) Approval of corporate action by execution of share-
holder consents under this section has the effect of a meeting
vote and may be described as such in any record, except that,
if the corporate action requires the filing of a certificate under
any other section of this title, the certificate so filed shall
state, in lieu of any statement required by that section con-
cerning any vote of shareholders, that shareholder approval
has been obtained in accordance with this section and that
notice to any nonconsenting shareholders has been given to
the extent required by this section. [2009 ¢ 189 § 14; 2002 ¢
297 §23;1997 ¢ 19§ 2; 1991 ¢ 72 § 33; 1989 ¢ 165 § 63.]

23B.07.050 Notice of meeting. (1) A corporation shall
notify shareholders of the date, time, and place of each annual
and special shareholders' meeting. Such notice shall be given
no fewer than ten nor more than sixty days before the meeting
date, except that notice of a shareholders' meeting to act on an
amendment to the articles of incorporation, a plan of merger
or share exchange, a proposed sale of assets pursuant to RCW
23B.12.020, or the dissolution of the corporation shall be
given no fewer than twenty nor more than sixty days before
the meeting date. Unless this title or the articles of incorpora-
tion require otherwise, the corporation is required to give
notice only to shareholders entitled to vote at the meeting.

(2) Unless this title or the articles of incorporation
require otherwise, notice of an annual meeting need not
include a description of the purpose or purposes for which the
meeting is called.

(3) Notice of a special meeting must include a descrip-
tion of the purpose or purposes for which the meeting is
called.

(4) Unless the bylaws require otherwise, if an annual or
special shareholders' meeting is adjourned to a different date,
time, or place, notice need not be given of the new date, time,
or place if the new date, time, or place is announced at the
meeting before adjournment. If a new record date for the
adjourned meeting is or must be fixed under RCW
23B.07.070, however, notice of the adjourned meeting must
be given under this section to persons who are sharecholders
as of the new record date. [1989 ¢ 165 § 64.]

23B.07.060 Waiver of notice. (1) A shareholder may
waive any notice required by this title, the articles of incorpo-
ration, or bylaws before or after the date and time of the meet-
ing that is the subject of such notice, or in the case of notice
required by RCW 23B.07.040(3), before or after the corpo-
rate action to be approved by executed consent becomes
effective. Except as provided by subsections (2) and (3) of
this section, the waiver must be delivered by the shareholder
entitled to notice to the corporation for inclusion in the min-
utes or filing with the corporate records, which waiver shall
be set forth either (a) in an executed and dated record or (b) if
the corporation has designated an address, location, or system
to which the waiver may be electronically transmitted and the
waiver is electronically transmitted to the designated address,
location, or system, in an executed and dated electronically
transmitted record.
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(2) A shareholder's attendance at a meeting waives
objection to lack of notice or defective notice of the meeting,
unless the shareholder at the beginning of the meeting objects
to holding the meeting or transacting business at the meeting.

(3) A shareholder waives objection to consideration of a
particular matter at a meeting that is not within the purpose or
purposes described in the meeting notice, unless the share-
holder objects to considering the matter when it is presented.
[2009 ¢ 189 § 15;2002 ¢ 297 § 24; 1991 ¢ 72 § 34; 1989 ¢ 165
§ 65.]

23B.07.070 Record date. (1) The bylaws may fix or
provide the manner of fixing the record date for one or more
voting groups in order to determine the shareholders entitled
to notice of a shareholders' meeting, to demand a special
meeting, to vote, or to approve any other corporate action. If
the bylaws do not fix or provide for fixing a record date, the
board of directors of the corporation may fix a future date as
the record date.

(2) If not otherwise fixed under subsection (1) of this
section or RCW 23B.07.030, the record date for determining
shareholders entitled to notice of and to vote at an annual or
special shareholders' meeting is the day before the first notice
is delivered to shareholders.

(3) If the board of directors does not fix the record date
for determining shareholders entitled to a share dividend, it is
the date the board of directors authorizes the share dividend.

(4) If the board of directors does not fix the record date
for determining shareholders entitled to a distribution, other
than one involving a purchase, redemption, or other acquisi-
tion of the corporation's shares, it is the date the board of
directors authorizes the distribution.

(5) A record date fixed under this section may not be
more than seventy days before the meeting of shareholders or
more than ten days prior to the date on which the first share-
holder consent is executed under RCW 23B.07.040(1)(b).

(6) A determination of shareholders entitled to notice of
or to vote at a shareholders' meeting is effective for any
adjournment of the meeting unless the board of directors
fixes a new record date, which it must do if the meeting is
adjourned to a date more than one hundred twenty days after
the date fixed for the original meeting.

(7) If a court orders a meeting adjourned to a date more
than one hundred twenty days after the date fixed for the orig-
inal meeting, it may provide that the original record date con-
tinues in effect or it may fix a new record date. [2009 ¢ 189
§ 16; 1989 ¢ 165 § 66.]

23B.07.080 Shareholder participation by means of
communication equipment. If the articles of incorporation
or bylaws so provide, shareholders may participate in any
meeting of shareholders by any means of communication by
which all persons participating in the meeting can hear each
other during the meeting. A shareholder participating in a
meeting by this means is deemed to be present in person at
the meeting. [1989 ¢ 165 § 67.]

23B.07.200 Shareholders' list for meeting. (1) After
fixing a record date for a meeting, a corporation shall prepare
an alphabetical list of the names of all its shareholders on the
record date who are entitled to notice of a shareholders' meet-
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ing. The list must be arranged by voting group, and within
each voting group by class or series of shares, and show the
address of and number of shares held by each shareholder.

(2) The shareholders' list must be available for inspec-
tion by any shareholder, beginning ten days prior to the meet-
ing and continuing through the meeting, at the corporation's
principal office or at a place identified in the meeting notice
in the city where the meeting will be held. A shareholder, the
shareholder's agent, or the shareholder's attorney is entitled to
inspect the list, during regular business hours and at the
shareholder's expense, during the period it is available for
inspection.

(3) The corporation shall make the shareholders' list
available at the meeting, and any shareholder, the share-
holder's agent, or the shareholder's attorney is entitled to
inspect the list at any time during the meeting or any adjourn-
ment.

(4) If the corporation refuses to allow a shareholder, the
shareholder's agent, or the sharecholder's attorney to inspect
the shareholders' list before or at the meeting, the superior
court of the county where a corporation's principal office, or,
if none in this state, its registered office, is located, on appli-
cation of the shareholder, may summarily order the inspec-
tion at the corporation's expense and may postpone the meet-
ing for which the list was prepared until the inspection is
complete.

(5) A shareholder's right to copy the shareholders' list,
and a shareholder's right to otherwise inspect and copy the
record of shareholders, is governed by RCW 23B.16.020(3).

(6) Refusal or failure to prepare or make available the
shareholders' list does not affect the validity of corporate
action approved at the meeting. [2009 ¢ 189 § 17; 1989 ¢ 165
§ 68.]

23B.07.210 Voting entitlement of shares. (1) Except
as provided in subsections (2) and (3) of this section or unless
the articles of incorporation provide otherwise, each out-
standing share, regardless of class, is entitled to one vote on
each matter voted on at a shareholders' meeting. Only shares
are entitled to vote.

(2) The shares of a corporation are not entitled to vote if
they are owned, directly or indirectly, by a second corpora-
tion, domestic or foreign, and the first corporation owns,
directly or indirectly, a majority of the shares entitled to vote
for directors of the second corporation.

(3) Subsection (2) of this section does not limit the
power of a corporation to vote any shares, including its own
shares, held by it in a fiduciary capacity. [1989 ¢ 165 § 69.]

23B.07.220 Proxies. (1) A shareholder may vote the
shareholder's shares in person or by proxy.

(2) A shareholder or the shareholder's agent or attorney-
in-fact may appoint a proxy to vote or otherwise act for the
shareholder by:

(a) Executing a writing authorizing another person or
persons to act for the shareholder as proxy. Execution may be
accomplished by the shareholder or the shareholder's autho-
rized officer, director, employee, or agent signing the writing
or causing his or her signature to be affixed to the writing by
any reasonable means including, but not limited to, by fac-
simile signature; or
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(b) Authorizing another person or persons to act for the
shareholder as proxy by transmitting or authorizing the trans-
mission of a recorded telephone call, voice mail, or other
electronic transmission to the person who will be the holder
of the proxy or to a proxy solicitation firm, proxy support ser-
vice organization, or like agent duly authorized by the person
who will be the holder of the proxy to receive the transmis-
sion, provided that the transmission must either set forth or be
submitted with information, including any security or valida-
tion controls used, from which it can reasonably be deter-
mined that the transmission was authorized by the share-
holder. If it is determined that the transmission is valid, the
inspectors of election or, if there are no inspectors, any offi-
cer or agent of the corporation making that determination on
behalf of the corporation shall specify the information upon
which they relied. The corporation shall require the holders
of proxies received by transmission to provide to the corpora-
tion copies of the transmission and the corporation shall
retain copies of the transmission for a reasonable period of
time after the election provided that they are retained for at
least sixty days.

(3) An appointment of a proxy is effective when a signed
appointment form or telegram, cablegram, recorded tele-
phone call, voice mail, or other transmission of the appoint-
ment is received by the inspectors of election or the officer or
agent of the corporation authorized to tabulate votes. An
appointment is valid for eleven months unless a longer period
is expressly provided in the appointment.

(4) An appointment of a proxy is revocable by the share-
holder unless the appointment indicates that it is irrevocable
and the appointment is coupled with an interest. Appoint-
ments coupled with an interest include the appointment of:

(a) A pledgee;

(b) A person who purchased or agreed to purchase the
shares;

(c) A creditor of the corporation who extended it credit
under terms requiring the appointment;

(d) An employee of the corporation whose employment
contract requires the appointment; or

(e) A party to a voting agreement created under RCW
23B.07.310.

(5) The death or incapacity of the shareholder appointing
a proxy does not affect the right of the corporation to accept
the proxy's authority unless notice of the death or incapacity
is received by the officer or agent of the corporation autho-
rized to tabulate votes before the proxy exercises the proxy's
authority under the appointment.

(6) An appointment made irrevocable under subsection
(4) of this section is revoked when the interest with which it
is coupled is extinguished.

(7) A transferee for value of shares subject to an irrevo-
cable appointment may revoke the appointment if the trans-
feree did not know of its existence when the transferee
acquired the shares and the existence of the irrevocable
appointment was not noted conspicuously on the certificate
representing the shares or on the information statement for
shares without certificates.

(8) Subject to RCW 23B.07.240 and to any express lim-
itation on the proxy's authority stated in the appointment
form or recorded telephone call, voice mail, or other elec-
tronic transmission, a corporation is entitled to accept the
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proxy's vote or other action as that of the shareholder making
the appointment.

(9) For the purposes of this section only, "sign" or "sig-
nature" includes any manual, facsimile, conformed, or elec-
tronic signature. [2002 ¢ 297 § 25; 2000 ¢ 168 § 2; 1989 ¢
165 § 70.]

23B.07.230 Shares held by nominees. (1) A corpora-
tion may establish a procedure by which the beneficial owner
of shares that are registered in the name of a nominee is rec-
ognized by the corporation as the sharcholder. The extent of
this recognition may be determined in the procedure.

(2) The procedure may set forth:

(a) The types of nominees to which it applies;

(b) The rights or privileges that the corporation recog-
nizes in a beneficial owner;

(c) The manner in which the procedure is selected by the
nominee;

(d) The information that must be provided when the pro-
cedure is selected;

(e) The period for which selection of the procedure is
effective; and

(f) Other aspects of the rights and duties created. [1989
c 165§ 71.]

23B.07.240 Corporation's acceptance of votes. (1) If
the name executed on a vote, consent, waiver, or proxy
appointment corresponds to the name of a shareholder, the
corporation, if acting in good faith, is entitled to accept the
vote, consent, waiver, or proxy appointment and give it effect
as the act of the shareholder.

(2) If the name executed on a vote, consent, waiver, or
proxy appointment does not correspond to the name of its
shareholder, the corporation, if acting in good faith, is never-
theless entitled to accept the vote, consent, waiver, or proxy
appointment and give it effect as the act of the shareholder if:

(a) The shareholder is an entity and the name executed
purports to be that of an officer, partner, or agent of the entity;

(b) The name executed purports to be that of an adminis-
trator, executor, guardian, or conservator representing the
shareholder and, if the corporation requests, evidence of fidu-
ciary status acceptable to the corporation has been presented
with respect to the vote, consent, waiver, or proxy appoint-
ment;

(c) The name executed purports to be that of a receiver or
trustee in bankruptcy of the shareholder and, if the corpora-
tion requests, evidence of this status acceptable to the corpo-
ration has been presented with respect to the vote, consent,
waiver, or proxy appointment;

(d) The name executed purports to be that of a pledgee,
beneficial owner, or attorney-in-fact of the shareholder and,
if the corporation requests, evidence acceptable to the corpo-
ration of the signatory's authority to sign for the shareholder
has been presented with respect to the vote, consent, waiver,
or proxy appointment; or

(e) Two or more persons are the shareholder as cotenants
or fiduciaries and the name executed purports to be the name
of at least one of the co-owners and the person signing
appears to be acting on behalf of all the co-owners.

(3) The corporation is entitled to reject a vote, consent,
waiver, or proxy appointment if the secretary or other officer
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or agent authorized to tabulate votes, acting in good faith, has
reasonable basis for doubt about the validity of its execution.

(4) The corporation and its officer or agent who accepts
or rejects a vote, consent, waiver, or proxy appointment in
good faith and in accordance with the standards of this sec-
tion or RCW 23B.07.220(2) are not liable in damages to the
shareholder for the consequences of the acceptance or rejec-
tion.

(5) Corporate action based on the acceptance or rejection
of a vote, consent, waiver, or proxy appointment under this
section, or RCW 23B.07.220(2) is valid unless a court of
competent jurisdiction determines otherwise. [2002 ¢ 297 §
26;2000 ¢ 168 § 3; 1989 ¢ 165 § 72.]

23B.07.250 Quorum and voting requirements. (1)
Shares entitled to vote as a separate voting group may
approve a corporate action at a meeting only if a quorum of
those shares exists with respect to that corporate action.
Unless the articles of incorporation or this title provide other-
wise, a majority of the votes entitled to be cast on the corpo-
rate action by the voting group constitutes a quorum of that
voting group for approval of that corporate action.

(2) Once a share is represented for any purpose at a meet-
ing other than solely to object to holding the meeting or trans-
acting business at the meeting, it is deemed present for quo-
rum purposes for the remainder of the meeting and for any
adjournment of that meeting unless a new record date is or
must be set for that adjourned meeting.

(3) If a quorum exists, a corporate action, other than the
election of directors, is approved by a voting group if the
votes cast within the voting group favoring the corporate
action exceed the votes cast within the voting group opposing
the corporate action, unless the articles of incorporation or
this title require a greater number of affirmative votes.

(4) An amendment of articles of incorporation adding,
changing, or deleting either (i) [(a)] a quorum for a voting
group greater or lesser than specified in subsection (1) of this
section, or (ii) [(b)] a voting requirement for a voting group
greater than specified in subsection (3) of this section, is gov-
erned by RCW 23B.07.270.

(5) The election of directors is governed by RCW
23B.07.280. [2009 ¢ 189 § 18; 1989 ¢ 165 § 73.]

23B.07.260 Corporate action by single and multiple
voting groups. (1) If the articles of incorporation or this title
provide for voting on a corporate action by all shares entitled
to vote thereon, voting together as a single voting group and
do not provide for separate voting by any other voting group
or groups with respect to that corporate action, that corporate
action is approved 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 more voting groups on a corporate action,
that corporate action is approved only when voted upon by
each of those voting groups as provided in RCW 23B.07.250.
[2009 ¢ 189 § 19; 2003 ¢ 35 § 2; 1989 ¢ 165 § 74.]

23B.07.270 Greater or lesser quorum or voting
requirements. (1) The articles of incorporation may provide
for a greater or lesser quorum, but not less than one-third of
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the votes entitled to be cast, for shareholders, or voting
groups of shareholders, than is provided for by this title.

(2) The articles of incorporation may provide for a
greater voting requirement for shareholders, or voting groups
of shareholders, than is provided for by this title.

(3) Under RCW 23B.10.030, 23B.11.030, 23B.12.020,
and 23B.14.020, the articles of incorporation may provide for
a lesser vote than is otherwise prescribed in those sections or
for a lesser vote by separate voting groups, so long as the vote
provided for each voting group entitled to vote separately on
the plan or transaction is not less than a majority of all the
votes entitled to be cast on the plan or transaction by that vot-
ing group.

(4) Except as provided in subsection (5) of this section,
an amendment to the articles of incorporation that adds,
changes, or deletes a greater or lesser quorum or voting
requirement for a particular corporate action must meet the
same quorum requirement and be adopted by the same vote
and voting groups as are required under the quorum and vot-
ing requirements then in effect for approval of the corporate
action.

(5) An amendment to the articles of incorporation that
adds, changes, or deletes a greater or lesser quorum or voting
requirement for a merger, share exchange, sale of substan-
tially all assets, or dissolution must be adopted by the same
vote and voting groups as are required under the quorum and
voting requirements then in effect for approval of the partic-
ular corporate action, or the quorum and voting requirements
then in effect for amendments to articles of incorporation,
whichever is greater. [2009 ¢ 189 § 20; 1990 ¢ 178 § 11;
1989 ¢ 165 § 75.]

Additional notes found at www.leg.wa.gov

23B.07.280 Voting for directors—Cumulative vot-
ing. (1) Unless otherwise provided in the articles of incorpo-
ration, shareholders entitled to vote at any election of direc-
tors are entitled to cumulate votes by multiplying the number
of votes they are entitled to cast by the number of directors
for whom they are entitled to vote and to cast the product for
a single candidate or distribute the product among two or
more candidates.

(2) Unless otherwise provided in the articles of incorpo-
ration or in a bylaw adopted under RCW 23B.10.205, in any
election of directors the candidates elected are those receiv-
ing the largest numbers of votes cast by the shares entitled to
vote in the election, up to the number of directors to be
elected by such shares. [2009 ¢ 189 § 21; 1989 ¢ 165 § 76.]

23B.07.300 Voting trusts. (1) One or more sharehold-
ers may create a voting trust, conferring on a trustee the right
to vote or otherwise act for them, by signing an agreement
setting out the provisions of the trust, which may include any-
thing consistent with its purpose, and transferring their shares
to the trustee. When a voting trust agreement is signed, the
trustee shall prepare a list of the names and addresses of all
owners of beneficial interests in the trust, together with the
number and class of shares each owner of a beneficial interest
transferred to the trust, and deliver copies of the list and
agreement to the corporation's principal office.

(2) A voting trust becomes effective on the date the first
shares subject to the trust are registered in the trustee's name.
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A voting trust is valid for not more than ten years after its
effective date unless extended under subsection (3) of this
section.

(3) All or some of the parties to a voting trust may extend
it for additional terms of not more than ten years each by
signing an extension agreement and obtaining the voting
trustee's written consent to the extension. An extension is
valid only until the earlier of ten years from the date the first
shareholder signs the extension agreement or the date of
expiration of the extension. The voting trustee must deliver
copies of the extension agreement and list of beneficial own-
ers to the corporation's principal office. An extension agree-
ment binds only those parties signing it. [1989 ¢ 165 § 77.]

23B.07.310 Voting agreements. (1) Two or more
shareholders may provide for the manner in which they will
vote their shares by signing an agreement for that purpose. A
voting agreement created under this section is not subject to
the provisions of RCW 23B.07.300.

(2) A voting agreement created under this section is spe-
cifically enforceable. [1989 ¢ 165 § 78.]

23B.07.320 Agreements among shareholders—
Acquisition of shares after agreement. (1) An agreement
among the shareholders of a corporation that is not contrary
to public policy and that complies with this section is effec-
tive among the shareholders and the corporation even though
it is inconsistent with one or more other provisions of this
title in that it:

(a) Eliminates the board of directors or restricts the dis-
cretion or powers of the board of directors;

(b) Governs the approval or making of distributions
whether or not in proportion to ownership of shares, subject
to the limitations in RCW 23B.06.400;

(c) Establishes who shall be directors or officers of the
corporation, or their terms of office or manner of selection or
removal;

(d) Governs, in general or in regard to specific matters,
the exercise or division of voting power by or between the
shareholders and directors or by or among any of them,
including use of weighted voting rights or director proxies;

(e) Establishes the terms and conditions of any agree-
ment for the transfer or use of property or the provision of
services between the corporation and any shareholder, direc-
tor, officer, or employee of the corporation or among any of
them,;

(f) Transfers to one or more shareholders or other per-
sons all or part of the authority to exercise the corporate pow-
ers or to manage the business and affairs of the corporation;

(g) Provides a process by which a deadlock among direc-
tors or shareholders may be resolved;

(h) Requires dissolution of the corporation at the request
of one or more shareholders or upon the occurrence of a spec-
ified event or contingency; or

(i) Otherwise governs the exercise of the corporate pow-
ers or the management of the business and affairs of the cor-
poration or the relationship among the shareholders, the
directors, and the corporation, or among any of them.

(2) An agreement authorized by this section shall be:
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(a) Set forth in a written agreement that is signed by all
persons who are shareholders at the time of the agreement
and is made known to the corporation;

(b) Subject to amendment only by all persons who are
shareholders at the time of the amendment, unless the agree-
ment provides otherwise; and

(c) Valid for ten years, unless the agreement provides
otherwise.

(3) The existence of an agreement authorized by this sec-
tion shall be noted conspicuously on the front or back of each
certificate for outstanding shares or on the information state-
ment required by RCW 23B.06.260(2). If at the time of the
agreement the corporation has shares outstanding represented
by certificates, the corporation shall recall the outstanding
certificates and issue substitute certificates that comply with
this subsection. The failure to note the existence of the agree-
ment on the certificate or information statement shall not
affect the validity of the agreement or any action taken pursu-
ant to it. Unless the agreement provides otherwise, any per-
son who acquires outstanding or newly issued shares in the
corporation after an agreement authorized by this section has
been effected, whether by purchase, gift, operation of law, or
otherwise, is deemed to have assented to the agreement and
to be a party to the agreement. A purchaser of shares who is
aggrieved because he or she at the time of purchase did not
have actual or constructive knowledge of the existence of the
agreement may either: (a) Bring an action to rescind the pur-
chase within the earlier of ninety days after discovery of the
existence of the agreement or two years after the purchase of
the shares; or (b) continue to hold the shares subject to the
agreement but with a right of action for any damages result-
ing from nondisclosure of the existence of the agreement. A
purchaser shall be deemed to have constructive knowledge of
the existence of the agreement if its existence is noted on the
certificate or information statement for the shares in compli-
ance with this subsection and, if the shares are not repre-
sented by a certificate, the information statement is delivered
to the purchaser at or prior to the time of purchase of the
shares.

(4) An agreement authorized by this section shall cease
to be effective when shares of the corporation are listed on a
national securities exchange or regularly traded in a market
maintained by one or more members of a national or affili-
ated securities association.

(5) An agreement authorized by this section that limits
the discretion or powers of the board of directors shall relieve
the directors of, and impose upon the person or persons in
whom such discretion or powers are vested, liability for acts
or omissions imposed by law on directors to the extent that
the discretion or powers of the directors are limited by the
agreement.

(6) The existence or performance of an agreement autho-
rized by this section shall not be a ground for imposing per-
sonal liability on any shareholder for the acts or debts of the
corporation even if the agreement or its performance treats
the corporation as if it were a partnership or results in failure
to observe the corporate formalities otherwise applicable to
the matters governed by the agreement.

(7) Incorporators or subscribers for shares may act as
shareholders with respect to an agreement authorized by this
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section if no shares have been issued when the agreement is
made. [2009 ¢ 189 § 22; 1995 ¢ 47 § 6; 1993 ¢ 290 § 4.]

23B.07.400 Derivative proceedings procedure. (1) A
person may not commence a proceeding in the right of a
domestic or foreign corporation unless the person was a
shareholder of the corporation when the transaction com-
plained of occurred or unless the person became a share-
holder through transfer by operation of law from one who
was a shareholder at that time.

(2) A complaint in a proceeding brought in the right of a
corporation must be verified and allege with particularity the
demand made, if any, to obtain action by the board of direc-
tors and either that the demand was refused or ignored or why
a demand was not made. Whether or not a demand for action
was made, if the corporation commences an investigation of
the charges made in the demand or complaint, the court may
stay any proceeding until the investigation is completed.

(3) A proceeding commenced under this section may not
be discontinued or settled without the court's approval. If the
court determines that a proposed discontinuance or settle-
ment will substantially affect the interest of the corporation's
shareholders or a class of shareholders, the court shall direct
that notice be given to the shareholders affected.

(4) On termination of the proceeding the court may
require the plaintiff to pay any defendant's reasonable
expenses, including counsel fees, incurred in defending the
proceeding if it finds that the proceeding was commenced
without reasonable cause.

(5) For purposes of this section, "shareholder" includes a
beneficial owner whose shares are held in a voting trust or
held by a nominee on behalf of the beneficial owner. [1989 ¢
165§ 79.]

Chapter 23B.08§ RCW
DIRECTORS AND OFFICERS

Sections

23B.08.010 Requirement for and duties of board of directors.
23B.08.020 Qualifications of directors.

23B.08.030 Number and election of directors.
23B.08.040 Election of directors by certain classes or series of shares.
23B.08.050 Terms of directors—Generally.
23B.08.060 Staggered terms for directors.
23B.08.070 Resignation of directors.

23B.08.080 Removal of directors by shareholders.
23B.08.090 Removal of directors by judicial proceeding.
23B.08.100 Vacancy on board of directors.
23B.08.110 Compensation of directors.

23B.08.200 Regular or special meetings of the board.
23B.08.210 Corporate action without meeting.
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23B.08.230 Waiver of notice.

23B.08.240 Quorum and voting.

23B.08.245 Corporate action—Vote of shareholders.
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23B.08.300 General standards for directors.
23B.08.310 Liability for unlawful distributions.
23B.08.320 Limitation on liability of directors.
23B.08.400 Officers.

23B.08.410 Duties of officers.

23B.08.420 Standards of conduct for officers.
23B.08.430 Resignation and removal of officers.
23B.08.440 Contract rights of officers.

23B.08.500 Indemnification definitions.

23B.08.510 Authority to indemnify.

23B.08.520 Mandatory indemnification.
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23B.08.550 Determination and authorization of indemnification.

23B.08.560 Shareholder authorized indemnification and advancement of
expenses.

23B.08.570 Indemnification of officers, employees, and agents.

23B.08.580 Insurance.

23B.08.590 Validity of indemnification or advance for expenses.

23B.08.600 Report to shareholders.

23B.08.603 Indemnification or advance for expenses—Later amendment
or repeal of subject provision.

23B.08.700 Definitions.

23B.08.710 Judicial action.

23B.08.720 Directors' action.

23B.08.730 Shareholders' action.

23B.08.735 Pursuit of business opportunities—Duty to corporation.

23B.08.900 Construction—Chapter applicable to state registered domestic
partnerships—2009 ¢ 521.

23B.08.010 Requirement for and duties of board of
directors. (1) Each corporation must have a board of direc-
tors, except that a corporation may dispense with or limit the
authority of its board of directors by describing in its articles
of incorporation, or in a shareholders' agreement authorized
by RCW 23B.07.320, who will perform some or all of the
duties of the board of directors.

(2) Subject to any limitation set forth in this title, the arti-
cles of incorporation, or a shareholders' agreement authorized
by RCW 23B.07.320:

(a) All corporate powers shall be exercised by or under
the authority of the corporation's board of directors; and

(b) The business and affairs of the corporation shall be
managed under the direction of its board of directors, which
shall have exclusive authority as to substantive decisions
concerning management of the corporation's business. [2011
¢ 328§ 2; 1989 ¢ 165 § 80.]

23B.08.020 Qualifications of directors. The articles of
incorporation or bylaws may prescribe qualifications for
directors. A director need not be a resident of this state or a
shareholder of the corporation unless the articles of incorpo-
ration or bylaws so prescribe. [1989 ¢ 165 § 81.]

23B.08.030 Number and election of directors. (1) A
board of directors must consist of one or more individuals,
with the number specified in or fixed in accordance with the
articles of incorporation or bylaws.

(2) Directors are elected at the first annual shareholders'
meeting and at each annual meeting thereafter unless (a) their
terms are staggered under RCW 23B.08.060, or (b) their
terms are otherwise governed by RCW 23B.05.050. Direc-
tors also may be elected by execution of a shareholder con-
sent under RCW 23B.07.040. [2009 c 189 § 23; 2007 ¢ 467
§ 1; 2002 ¢ 297 § 27; 1994 ¢ 256 § 29; 1989 ¢ 165 § 82.]

Findings—Construction—1994 ¢ 256: See RCW 43.320.007.

23B.08.040 Election of directors by certain classes or
series of shares. If the articles of incorporation authorize
dividing the shares into classes or series, the articles may also
authorize the election of all or a specified number of directors
by the holders of one or more authorized classes or series of
shares. A class, or classes, or series of shares entitled to elect
one or more directors is a separate voting group for purposes
of the election of directors. [1989 ¢ 165 § 83.]
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23B.08.050 Terms of directors—Generally. (1) The
terms of the initial directors of a corporation expire at the first
shareholders' meeting at which directors are elected.

(2) The terms of all other directors expire at the next
annual shareholders' meeting following their election unless
(a) their terms are staggered under RCW 23B.08.060 then at
the applicable second or third annual shareholders' meeting
following their election; or (b) their terms are otherwise gov-
erned by RCW 23B.05.050, except to the extent (i) the terms
are otherwise provided in a bylaw adopted pursuant to RCW
23B.10.205, or (ii) a shorter term is specified in the articles of
incorporation in the event of a director nominee failing to
receive a specified vote for election.

(3) A decrease in the number of directors does not
shorten an incumbent director's term.

(4) The term of a director elected to fill a vacancy expires
at the next shareholders' meeting at which directors are
elected.

(5) Except to the extent otherwise provided in the articles
of incorporation or pursuant to RCW 23B.10.205, if a bylaw
electing to be governed by that section is in effect, despite the
expiration of a director's term, the director continues to serve
until the director's successor is elected and qualified or there
is a decrease in the number of directors. [2007 ¢ 467 § 2;
1994 ¢ 256 § 30; 1989 ¢ 165 § 84.]

Findings—Construction—1994 ¢ 256: See RCW 43.320.007.

23B.08.060 Staggered terms for directors. (1) The
articles of incorporation may provide for staggering the terms
of directors by dividing the total number of directors into two
or three groups, with each group containing one-half or one-
third of the total, as near as may be. In that event, the terms of
directors in the first group expire at the first annual share-
holders' meeting after their election, the terms of the second
group expire at the second annual shareholders' meeting after
their election, and the terms of the third group, if any, expire
at the third annual shareholders' meeting after their election.
At each annual shareholders' meeting held thereafter, direc-
tors shall be chosen for a term of two years or three years, as
the case may be, to succeed those whose terms expire.

(2) If cumulative voting is authorized, any provision
establishing staggered terms of directors shall provide that at
least three directors shall be elected at each annual sharehold-
ers' meeting. [1989 c 165 § 85.]

23B.08.070 Resignation of directors. (1) A director
may resign at any time by delivering notice in the form of an
executed resignation to the board of directors, its chairperson,
the president, or the secretary of the corporation.

(2) A notice of resignation is effective when the resigna-
tion is delivered unless the resignation specifies a later effec-
tive date, or an effective date determined upon the happening
of an event or events. A notice of resignation that is condi-
tioned upon failing to receive a specified vote for election as
a director may provide that it is irrevocable. [2007 ¢ 467 § 3;
2002 ¢ 297 § 28; 1989 ¢ 165 § 86.]

23B.08.080 Removal of directors by shareholders.
(1) The shareholders may remove one or more directors with
or without cause unless the articles of incorporation provide
that directors may be removed only for cause.
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(2) If a director is elected by holders of one or more
authorized classes or series of shares, only the holders of
those classes or series of shares may participate in the vote to
remove the director.

(3) If cumulative voting is authorized, and if less than the
entire board is to be removed, no director may be removed if
the number of votes sufficient to elect the director under
cumulative voting is voted against the director's removal. If
cumulative voting is not authorized, a director may be
removed only if the number of votes cast to remove the direc-
tor exceeds the number of votes cast not to remove the direc-
tor.

(4) A director may be removed by the shareholders only
at a special meeting called for the purpose of removing the
director and the meeting notice must state that the purpose, or
one of the purposes, of the meeting is removal of the director.
[1995 ¢ 47 §7;1989 c 165 § 87.]

23B.08.090 Removal of directors by judicial proceed-
ing. (1) The superior court of the county where a corpora-
tion's principal office, or, if none in this state, its registered
office, is located may remove a director of the corporation
from office in a proceeding commenced either by the corpo-
ration or by its shareholders holding at least ten percent of the
outstanding shares of any class if the court finds that (a) the
director engaged in fraudulent or dishonest conduct with
respect to the corporation, and (b) removal is in the best inter-
est of the corporation.

(2) The court that removes a director may bar the direc-
tor from reelection for a period prescribed by the court.

(3) If shareholders commence a proceeding under sub-
section (1) of this section, they shall make the corporation a
party defendant. [1989 ¢ 165 § 88.]

23B.08.100 Vacancy on board of directors. (1) Unless
the articles of incorporation provide otherwise, if a vacancy
occurs on a board of directors, including a vacancy resulting
from an increase in the number of directors:

(a) The shareholders may fill the vacancy;

(b) The board of directors may fill the vacancy; or

(c) If the directors in office constitute fewer than a quo-
rum of the board, they may fill the vacancy by the affirmative
vote of a majority of all the directors in office.

(2) If the vacant office was held by a director elected by
a voting group of shareholders, only the holders of shares of
that voting group are entitled to vote to fill the vacancy, if it
is filled by the shareholders, and only the directors elected by
that voting group are entitled to fill the vacancy if it is filled
by the directors.

(3) A vacancy that will occur at a specific later date, by
reason of a resignation effective at a later date under RCW
23B.08.070(2) or otherwise, may be filled before the vacancy
occurs but the new director may not take office until the
vacancy occurs. [2007 ¢ 467 § 4; 1989 ¢ 165 § 89.]

23B.08.110 Compensation of directors. Unless the
articles of incorporation or bylaws provide otherwise, the
board of directors may fix the compensation of directors.
[1989 ¢ 165 § 90.]
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23B.08.200 Regular or special meetings of the board.
(1) The board of directors may hold regular or special meet-
ings in or out of this state.

(2) Unless the articles of incorporation or bylaws provide
otherwise, any or all directors may participate in a regular or
special meeting by, or conduct the meeting through the use
of, any means of communication by which all directors par-
ticipating can hear each other during the meeting. A director
participating in a meeting by this means is deemed to be pres-
ent in person at the meeting. [1989 ¢ 165 § 91.]

23B.08.210 Corporate action without meeting. (1)
Unless the articles of incorporation or bylaws provide other-
wise, corporate action required or permitted by this title to be
approved at a board of directors' meeting may be approved
without a meeting if the corporate action is approved by all
members of the board. The approval of the corporate action
must be evidenced by one or more consents describing the
corporate action being approved, executed by each director
either before or after the corporate action becomes effective,
and delivered to the corporation for inclusion in the minutes
or filing with the corporate records, each of which consents
shall be set forth either (a) in an executed record or (b) if the
corporation has designated an address, location, or system to
which the consents may be electronically transmitted and the
consent is electronically transmitted to the designated
address, location, or system, in an executed electronically
transmitted record.

(2) Corporate action is approved under this section when
the last director executes the consent.

(3) A consent under this section has the effect of a meet-
ing vote and may be described as such in any record. [2009 ¢
189 § 24; 2002 ¢ 297 § 29; 1989 ¢ 165 § 92.]

23B.08.220 Notice of meeting. (1) Unless the articles
of incorporation or bylaws provide otherwise, regular meet-
ings of the board of directors may be held without notice of
the date, time, place, or purpose of the meeting.

(2) Unless the articles of incorporation or bylaws provide
for a longer or shorter period, special meetings of the board of
directors must be preceded by at least two days' notice of the
date, time, and place of the meeting. The notice need not
describe the purpose of the special meeting unless required
by the articles of incorporation or bylaws. [1989 ¢ 165 § 93.]

23B.08.230 Waiver of notice. (1) A director may
waive any notice required by this title, the articles of incorpo-
ration, or bylaws before or after the date and time stated in the
notice, and such waiver shall be equivalent to the giving of
such notice. Except as provided by subsection (2) of this sec-
tion, the waiver must be delivered by the director entitled to
the notice to the corporation for inclusion in the minutes or
filing with the corporate records, which waiver shall be set
forth either (a) in an executed record or (b) if the corporation
has designated an address, location, or system to which the
waiver may be electronically transmitted and the waiver has
been electronically transmitted to the designated address,
location, or system, in an executed electronically transmitted
record.

(2) A director's attendance at or participation in a meet-
ing waives any required notice to the director of the meeting
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unless the director at the beginning of the meeting, or
promptly upon the director's arrival, objects to holding the
meeting or transacting business at the meeting and does not
thereafter vote for or assent to any corporate action approved
at the meeting. [2009 ¢ 189 § 25;2002 ¢ 297 § 30; 1989 ¢ 165
§ 94.]

23B.08.240 Quorum and voting. (1) Unless the arti-
cles of incorporation or bylaws require a greater or lesser
number, a quorum of a board of directors consists of a major-
ity of the number of directors specified in or fixed in accor-
dance with the articles of incorporation or bylaws.

(2) Notwithstanding subsection (1) of this section, a quo-
rum of a board of directors may in no event be less than one-
third of the number of directors specified in or fixed in accor-
dance with the articles of incorporation or bylaws.

(3) If a quorum is present when a vote is taken, the affir-
mative vote of a majority of directors present is the act of the
board of directors unless the articles of incorporation or
bylaws require the vote of a greater number of directors.

(4) A director who is present at a meeting of the board of
directors when corporate action is approved is deemed to
have assented to the corporate action unless: (a) The director
objects at the beginning of the meeting, or promptly upon the
director's arrival, to holding it or transacting business at the
meeting; (b) the director's dissent or abstention as to the cor-
porate action is entered in the minutes of the meeting; or (c)
the director delivers notice of the director's dissent or absten-
tion as to the corporate action to the presiding officer of the
meeting before adjournment or to the corporation within a
reasonable time after adjournment of the meeting. The right
of dissent or abstention is not available to a director who
votes in favor of the corporate action. [2009 ¢ 189 § 26; 2002
c297 §31; 1991 ¢ 72 § 35; 1989 ¢ 165 § 95.]

23B.08.245 Corporate action—Vote of shareholders.
A corporation may agree to submit a corporate action to a
vote of its shareholders whether or not the board of directors
determines at any time subsequent to approving such a corpo-
rate action that it no longer recommends the corporate action.
[2011 ¢ 328 § 4.]

23B.08.250 Committees. (1) Unless the articles of
incorporation or bylaws provide otherwise, a board of direc-
tors may create one or more committees of directors. Each
committee must have two or more members, who serve at the
pleasure of the board of directors.

(2) The creation of a committee and appointment of
members to it must be approved by the greater of (a) a major-
ity of all the directors in office when the creation of the com-
mittee is approved or (b) the number of directors required by
the articles of incorporation or bylaws to approve the creation
of the committee under RCW 23B.08.240.

(3) RCW 23B.08.200 through 23B.08.240, which gov-
ern meetings, approval of corporate action without meetings,
notice and waiver of notice, and quorum and voting require-
ments of the board of directors, apply to committees and their
members as well.

(4) To the extent specified by the board of directors or in
the articles of incorporation or bylaws, each committee may
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exercise the authority of the board of directors under RCW
23B.08.010.

(5) A committee may not, however:

(a) Approve a distribution except according to a general
formula or method prescribed by the board of directors;

(b) Approve or propose to shareholders corporate action
that this title requires be approved by shareholders;

(c) Fill vacancies on the board of directors or on any of
its committees;

(d) Amend articles of incorporation pursuant to RCW
23B.10.020;

(e) Adopt, amend, or repeal bylaws;

(f) Approve a plan of merger not requiring shareholder
approval; or

(g) Approve the issuance or sale or contract for sale of
shares, or determine the designation and relative rights, pref-
erences, and limitations of a class or series of shares, except
that the board of directors may authorize a committee, or a
senior executive officer of the corporation to do so within
limits specifically prescribed by the board of directors.

(6) The creation of, delegation of authority to, or
approval of corporate action by a committee does not alone
constitute compliance by a director with the standards of con-
duct described in RCW 23B.08.300. [2009 ¢ 189 § 27; 1989
c 165 § 96.]

23B.08.300 General standards for directors. (1) A
director shall discharge the duties of a director, including
duties as member of a committee:

(a) In good faith;

(b) With the care an ordinarily prudent person in a like
position would exercise under similar circumstances; and

(¢) In a manner the director reasonably believes to be in
the best interests of the corporation.

(2) In discharging the duties of a director, a director is
entitled to rely on information, opinions, reports, or state-
ments, including financial statements and other financial
data, if prepared or presented by:

(a) One or more officers or employees of the corporation
whom the director reasonably believes to be reliable and
competent in the matters presented;

(b) Legal counsel, public accountants, or other persons
as to matters the director reasonably believes are within the
person's professional or expert competence; or

(c) A committee of the board of directors of which the
director is not a member if the director reasonably believes
the committee merits confidence.

(3) A director is not acting in good faith if the director
has knowledge concerning the matter in question that makes
reliance otherwise permitted by subsection (2) of this section
unwarranted.

(4) A director is not liable for any action taken as a direc-
tor, or any failure to take any action, if the director performed
the duties of the director's office in compliance with this sec-
tion. [1989 ¢ 165 § 97.]

23B.08.310 Liability for unlawful distributions. (1)
A director who votes for or assents to a distribution made in
violation of RCW 23B.06.400 or the articles of incorporation
is personally liable to the corporation for the amount of the
distribution that exceeds the amount that could have been dis-
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tributed without violating RCW 23B.06.400 or the articles of
incorporation if it is established that the director did not per-
form the director's duties in compliance with RCW
23B.08.300. In any proceeding commenced under this sec-
tion, a director has all of the defenses ordinarily available to
a director.

(2) A director held liable under subsection (1) of this sec-
tion for an unlawful distribution is entitled to contribution:

(a) From every other director who could be held liable
under subsection (1) of this section for the unlawful distribu-
tion; and

(b) From each sharcholder for the amount the share-
holder accepted knowing the distribution was made in viola-
tion of RCW 23B.06.400 or the articles of incorporation.

(3) A shareholder who accepts a distribution made in
violation of RCW 23B.06.400 or the articles of incorporation
is personally liable to the corporation for the amount of any
distribution received by the shareholder to the extent it
exceeds the amount that could have been distributed to the
shareholder without violating RCW 23B.06.400 or the arti-
cles of incorporation, if it is established that the shareholder
accepted the distribution knowing that it was made in viola-
tion of RCW 23B.06.400 or the articles of incorporation.

(4) A shareholder held liable under subsection (3) of this
section for an unlawful distribution is entitled to contribution
from every other shareholder who could be held liable under
subsection (3) of this section for the unlawful distribution.

(5) A proceeding under this section is barred unless it is
commenced prior to the earlier of (a) the expiration of two
years after the date on which the effect of the distribution was
measured under RCW 23B.06.400(4), or (b) the expiration of
the survival period specified in RCW 23B.14.340. [2006 ¢
52§ 3;1989¢c 165§ 98.]

23B.08.320 Limitation on liability of directors. The
articles of incorporation may contain provisions not inconsis-
tent with law that eliminate or limit the personal liability of a
director to the corporation or its shareholders for monetary
damages for conduct as a director, provided that such provi-
sions shall not eliminate or limit the liability of a director for
acts or omissions that involve intentional misconduct by a
director or a knowing violation of law by a director, for con-
duct violating RCW 23B.08.310, or for any transaction from
which the director will personally receive a benefit in money,
property, or services to which the director is not legally enti-
tled. No such provision shall eliminate or limit the liability of
a director for any act or omission occurring prior to the date
when such provision becomes effective. [1989 ¢ 165 § 99.]

23B.08.400 Officers. (1) A corporation has the officers
described in its bylaws or appointed by the board of directors
in accordance with the bylaws.

(2) A duly appointed officer may appoint one or more
officers or assistant officers if authorized by the bylaws or the
board of directors.

(3) The bylaws or the board of directors shall delegate to
one of the officers responsibility for preparing minutes of the
directors' and shareholders' meetings and for authenticating
records of the corporation.

(4) The same individual may simultaneously hold more
than one office in a corporation. [1989 ¢ 165 § 100.]
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23B.08.410 Duties of officers. Each officer has the
authority and shall perform the duties set forth in the bylaws
or, to the extent consistent with the bylaws, the duties pre-
scribed by the board of directors or by an officer authorized
by the board of directors to prescribe the duties of other offi-
cers. [1989 ¢ 165§ 101.]

23B.08.420 Standards of conduct for officers. (1) An
officer with discretionary authority shall discharge the offi-
cer's duties under that authority:

(a) In good faith;

(b) With the care an ordinarily prudent person in a like
position would exercise under similar circumstances; and

(c) In a manner the officer reasonably believes to be in
the best interests of the corporation.

(2) In discharging the officer's duties, the officer is enti-
tled to rely on information, opinions, reports, or statements,
including financial statements and other financial data, if pre-
pared or presented by:

(a) One or more officers or employees of the corporation
whom the officer reasonably believes to be reliable and com-
petent in the matters presented; or

(b) Legal counsel, public accountants, or other persons
as to matters the officer reasonably believes are within the
person's professional or expert competence.

(3) An officer is not acting in good faith if the officer has
knowledge concerning the matter in question that makes reli-
ance otherwise permitted by subsection (2) of this section
unwarranted.

(4) An officer is not liable for any action taken as an offi-
cer, or any failure to take any action, if the officer performed
the duties of the officer's office in compliance with this sec-
tion. [1989 ¢ 165 § 102.]

23B.08.430 Resignation and removal of officers. (1)
An officer may resign at any time by delivering notice to the
corporation. A resignation is effective when the notice is
delivered unless the notice specifies a later effective date.

(2) A board of directors may remove any officer at any
time with or without cause. An officer or assistant officer, if
appointed by another officer, may be removed by any officer
authorized to appoint officers or assistant officers. [1989 ¢
165 § 103.]

23B.08.440 Contract rights of officers. (1) The
appointment of an officer does not itself create contract
rights.

(2) An officer's removal does not affect the officer's con-
tract rights, if any, with the corporation. An officer's resigna-
tion does not affect the corporation's contract rights, if any,
with the officer. [1989 ¢ 165 § 104.]

23B.08.500 Indemnification definitions. For purposes
of RCW 23B.08.510 through 23B.08.600:

(1) "Corporation" includes any domestic or foreign pre-
decessor entity of a corporation in a merger or other transac-
tion in which the predecessor's existence ceased upon the
effective date of the transaction.

(2) "Director" means an individual who is or was a direc-
tor of a corporation or an individual who, while a director of
a corporation, is or was serving at the corporation's request as
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a director, officer, partner, trustee, employee, or agent of
another foreign or domestic corporation, partnership, joint
venture, trust, employee benefit plan, or other enterprise. A
director is considered to be serving an employee benefit plan
at the corporation's request if the director's duties to the cor-
poration also impose duties on, or otherwise involve services
by, the director to the plan or to participants in or beneficia-
ries of the plan. "Director" includes, unless the context
requires otherwise, the estate or personal representative of a
director.

(3) "Expenses" include counsel fees.

(4) "Liability" means the obligation to pay a judgment,
settlement, penalty, fine, including an excise tax assessed
with respect to an employee benefit plan, or reasonable
expenses incurred with respect to a proceeding.

(5) "Official capacity" means: (a) When used with
respect to a director, the office of director in a corporation;
and (b) when used with respect to an individual other than a
director, as contemplated in RCW 23B.08.570, the office in a
corporation held by the officer or the employment or agency
relationship undertaken by the employee or agent on behalf
of the corporation. "Official capacity" does not include ser-
vice for any other foreign or domestic corporation or any
partnership, joint venture, trust, employee benefit plan, or
other enterprise.

(6) "Party" includes an individual who was, is, or is
threatened to be made a named defendant or respondent in a
proceeding.

(7) "Proceeding" means any threatened, pending, or
completed action, suit, or proceeding, whether civil, criminal,
administrative, or investigative and whether formal or infor-
mal. [2009 ¢ 189 § 28; 1989 ¢ 165 § 105.]

23B.08.510 Authority to indemnify. (1) Except as pro-
vided in subsection (4) of this section, a corporation may
indemnify an individual made a party to a proceeding
because the individual is or was a director against liability
incurred in the proceeding if:

(a) The individual acted in good faith; and

(b) The individual reasonably believed:

(i) In the case of conduct in the individual's official
capacity with the corporation, that the individual's conduct
was in its best interests; and

(i1) In all other cases, that the individual's conduct was at
least not opposed to its best interests; and

(c) In the case of any criminal proceeding, the individual
had no reasonable cause to believe the individual's conduct
was unlawful.

(2) A director's conduct with respect to an employee ben-
efit plan for a purpose the director reasonably believed to be
in the interests of the participants in and beneficiaries of the
plan is conduct that satisfies the requirement of subsection
(1)(b)(ii) of this section.

(3) The termination of a proceeding by judgment, order,
settlement, conviction, or upon a plea of nolo contendere or
its equivalent is not, of itself, determinative that the director
did not meet the standard of conduct described in this section.

(4) A corporation may not indemnify a director under
this section:
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(a) In connection with a proceeding by or in the right of
the corporation in which the director was adjudged liable to
the corporation; or

(b) In connection with any other proceeding charging
improper personal benefit to the director, whether or not
involving action in the director's official capacity, in which
the director was adjudged liable on the basis that personal
benefit was improperly received by the director.

(5) Indemnification permitted under this section in con-
nection with a proceeding by or in the right of the corporation
is limited to reasonable expenses incurred in connection with
the proceeding. [1989 c 165 § 106.]

23B.08.520 Mandatory indemnification. Unless lim-
ited by its articles of incorporation, a corporation shall
indemnify a director who was wholly successful, on the mer-
its or otherwise, in the defense of any proceeding to which the
director was a party because of being a director of the corpo-
ration against reasonable expenses incurred by the director in
connection with the proceeding. [1989 ¢ 165 § 107.]

23B.08.530 Advance for expenses. (1) A corporation
may pay for or reimburse the reasonable expenses incurred
by a director who is a party to a proceeding in advance of
final disposition of the proceeding if:

(a) The director furnishes the corporation a written affir-
mation of the director's good faith belief that the director has
met the standard of conduct described in RCW 23B.08.510;
and

(b) The director furnishes the corporation a written
undertaking, executed personally or on the director's behalf,
to repay the advance if it is ultimately determined that the
director did not meet the standard of conduct.

(2) The undertaking required by subsection (1)(b) of this
section must be an unlimited general obligation of the direc-
tor but need not be secured and may be accepted without ref-
erence to financial ability to make repayment.

(3) Authorization of payments under this section may be
made by provision in the articles of incorporation or bylaws,
by resolution adopted by the shareholders or board of direc-
tors, or by contract. [1989 ¢ 165 § 108.]

23B.08.540 Court-ordered indemnification. Unless a
corporation's articles of incorporation provide otherwise, a
director of a corporation who is a party to a proceeding may
apply for indemnification or advance of expenses to the court
conducting the proceeding or to another court of competent
jurisdiction. On receipt of an application, the court after giv-
ing any notice the court considers necessary may order
indemnification or advance of expenses if it determines:

(1) The director is entitled to mandatory indemnification
under RCW 23B.08.520, in which case the court shall also
order the corporation to pay the director's reasonable
expenses incurred to obtain court-ordered indemnification;

(2) The director is fairly and reasonably entitled to
indemnification in view of all the relevant circumstances,
whether or not the director met the standard of conduct set
forth in RCW 23B.08.510 or was adjudged liable as
described in RCW 23B.08.510(4), but if the director was
adjudged so liable the director's indemnification is limited to
reasonable expenses incurred unless the articles of incorpora-

[Title 23B RCW—page 27]



23B.08.550

tion or a bylaw, contract, or resolution approved or ratified by
the shareholders pursuant to RCW 23B.08.560 provides oth-
erwise; or

(3) In the case of an advance of expenses, the director is
entitled pursuant to the articles of incorporation, bylaws, or
any applicable resolution or contract, to payment or reim-
bursement of the director's reasonable expenses incurred as a
party to the proceeding in advance of final disposition of the
proceeding. [1989 ¢ 165 § 109.]

23B.08.550 Determination and authorization of
indemnification. (1) A corporation may not indemnify a
director under RCW 23B.08.510 unless approved in the spe-
cific case after a determination has been made that indemni-
fication of the director is permissible in the circumstances
because the director has met the standard of conduct set forth
in RCW 23B.08.510.

(2) The determination shall be made:

(a) By the board of directors by majority vote of a quo-
rum consisting of directors not at the time parties to the pro-
ceeding;

(b) If a quorum cannot be obtained under (a) of this sub-
section, by majority vote of a committee duly designated by
the board of directors, in which designation directors who are
parties may participate, consisting solely of two or more
directors not at the time parties to the proceeding;

(c) By special legal counsel:

(i) Selected by the board of directors or its committee in
the manner prescribed in (a) or (b) of this subsection; or

(i) If a quorum of the board of directors cannot be
obtained under (a) of this subsection and a committee cannot
be designated under (b) of this subsection, selected by major-
ity vote of the full board of directors, in which selection
directors who are parties may participate; or

(d) By the shareholders, but shares owned by or voted
under the control of directors who are at the time parties to
the proceeding may not be voted on the determination.

(3) Approval of indemnification and evaluation as to rea-
sonableness of expenses shall be made in the same manner as
the determination that indemnification is permissible, except
that if the determination is made by special legal counsel,
approval of indemnification and evaluation as to reasonable-
ness of expenses shall be made by those entitled under sub-
section (2)(c) of this section to select counsel. [2009 ¢ 189 §
29; 1989 ¢ 165 § 110.]

23B.08.560 Shareholder authorized indemnification
and advancement of expenses. (1) If authorized by the arti-
cles of incorporation, a bylaw adopted or ratified by the
shareholders, or a resolution adopted or ratified, before or
after the event, by the shareholders, a corporation shall have
power to indemnify or agree to indemnify a director made a
party to a proceeding, or obligate itself to advance or reim-
burse expenses incurred in a proceeding, without regard to
the limitations in RCW 23B.08.510 through 23B.08.550, pro-
vided that no such indemnity shall indemnify any director
from or on account of:

(a) Acts or omissions of the director finally adjudged to
be intentional misconduct or a knowing violation of law;

(b) Conduct of the director finally adjudged to be in vio-
lation of RCW 23B.08.310; or
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(c) Any transaction with respect to which it was finally
adjudged that such director personally received a benefit in
money, property, or services to which the director was not
legally entitled.

(2) Unless the articles of incorporation, or a bylaw or res-
olution adopted or ratified by the shareholders, provide other-
wise, any determination as to any indemnity or advance of
expenses under subsection (1) of this section shall be made in
accordance with RCW 23B.08.550. [1989 ¢ 165§ 111.]

23B.08.570 Indemnification of officers, employees,
and agents. Unless a corporation's articles of incorporation
provide otherwise:

(1) An officer of the corporation who is not a director is
entitled to mandatory indemnification under RCW
23B.08.520, and is entitled to apply for court-ordered indem-
nification under RCW 23B.08.540, in each case to the same
extent as a director;

(2) The corporation may indemnify and advance
expenses under RCW 23B.08.510 through 23B.08.560 to an
officer, employee, or agent of the corporation who is not a
director to the same extent as to a director; and

(3) A corporation may also indemnify and advance
expenses to an officer, employee, or agent who is not a direc-
tor to the extent, consistent with law, that may be provided by
its articles of incorporation, bylaws, general or specific action
of its board of directors, or contract. [1989 ¢ 165 § 112.]

23B.08.580 Insurance. A corporation may purchase
and maintain insurance on behalf of an individual who is or
was a director, officer, employee, or agent of the corporation,
or who, while a director, officer, employee, or agent of the
corporation, is or was serving at the request of the corpora-
tion as a director, officer, partner, trustee, employee, or agent
of another foreign or domestic corporation, partnership, joint
venture, trust, employee benefit plan, or other enterprise,
against liability asserted against or incurred by the individual
in that capacity or arising from the individual's status as a
director, officer, employee, or agent, whether or not the cor-
poration would have power to indemnify the individual
against the same liability under RCW 23B.08.510 or
23B.08.520. [1989 ¢ 165 § 113.]

23B.08.590 Validity of indemnification or advance
for expenses. (1) A provision treating a corporation's indem-
nification of or advance for expenses to directors that is con-
tained in its articles of incorporation, bylaws, a resolution of
its shareholders or board of directors, or in a contract or oth-
erwise, is valid only if and to the extent the provision is con-
sistent with RCW 23B.08.500 through 23B.08.580. If articles
of incorporation limit indemnification or advance for
expenses, indemnification and advance for expenses are valid
only to the extent consistent with the articles of incorpora-
tion.

(2) RCW 23B.08.500 through 23B.08.580 do not limit a
corporation's power to pay or reimburse expenses incurred by
a director in connection with the director's appearance as a
witness in a proceeding at a time when the director has not
been made a named defendant or respondent to the proceed-
ing. [1989 ¢ 165 § 114.]
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23B.08.600 Report to shareholders. If a corporation
indemnifies or advances expenses to a director under RCW
23B.08.510, 23B.08.520, 23B.08.530, 23B.08.540, or
23B.08.560 in connection with a proceeding by or in the right
of the corporation, the corporation shall report the indemnifi-
cation or advance in the form of a notice to the shareholders
delivered with or before the notice of the next shareholders'
meeting. [2002 ¢ 297 § 32; 1989 ¢ 165 § 115.]

23B.08.603 Indemnification or advance for
expenses—Later amendment or repeal of subject provi-
sion. The right of a director, officer, employee, or agent to
indemnification or to advancement of expenses arising under
a provision in the articles of incorporation or a bylaw shall
not be eliminated or impaired by an amendment to or repeal
of that provision after the occurrence of the act or omission
that is the subject of the proceeding for which indemnifica-
tion or advancement of expenses under that provision is
sought, unless the provision in effect at the time of such an
act or omission explicitly authorizes the elimination or
impairment of the right after such an action or omission has
occurred. [2011 ¢ 328 §9.]

23B.08.700 Definitions. For purposes of RCW
23B.08.710 through 23B.08.735:

(1) "Conflicting interest" with respect to a corporation
means the interest a director of the corporation has respecting
a transaction effected or proposed to be effected by the corpo-
ration, or by a subsidiary of the corporation or any other
entity in which the corporation has a controlling interest, if:

(a) Whether or not the transaction is brought before the
board of directors of the corporation for action, the director
knows at the time of commitment that the director or a related
person is a party to the transaction or has a beneficial finan-
cial interest in or so closely linked to the transaction and of
such financial significance to the director or a related person
that the interest would reasonably be expected to exert an
influence on the director's judgment if the director were
called upon to vote on the transaction; or

(b) The transaction is brought, or is of such character and
significance to the corporation that it would in the normal
course be brought, before the board of directors of the corpo-
ration for action, and the director knows at the time of com-
mitment that any of the following persons is either a party to
the transaction or has a beneficial financial interest in or so
closely linked to the transaction and of such financial signifi-
cance to the person that the interest would reasonably be
expected to exert an influence on the director's judgment if
the director were called upon to vote on the transaction: (i)
An entity, other than the corporation, of which the director is
a director, general partner, agent, or employee; (ii) a person
that controls one or more of the entities specified in (b)(i) of
this subsection or an entity that is controlled by, or is under
common control with, one or more of the entities specified in
(b)(1) of this subsection; or (iii) an individual who is a general
partner, principal, or employer of the director.

(2) "Director's conflicting interest transaction" with
respect to a corporation means a transaction effected or pro-
posed to be effected by the corporation, or by a subsidiary of
the corporation or any other entity in which the corporation
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has a controlling interest, respecting which a director of the
corporation has a conflicting interest.

(3) "Related person" of an individual means (a)(i) the
spouse, or a parent or sibling thereof, of the individual, or a
child, grandchild, sibling, parent, or spouse of any thereof, of
the individual, or a natural person having the same home as
the individual, or a trust or estate of which a person specified
in this subsection (3)(a) is a substantial beneficiary; or (ii) a
trust, estate, incompetent, conservatee, or minor of which the
individual is a fiduciary and (b) with respect to RCW
23B.08.735, in addition to the persons under (a) of this sub-
section, (i) an entity controlled by the individual or any per-
son specified in (a)(i) or (ii) of this subsection; (ii) an entity,
other than the corporation, of which the individual is a direc-
tor, general partner, agent[,] or employee; (iii) a person that
controls one or more of the entities specified in (b)(ii) of this
subsection or an entity that is controlled by, or is under com-
mon control with, one or more of the entities specified in
(b)(ii) of this subsection; or (iv) a natural person who is a gen-
eral partner, principal, or employer of the individual.

(4) "Required disclosure" means disclosure by the direc-
tor who has a conflicting interest of (a) the existence and
nature of the director's conflicting interest, and (b) all facts
known to the director respecting the subject matter of the
transaction that an ordinarily prudent person would reason-
ably believe to be material to a judgment about whether or
not to proceed with the transaction.

(5) "Time of commitment" respecting a transaction
means the time when the transaction becomes effective or, if
made pursuant to contract, the time when the corporation, or
its subsidiary or the entity in which it has a controlling inter-
est, becomes contractually obligated so that its unilateral
withdrawal from the transaction would entail significant loss,
liability, or other damage. [2015 ¢ 20 § 3; 2009 c 189 § 30;
1989 ¢ 165 § 116.]

23B.08.710 Judicial action. (1) A transaction effected
or proposed to be effected by a corporation, or by a subsidiary
of the corporation or any other entity in which the corporation
has a controlling interest, that is not a director's conflicting
interest transaction may not be enjoined, set aside, or give
rise to an award of damages or other sanctions, in a proceed-
ing by a shareholder or by or in the right of the corporation,
because a director of the corporation, or any person with
whom or which the director has a personal, economic, or
other association, has an interest in the transaction.

(2) A director's conflicting interest transaction may not
be enjoined, set aside, or give rise to an award of damages or
other sanctions, in a proceeding by a shareholder or by or in
the right of the corporation, because the director, or any per-
son with whom or which the director has a personal, eco-
nomic, or other association, has an interest in the transaction,
if:

(a) Directors' action respecting the transaction was at any
time taken in compliance with RCW 23B.08.720;

(b) Shareholders' action respecting the transaction was at
any time taken in compliance with RCW 23B.08.730; or

(¢) The transaction, judged according to the circum-
stances at the time of commitment, is established to have
been fair to the corporation. [1989 ¢ 165 § 117.]
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23B.08.720 Directors' action. (1) Directors' action
respecting a transaction is effective for purposes of RCW
23B.08.710(2)(a) if the transaction received the affirmative
vote of a majority, but no fewer than two, of those qualified
directors on the board of directors or on a duly empowered
committee of the board who voted on the transaction after
either required disclosure to them, to the extent the informa-
tion was not known by them, or compliance with subsection
(2) of this section, provided that action by a committee is so
effective only if:

(a) All its members are qualified directors; and

(b) Its members are either all the qualified directors on
the board or are appointed by the affirmative vote of a major-
ity of the qualified directors on the board.

(2) If a director has a conflicting interest respecting a
transaction, but neither the director nor a related person of the
director specified in RCW 23B.08.700(3)(a) (i) and (ii) is a
party to the transaction, and if the director has a duty under
law or professional canon, or a duty of confidentiality to
another person, respecting information relating to the trans-
action such that the director may not make the disclosure
described in RCW 23B.08.700(4)(b), then disclosure is suffi-
cient for purposes of subsection (1) of this section if the
director (a) discloses to the directors voting on the transaction
the existence and nature of the director's conflicting interest
and informs them of the character and limitations imposed by
that duty before their vote on the transaction, and (b) plays no
part, directly or indirectly, in their deliberations or vote.

(3) A majority, but no fewer than two, of all the qualified
directors on the board of directors, or on the committee, con-
stitutes a quorum for purposes of action that complies with
this section. Directors' action that otherwise complies with
this section is not affected by the presence or vote of a direc-
tor who is not a qualified director. [2015 ¢ 20 § 4; 1989 ¢ 165
§ 118.]

23B.08.730 Shareholders' action. (1) Shareholders'
action respecting a transaction is effective for purposes of
RCW 23B.08.710(2)(b) if a majority of the votes entitled to
be cast by the holders of all qualified shares were cast in favor
of the transaction after (a) notice to shareholders describing
the director's conflicting interest transaction, (b) provision of
the information referred to in subsection (4) of this section,
and (c) required disclosure to the shareholders who voted on
the transaction, to the extent the information was not known
by them.

(2) For purposes of this section, "qualified shares" means
any shares entitled to vote with respect to the director's con-
flicting interest transaction except shares that, to the knowl-
edge, before the vote, of the secretary, or other officer or
agent of the corporation authorized to tabulate votes, are ben-
eficially owned, or the voting of which is controlled, by a
director who has a conflicting interest respecting the transac-
tion or by a related person of the director, or both.

(3) A majority of the votes entitled to be cast by the hold-
ers of all qualified shares constitutes a quorum for purposes
of action that complies with this section. Subject to the provi-
sions of subsections (4) and (5) of this section, shareholders'
action that otherwise complies with this section is not
affected by the presence of holders, or the voting, of shares
that are not qualified shares.
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(4) For purposes of compliance with subsection (1) of
this section, a director who has a conflicting interest respect-
ing the transaction shall, before the shareholders' vote, inform
the secretary, or other officer or agent of the corporation
authorized to tabulate votes, of the number, and the identity
of persons holding or controlling the vote, of all shares that
the director knows are beneficially owned, or the voting of
which is controlled, by the director, or by a related person of
the director, or both.

(5) If a shareholders' vote does not comply with subsec-
tion (1) of this section solely because of a failure of a director
to comply with subsection (4) of this section, and if the direc-
tor establishes that the director's failure did not determine and
was not intended by the director to influence the outcome of
the vote, the court may, with or without further proceedings
respecting RCW 23B.08.710(2)(c), take such action respect-
ing the transaction and the director, and give such effect, if
any, to the shareholders' vote, as it considers appropriate in
the circumstances. [1989 ¢ 165 § 119.]

23B.08.735 Pursuit of business opportunities—Duty
to corporation. (1) If a director or officer or related person
of either pursues or takes advantage, directly or indirectly, of
a business opportunity, that action may not be enjoined or set
aside, or give rise to an award of damages or other sanctions,
in a proceeding by a shareholder or by or in the right of the
corporation on the ground that such opportunity should have
first been offered to the corporation, if:

(a) Before the director, officer, or related person
becomes legally obligated respecting the opportunity, the
director or officer brings it to the attention of the corporation:
and

(i) Action by qualified directors disclaiming the corpora-
tion's interest in the opportunity is taken in compliance with
the procedures set forth in RCW 23B.08.720, as if the deci-
sion being made concerned a director's conflicting interest
transaction; or

(i1) Shareholders' action disclaiming the corporation's
interest in the opportunity is taken in compliance with the
procedures set forth in RCW 23B.08.730, as if the decision
being made concerned a director's conflicting interest trans-
action;
except that, in the case of both (a)(i) and (ii) of this subsec-
tion, rather than making "required disclosure" as defined in
RCW 23B.08.700(4), in each case the director or officer must
have made prior disclosure to those acting on behalf of the
corporation of all material facts concerning the business
opportunity that are then known to the director or officer; or

(b) The duty to offer the corporation the right to have or
participate in the particular business opportunity or the class
or category in to which that particular business opportunity
falls has been limited or eliminated pursuant to a provision of
the articles of incorporation (and in the case of officers and
their related persons, made effective by action of qualified
directors) in accordance with RCW 23B.02.020(5)(k).

(2) In any proceeding seeking equitable relief or other
remedies based upon an alleged improper pursuit or taking
advantage of a business opportunity by a director or officer,
the fact that the director or officer did not employ the proce-
dure described in subsection (1)(a)(i) or (ii) of this section
before taking advantage of the opportunity does not create an
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inference that the opportunity should have been first pre-
sented to the corporation or alter the burden of proof other-
wise applicable to establish that the director or officer
breached a duty to the corporation in the circumstances.
[2015¢ 20§ 5.]

23B.08.900 Construction—Chapter applicable to
state registered domestic partnerships—2009 ¢ 521. For
the purposes of this chapter, the terms spouse, marriage, mar-
ital, husband, wife, widow, widower, next of kin, and family
shall be interpreted as applying equally to state registered
domestic partnerships or individuals in state registered
domestic partnerships as well as to marital relationships and
married persons, and references to dissolution of marriage
shall apply equally to state registered domestic partnerships
that have been terminated, dissolved, or invalidated, to the
extent that such interpretation does not conflict with federal
law. Where necessary to implement chapter 521, Laws of
2009, gender-specific terms such as husband and wife used in
any statute, rule, or other law shall be construed to be gender
neutral, and applicable to individuals in state registered
domestic partnerships. [2009 ¢ 521 § 63.]

Chapter 23B.09 RCW
CORPORATE ENTITIES—CONVERSIONS

Sections

23B.09.005 Definitions.

23B.09.010 Entity conversion.

23B.09.020 Plan of entity conversion.

23B.09.030 Approval of a plan of entity conversion.
23B.09.040 Aurticles of entity conversion.
23B.09.050 Effect of entity conversion.

23B.09.060 Abandonment of entity conversion.

23B.09.005 Definitions. The definitions in this section
apply throughout this chapter unless the context clearly
requires otherwise.

(1) "Converting entity" means the domestic corporation
that adopts a plan of entity conversion or the other entity con-
verting to a domestic corporation.

(2) "Domestic other entity" means an other entity orga-
nized under the laws of this state.

(3) "Foreign other entity" means an other entity orga-
nized under a law other than the laws of this state.

(4) "Interest holder" means a person who holds of
record:

(a) A right to receive distributions from an other entity
either in the ordinary course of business or upon liquidation,
other than as an assignee; or

(b) A right to vote on issues involving an other entity's
internal affairs, other than as an agent, assignee, proxy, or
person responsible for managing its business and affairs.

(5) "Interests" means the interests in an other entity held
by its interest holders.

(6) "Organic document" means a public organic docu-
ment or a private organic document.

(7) "Organic law" means the statute governing the inter-
nal affairs of a domestic corporation or other entity.

(8) "Other entity" means any association or entity other
than a domestic corporation, a domestic or foreign nonprofit
corporation, a domestic or foreign mutual corporation or mis-
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cellaneous corporation, or a governmental or quasi-govern-
mental organization. The term includes, but is not limited to,
foreign corporations, limited partnerships, general partner-
ships, limited liability partnerships, limited liability compa-
nies, joint ventures, joint stock companies, business trusts,
and profit unincorporated associations.

(9) "Owner liability" means personal liability for a debt,
obligation, or liability of an entity that is imposed on a per-
son:

(a) Solely by reason of the person's status as a share-
holder or interest holder; or

(b) By the articles of incorporation, bylaws, or an
organic document under a provision of the organic law of an
entity authorizing the articles of incorporation, bylaws, or an
organic document to make one or more specified sharehold-
ers, members, or interest holders liable in their capacity as
shareholders, members, or interest holders for all or specified
debts, obligations, or liabilities of the entity.

(10) "Private organic document" means any document,
other than the public organic document, if any, that deter-
mines the internal governance of an other entity.

(11) "Public organic document" means the document, if
any, that is filed of public record to create an other entity,
including amendments and restatements thereof.

(12) "Surviving entity" means the domestic corporation
or other entity that is in existence immediately after consum-
mation of an entity conversion pursuant to this chapter.
[2014 ¢ 83 § 8.]

23B.09.010 Entity conversion. (1) A domestic corpo-
ration may become an other entity pursuant to a plan of entity
conversion if the entity conversion is permitted by the
organic law of the other entity by:

(a) Complying with RCW 23B.09.030; and

(b) Filing articles of entity conversion with the secretary
of state.

(2) An other entity may become a domestic corporation
if the entity conversion is permitted by the organic law of the
other entity by:

(a) Complying with the procedures for the approval of an
entity conversion provided in the organic law of the other
entity; and

(b) Filing articles of entity conversion with the secretary
of state. [2014 ¢ 83 §9.]

23B.09.020 Plan of entity conversion. A plan of entity
conversion must be in a record and must include:

(1) The name of the domestic corporation before conver-
sion;

(2) The name and form of the surviving entity after con-
version;

(3) The terms and conditions of the conversion, includ-
ing the manner and basis for converting interests in the
domestic corporation into any combination of the interests,
shares, obligations, or other securities of the surviving entity
or any other entity or into cash or other property in whole or
part; and

(4) The organic documents of the surviving entity as they
will be in effect immediately after consummation of the con-
version. [2014 ¢ 83 § 10.]
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23B.09.030 Approval of a plan of entity conversion.
In the case of an entity conversion of a domestic corporation
to an other entity:

(1) The plan of entity conversion must be adopted by the
board of directors of the converting entity and the sharehold-
ers entitled to vote must approve the plan.

(2) After adopting a plan of entity conversion, the board
of directors of the converting entity must submit the plan of
entity conversion for approval by its shareholders.

(3) The board of directors must recommend the plan of
entity conversion to the sharcholders, unless (a) the board of
directors makes a determination that because of conflicts of
interest or other special circumstances it should not make
such a recommendation; or (b) RCW 23B.08.245 applies, and
in either case the board of directors communicates the basis
for so proceeding to the shareholders.

(4) The board of directors may condition its submission
of the plan of entity conversion on any basis, including the
affirmative vote of holders of a specified percentage of shares
held by any group of shareholders not otherwise entitled to
vote as a separate voting group on the plan of entity conver-
sion.

(5) In the case of an entity conversion of a domestic cor-
poration to a foreign corporation, in addition to any other vot-
ing conditions imposed by the board of directors acting pur-
suant to subsection (4) of this section, approval of the plan of
entity conversion requires the affirmative vote of sharehold-
ers that would be required to approve a plan of merger under
RCW 23B.11.030, and of each other voting group entitled
under RCW 23B.11.035 or the articles of incorporation to
vote separately on a plan of merger. Separate voting by addi-
tional voting groups is required on a plan of entity conversion
if such voting group or groups would be entitled to vote on a
plan of merger under the circumstances described in RCW
23B.11.035. The articles of incorporation may require a
greater or lesser vote to approve a plan of entity conversion
than that provided in this subsection, or a greater or lesser
vote by separate voting groups, so long as the required vote is
not less than a majority of all the votes entitled to be cast on
the plan of entity conversion and of each other voting group
entitled to vote separately on the plan.

(6) In the case of an entity conversion of a domestic cor-
poration to an other entity that is not a foreign corporation,
approval of the plan of entity conversion requires the
approval of all shareholders of the domestic corporation,
whether or not entitled to vote under this title or the articles of
incorporation.

(7) If as a result of the conversion one or more sharehold-
ers of the domestic corporation would become subject to
owner liability for the debts, obligations, or liabilities of any
other person or entity, in addition to the approval require-
ments under subsections (5) and (6) of this section, approval
of the plan of entity conversion must also require each such
shareholder to execute a separate record consenting to
become subject to such owner liability.

(8) If the approval of the shareholders is to be given at a
meeting, the domestic corporation must notify each share-
holder, whether or not entitled to vote, of the proposed meet-
ing of shareholders at which the plan of entity conversion is
to be submitted for approval in accordance with RCW
23B.07.050. The notice must state that the purpose, or one of
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the purposes, of the meeting is to consider the plan of entity
conversion and must contain or be accompanied by a copy or
summary of the plan of entity conversion. The notice must
include or be accompanied by a copy of the organic docu-
ments of the surviving entity as they will be in effect imme-
diately after the conversion.

(9) If any provision of the articles of incorporation,
bylaws, or an agreement to which any of the directors or
shareholders of the domestic corporation are parties, adopted,
or entered into before June 12, 2014, applies to a merger of
the domestic corporation, other than a provision that limits or
eliminates voting or dissenters' rights, and the document does
not refer to an entity conversion of the domestic corporation,
the provision is deemed to apply to an entity conversion of
the domestic corporation until the provision is subsequently
amended. [2014 ¢ 83 § 11.]

23B.09.040 Articles of entity conversion. (1) After a
plan of entity conversion by a domestic corporation convert-
ing into an other entity has been adopted and approved as
required by this chapter, articles of entity conversion must be
signed on behalf of the domestic corporation by any officer or
other duly authorized representative and must be delivered to
the secretary of state for filing.

(2) After the conversion of an other entity into a domes-
tic corporation has been adopted and approved as required by
the organic law of the converting entity, articles of entity con-
version must be signed on behalf of the converting entity by
any officer or other duly authorized representative and must
be delivered to the secretary of state for filing.

(3) The articles of entity conversion must set forth:

(a) A statement that the converting entity has been con-
verted into the surviving entity;

(b) The name and form of the converting entity before
conversion;

(c) The name and form of the surviving entity after con-
version, which must be a name that satisfies the requirements
of Article 3 of chapter 23.95 RCW if the surviving entity after
conversion is a domestic corporation;

(d) Articles of incorporation that comply with RCW
23B.02.020 if the surviving entity after conversion is a
domestic corporation;

(e) The date the conversion is effective under the organic
law of the surviving entity;

(f) If the converting entity is a domestic corporation, a
statement that the conversion was duly approved by the
shareholders of the domestic corporation pursuant to RCW
23B.09.030;

(g) If the converting entity is an other entity, a statement
that the conversion was duly approved as required by the
organic law of the converting entity; and

(h) If the surviving entity is a foreign other entity not
authorized to transact business in this state: (i) A statement
that the surviving entity consents to service of process pursu-
ant to RCW 23.95.450 in a proceeding to enforce any obliga-
tion or the rights of dissenting shareholders of the domestic
corporation; and (ii) the street and mailing address of the
entity's principal office that may be used for service of pro-
cess under RCW 23.95.450.

(4) The articles of entity conversion take effect at the
effective time provided in RCW 23.95.210. Articles of entity
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conversion under subsection (1) or (2) of this section may be
combined with any required conversion filing under the
organic law of the other entity if the combined filing satisfies
the requirements of both this section and the organic law of
the other entity. [2015¢ 176 § 2121;2014 ¢ 83 § 12.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.09.050 Effect of entity conversion. (1) An entity
that has been converted pursuant to this chapter is, for all pur-
poses of the laws of the state of Washington, deemed to be
the same entity that existed before the conversion and, unless
otherwise agreed or as required under applicable non-Wash-
ington law, the converting entity is not required to wind up its
affairs or pay its liabilities and distribute its assets, and the
conversion is not deemed to constitute a dissolution of the
converting entity.

(2) When any conversion becomes effective under this
chapter:

(a) The title to all real estate and other property, both tan-
gible and intangible, owned by the converting entity remains
vested in the surviving entity without reversion or impair-
ment;

(b) All rights of creditors and all liens upon any property
of the converting entity must be preserved unimpaired, and
all debts, liabilities, and other obligations of the converting
entity continue as obligations of the surviving entity, remain
attached to the surviving entity, and may be enforced against
it to the same extent as if the debts, liabilities, and other obli-
gations had originally been incurred or contracted by it in its
capacity as the surviving entity;

(¢) An action or proceeding pending by or against the
converting entity may be continued by or against the surviv-
ing entity as if the conversion had not occurred;

(d) Except as prohibited by other law, all of the rights,
privileges, immunities, powers, and purposes of the convert-
ing entity remain vested in the surviving entity; and

(e) Except as otherwise provided in the plan of entity
conversion, the terms and conditions of the plan of entity
conversion take effect.

(3) When a conversion of a domestic corporation to a
foreign other entity becomes effective, the surviving entity is
deemed:

(a) To consent to the jurisdiction of the courts of this
state to enforce any obligation owed by the converting entity,
if before the conversion the converting entity was subject to
suit in this state on the obligation;

(b) To consent to service of process pursuant to RCW
23.95.450 in a proceeding to enforce any obligation or the
rights of dissenting shareholders of the domestic corporation
in connection with the conversion; and

(c) To agree that it will promptly pay to the dissenting
shareholders of the domestic corporation the amount, if any,
to which they are entitled under chapter 23B.13 RCW. [2015
c 176 § 2122;2014 ¢ 83 § 13.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

23B.09.060 Abandonment of entity conversion. (1)
Unless otherwise provided in a plan of entity conversion of a
domestic corporation, after the plan of entity conversion has
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been adopted and approved as required by this chapter, and at
any time before the articles of entity conversion have become
effective, the planned conversion may be abandoned by the
board of directors without action by the shareholders.

(2) If any entity conversion is abandoned after articles of
entity conversion have been filed with the secretary of state
but before the entity conversion has become effective, a state-
ment that the entity conversion has been abandoned in accor-
dance with this section, signed by an officer or other duly
authorized representative, must be delivered to the secretary
of state for filing prior to the effective date of the entity con-
version and in accordance with RCW 23.95.215. Upon filing,
the statement takes effect and the entity conversion is deemed
abandoned and may not become effective. [2015 ¢ 176 §
2123;2014 ¢ 83 § 14.]

Effective date—Contingent effective date—2015 ¢ 176: See note fol-
lowing RCW 23.95.100.

Chapter 23B.10 RCW

AMENDMENT OF ARTICLES OF INCORPORATION
AND BYLAWS

Sections

23B.10.010 Authority to amend articles of incorporation.
23B.10.012 Certificate of authority as insurance company—Filing of
records.

23B.10.020 Amendment of articles of incorporation by board of directors.

23B.10.030 Amendment of articles of incorporation by board of directors
and shareholders.

23B.10.040 Voting on amendments to articles of incorporation by voting
groups.

23B.10.050 Amendment of articles of incorporation before issuance of
shares.

23B.10.060 Articles of amendment.

23B.10.070 Restated articles of incorporation.

23B.10.080 Amendment of articles of incorporation pursuant to reorgani-
zation.

23B.10.090 Effect of amendment of articles of incorporation.

23B.10.200 Amendment of bylaws by board of directors or shareholders.

23B.10.205 Amendment of bylaws—Election of directors.

23B.10.210 Bylaw increasing quorum or voting requirements for directors.

23B.10.010 Authority to amend articles of incorpora-
tion. (1) A corporation may amend its articles of incorpora-
tion at any time to add or change a provision that is required
or permitted in the articles of incorporation or to delete a pro-
vision not required in the articles of incorporation. Whether a
provision is required or permitted in the articles of incorpora-
tion is determined as of the effective date of the amendment.

(2) A shareholder of the corporation does not have a
vested property right resulting from any provision in the arti-
cles of incorporation, including provisions relating to man-
agement, control, capital structure, dividend entitlement, or
purpose or duration of the corporation. [1989 ¢ 165 § 120.]

23B.10.012 Certificate of authority as insurance
company—Filing of records. For those corporations that
have a certificate of authority, are applying for, or intend to
apply for a certificate of authority from the insurance com-
missioner as an insurance company under chapter 48.05
RCW, whenever under this chapter corporate records are
required to be filed with the secretary of state, the records
shall be filed with the insurance commissioner rather than the
secretary of state. [2002 ¢ 297 § 33; 1998 ¢ 23§ 9.]
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23B.10.020 Amendment of articles of incorporation
by board of directors. Unless the articles of incorporation
provide otherwise, a corporation's board of directors may
adopt one or more amendments to the corporation's articles of
incorporation without shareholder approval:

(1) If the corporation has only one class of shares out-
standing, to provide, change, or eliminate any provision with
respect to the par value of any class of shares;

(2) To delete the names and addresses of the initial direc-
tors;

(3) To delete the name and address of the initial regis-
tered agent or registered office, if a statement of change is on
file with the secretary of state;

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

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

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

(5) To change the corporate name; or

(6) To make any other change expressly permitted by
this title to be made without shareholder approval. [2009 c
189 § 31;2003 ¢ 35 § 3; 1989 ¢ 165 § 121.]

23B.10.030 Amendment of articles of incorporation
by board of directors and shareholders. (1) A corpora-
tion's board of directors may propose one or more amend-
ments to the articles of incorporation for submission to the
shareholders.

(2) For the amendment to be adopted:

(a) The board of directors must recommend the amend-
ment to the shareholders unless (i) the board of directors
determines that because of conflict of interest or other special
circumstances it should make no recommendation or (ii)
RCW 23B.08.245 applies, and in either case the board of
directors communicates the basis for so proceeding to the
shareholders; and

(b) The shareholders entitled to vote on the amendment
must approve the amendment as provided in subsection (5) of
this section.

(3) The board of directors may condition its submission
of the proposed amendment on any basis, including the affir-
mative 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 sep-
arate voting group on the proposed amendment.

(4) The corporation shall notify each shareholder,
whether or not entitled to vote, of the proposed shareholders'
meeting in accordance with RCW 23B.07.050. The notice of
meeting must also state that the purpose, or one of the pur-
poses, of the meeting is to consider the proposed amendment
and contain or be accompanied by a copy of the amendment.

(5) In addition to any other voting conditions imposed by
the board of directors under subsection (3) of this section, the
amendment to be adopted must be approved by two-thirds,
or, in the case of a public company, a majority, of the voting
group comprising all the votes entitled to be cast on the pro-
posed amendment, and of each other voting group entitled
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under RCW 23B.10.040 or the articles of incorporation to
vote separately on the proposed amendment. The articles of
incorporation may require a greater vote than that provided
for in this subsection. The articles of incorporation of a cor-
poration other than a public company may require a lesser
vote than that provided for in this subsection, or may require
a lesser vote by separate voting groups, so long as the
required vote is not less than a majority of all the votes enti-
tled to be cast on the proposed amendment and of each other
voting group entitled to vote separately on the proposed
amendment. Separate voting by additional voting groups is
required on a proposed amendment under the circumstances
described in RCW 23B.10.040. [2011 ¢ 328 § 5;2003 ¢ 35 §
4; 1989 ¢ 165 § 122.]

23B.10.040 Voting on amendments to articles of
incorporation by voting groups. (1) Except as otherwise
required by subsection (3) of this section or otherwise permit-
ted by subsection (4) of this section, the holders of the out-
standing shares of a class or series are entitled to vote as a
separate voting group on a proposed amendment if share-
holder voting is otherwise required by this title and if the
amendment would:

(a) Increase the aggregate number of authorized shares
of the class or series;

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

(c) Change the rights, preferences, or limitations 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;

(d) Change all or part of the issued and outstanding
shares of the class or series into a different number of shares
of the same class or series, thereby adversely affecting the
holders of shares of the class or series;

(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 accor-
dance with RCW 23B.06.020 may be, prior, superior, or sub-
stantially equal to the shares of the class or series;

(f) Increase the rights or preferences with respect to dis-
tributions or to dissolution, or the number of authorized
shares of any class or series that, after giving effect to the
amendment, has rights or preferences with respect to distribu-
tions 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;

(g) Limit or deny an existing preemptive right of all or
part of the shares of the class or series;

(h) Cancel or otherwise adversely affect rights to distri-
butions or dividends that have accumulated but not yet been
declared on all or part of the shares of the class or series; or

(1) Effect a redemption 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 amendment would affect only a series
of a class of shares in one or more of the ways described in
subsection (1) of this section, only the shares of that series are
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entitled to vote as a separate voting group on the proposed
amendment. A voting group entitled to vote separately under
this section may never comprise a group of holders smaller
than the holders of a single class or series authorized and des-
ignated as a class or series in the articles of incorporation,
unless otherwise provided in the articles of incorporation or
unless the board of directors conditions its submission of the
proposed amendment on a separate vote by one or more
smaller voting groups.

(3) If a proposed amendment, that would otherwise enti-
tle two or more classes or series of shares to vote as separate
voting groups under this section, would affect those two or
more classes or series in the same or a substantially similar
way, then instead of voting as separate voting groups the
shares of all similarly affected classes or series shall vote
together as a single voting group on the proposed amend-
ment, unless otherwise provided in the articles of incorpora-
tion or unless the board of directors conditions its submission
of the proposed amendment on a separate vote by one or
more classes 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 may,
however, limit 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 means of a provision
that makes explicit reference to the limitation or denial of
voting group rights that would otherwise apply under subsec-
tion (1)(a), (e), or (f) of this section. [2003 ¢ 35 § 5; 1989 ¢
165 § 123.]

23B.10.050 Amendment of articles of incorporation
before issuance of shares. If a corporation has not yet issued
shares, its board of directors, or incorporators if initial direc-
tors were not named in the articles of incorporation and have
not been elected, may adopt one or more amendments to the
corporation's articles of incorporation. [1989 ¢ 165 § 124.]

23B.10.060 Articles of amendment. A corporation
amending its articles of incorporation shall deliver to the sec-
retary of state for filing articles of amendment setting forth:

(1) The name of the corporation;

(2) The text of each amendment adopted;

(3) If an amendment provides for an exchange, reclassi-
fication, or cancellation of issued shares, provisions for
implementing the amendment if not contained in the amend-
ment itself;

(4) The date of each amendment's adoption;

(5) If an amendment was adopted by the incorporators or
board of directors without shareholder approval, a statement
to that effect and that shareholder approval was not required,
and

(6) If shareholder approval was required, a statement that
the amendment was duly approved by the shareholders in
accordance with the provisions of RCW 23B.10.030 and
23B.10.040. [2009 ¢ 189 § 32; 1989 ¢ 165 § 125.]

23B.10.070 Restated articles of incorporation. (1)
Any officer of the corporation may restate its articles of
incorporation at any time.
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(2) A restatement may include one or more amendments
to the articles of incorporation. If the restatement includes an
amendment not requiring shareholder approval, it must be
adopted by the board of directors. If the restatement includes
an amendment requiring shareholder approval, it must be
adopted in accordance with RCW 23B.10.030.

(3) If the board of directors submits a restatement for
shareholder approval, the corporation shall notify each share-
holder, whether or not entitled to vote, of the proposed share-
holders' meeting in accordance with RCW 23B.07.050. The
notice must also state that the purpose, or one of the purposes,
of the meeting is to consider the proposed restatement and
contain or be accompanied by a copy of the restatement that
identifies any amendment or other change it would make in
the articles of incorporation.

(4) A corporation restating its articles of incorporation
shall deliver to the secretary of state for filing articles of
restatement setting forth the name of the corporation and the
text of the restated articles of incorporation together with a
certificate setting forth:

(a) If the restatement does not include an amendment to
the articles of incorporation, a statement to that effect;

(b) If the restatement contains an amendment to the arti-
cles of incorporation not requiring shareholder approval, a
statement that the board of directors adopted the restatement
and the date of such adoption;

(c) If the restatement contains an amendment to the arti-
cles of incorporation requiring shareholder approval, the
information required by RCW 23B.10.060; and

(d) Both the articles of restatement and the certificate
must be executed.

(5) Duly adopted restated articles of incorporation super-
sede the original articles of incorporation and all amendments
to them.

(6) The secretary of state may certify restated articles of
incorporation, as the articles of incorporation currently in
effect, without including the certificate information required
by subsection (4) of this section. [2009 ¢ 189 § 33; 1991 ¢ 72
§36; 1989 ¢ 165 § 126.]

23B.10.080 Amendment of articles of incorporation
pursuant to reorganization. (1) A corporation's articles of
incorporation may be amended without approval by the board
of directors or shareholders to carry out a plan of reorganiza-
tion ordered or decreed by a court of competent jurisdiction
under federal statute if the articles of incorporation after
amendment contain only provisions required or permitted by
RCW 23B.02.020.

(2) The individual or individuals designated by the court
shall deliver to the secretary of state for filing articles of
amendment setting forth:

(a) The name of the corporation;

(b) The text of each amendment approved by the court;

(c) The date of the court's order or decree approving the
articles of amendment;

(d) The title of the reorganization proceeding in which
the order or decree was entered; and

(e) A statement that the court had jurisdiction of the pro-
ceeding under federal statute.
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(3) Shareholders of a corporation undergoing reorgani-
zation do not have dissenters' rights except as and to the
extent provided in the reorganization plan.

(4) This section does not apply after entry of a final
decree in the reorganization proceeding even though the
court retains jurisdiction of the proceeding for limited pur-
poses unrelated to consummation of the reorganization plan.
[2009 ¢ 189 § 34; 1989 ¢ 165 § 127.]

23B.10.090 Effect of amendment of articles of incor-
poration. An amendment to articles of incorporation does
not affect a cause of action existing against or in favor of the
corporation, a proceeding to which the corporation is a party,
or the existing rights of persons other than shareholders of the
corporation. An amendment changing a corporation's name
does not abate a proceeding brought by or against the corpo-
ration in its former name. [1989 ¢ 165 § 128.]

23B.10.200 Amendment of bylaws by board of direc-
tors or shareholders. (1) A corporation's board of directors,
subject to the limitations set forth in RCW 23B.02.060(4),
may amend or repeal the corporation's bylaws, or adopt new
bylaws, except to the extent that:

(a) This power is reserved exclusively to the sharehold-
ers pursuant to the articles of incorporation or a shareholders'
agreement authorized by RCW 23B.07.320, or pursuant to
RCW 23B.10.205, 23B.10.210, or any other provision of this
title; or

(b) The shareholders, in amending, repealing, or adopt-
ing a particular bylaw under subsection (2) of this section,
provide expressly that the board of directors may not amend
or repeal that bylaw.

(2) A corporation's shareholders, subject to the limita-
tions set forth in RCW 23B.02.060(4), may amend or repeal
the corporation's bylaws, or adopt new bylaws, even though
the bylaws may also be amended or repealed, or new bylaws
may also be adopted, by its board of directors. [2011 ¢ 328 §
3;2009 ¢ 189 § 35; 2007 c 467 § 7; 1989 ¢ 165 § 129.]

23B.10.205 Amendment of bylaws—Election of
directors. (1) Unless the articles of incorporation specifi-
cally prohibit the adoption of a bylaw pursuant to this section,
alter the vote specified in RCW 23B.07.280(2), or allow for
or do not exclude cumulative voting, a public company may
elect in its bylaws to be governed in the election of directors
as follows:

(a) Each vote entitled to be cast may be voted for, voted
against, or withheld for one or more candidates up to that
number of candidates that is equal to the number of directors
to be elected but without cumulating the votes, or a share-
holder may indicate an abstention for one or more candidates;

(b) To be elected, a candidate must have received the
number, percentage, or level of votes specified in the bylaws;
provided that holders of shares entitled to vote in the election
and constituting a quorum are present at the meeting. Except
in a contested election as provided in (e) of this subsection, a
candidate who does not receive the number, percentage, or
level of votes specified in the bylaws but who was a director
at the time of the election shall continue to serve as a director
for a term that shall terminate on the date that is the earlier of
(i) the date specified in the bylaw, but not longer than ninety
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days from the date on which the voting results are determined
pursuant to RCW 23B.07.035(2), or (ii) the date on which an
individual is selected by the board of directors to fill the
office held by such director, which selection shall be deemed
to constitute the filling of a vacancy by the board to which
RCW 23B.08.100 applies;

(c) A bylaw adopted pursuant to this section may provide
that votes cast against and/or withheld as to a candidate are to
be taken into account in determining whether the number,
percentage, or level of votes required for election has been
received. Unless the bylaw specifies otherwise, only votes
cast are to be taken into account and a ballot marked "with-
held" in respect to a share is deemed to be a vote cast. Unless
the bylaws specify otherwise, shares otherwise present at the
meeting but for which there is an abstention or as to which no
authority or direction to vote in the election is given or spec-
ified, are not deemed to be votes cast in the election;

(d) The board of directors may select any qualified indi-
vidual to fill the office held by a director who did not receive
the specified vote for election referenced in (b) of this subsec-
tion; and

(e) Unless the bylaw specifies otherwise, a bylaw
adopted pursuant to this subsection (1) shall not apply to an
election of directors by a voting group if (i) at the expiration
of the time fixed under a provision requiring advance notifi-
cation of director candidates, or (ii) absent such a provision,
at a time fixed by the board of directors which is not more
than fourteen days before notice is given of the meeting at
which the election is to occur, there are more candidates for
election by the voting group than the number of directors to
be elected, one or more of whom are properly proposed by
shareholders. An individual shall not be considered a candi-
date for purposes of this subsection (1)(e) if the board of
directors determines before the notice of meeting is given
that such individual's candidacy does not create a bona fide
election contest.

(2) A bylaw containing an election to be governed by
this section may be repealed or amended:

(a) If originally adopted by the shareholders, only by the
shareholders, unless the bylaw otherwise provides; or

(b) If adopted by the board of directors, by the board of
directors or the shareholders. [2009 ¢ 189 § 36; 2007 ¢ 467 §
5.]

23B.10.210 Bylaw increasing quorum or voting
requirements for directors. (1) A bylaw that fixes a greater
quorum or voting requirement for the board of directors may
be amended or repealed:

(a) If originally adopted by the shareholders, only by the
sharecholders; or

(b) If originally adopted by the board of directors, either
by the shareholders or by the board of directors.

(2) A bylaw adopted or amended by the shareholders that
fixes a greater quorum or voting requirement for the board of
directors may provide that it may be amended or repealed
only by a specified vote of either the shareholders or the
board of directors.

(3) If the corporation is a public company, approval by
the board of directors under subsection (1)(b) of this section
to adopt or amend a bylaw that changes the quorum or voting
requirement for the board of directors must meet the quorum
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requirement and be approved by the vote required for
approval under the quorum and voting requirement then in
effect.

(4) If the corporation is not a public company, approval
by the board of directors under subsection (1)(b) of this sec-
tion to adopt or amend a bylaw that changes the quorum or
voting requirement for the board of directors must meet the
same quorum requirement and be approved by the same vote
required for approval under the quorum and voting require-
ment then in effect or proposed to be adopted, whichever is
greater. [2009 ¢ 189 § 37; 1989 ¢ 165 § 130.]

Chapter 23B.11 RCW
MERGER AND SHARE EXCHANGE

Sections

23B.11.010 Merger.

23B.11.020 Share exchange.

23B.11.030 Approval of plan of merger or share exchange.
23B.11.035 Plan of merger or share exchange—Separate voting group.
23B.11.040 Merger of subsidiary.

23B.11.050 Aurticles of merger or share exchange.

23B.11.060 Effect of merger or share exchange.

23B.11.070 Merger or share exchange with foreign corporation.
23B.11.080 Merger.

23B.11.090 Articles of merger.

23B.11.100 Merger—Corporation is surviving entity.
23B.11.110 Merger with foreign and domestic entities—Effect.

23B.11.010 Merger. (1) One or more corporations may
merge into another corporation if the board of directors of
each corporation adopts and its shareholders, if required by
RCW 23B.11.030, approve a plan of merger.

(2) The plan of merger must set forth:

(a) The name of each corporation planning to merge and
the name of the surviving corporation into which each other
corporation plans to merge;

(b) The terms and conditions of the merger; and

(c) The manner and basis of converting the shares of
each corporation into shares, obligations, or other securities
of the surviving or any other corporation or into cash or other
property in whole or part.

(3) The plan of merger may set forth:

(a) Amendments to the articles of incorporation of the
surviving corporation; and

(b) Other provisions relating to the merger. [1989 ¢ 165
§ 131.]

23B.11.020 Share exchange. (1) A corporation may
acquire all of the outstanding shares of one or more classes or
series of another corporation if the board of directors of each
corporation adopts and its shareholders, if required by RCW
23B.11.030, approve the exchange.

(2) The plan of exchange must set forth:

(a) The name of the corporation whose shares will be
acquired and the name of the acquiring corporation;

(b) The terms and conditions of the exchange;

(c) The manner and basis of exchanging the shares to be
acquired for shares, obligations, or other securities of the
acquiring or any other corporation or for cash or other prop-
erty in whole or part.

(3) The plan of exchange may set forth other provisions
relating to the exchange.
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(4) This section does not limit the power of a corporation
to acquire all or part of the shares of one or more classes or
series of another corporation through a voluntary exchange or
otherwise. [1989 ¢ 165 § 132.]

23B.11.030 Approval of plan of merger or share
exchange. (1) After adopting a plan of merger or share
exchange, the board of directors of each corporation party to
the merger, and the board of directors of the corporation
whose shares will be acquired in the share exchange, shall
submit the plan of merger, except as provided in subsection
(7) of this section, or share exchange for approval by its
shareholders.

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

(a) The board of directors must recommend the plan of
merger or share exchange to the sharcholders unless (i) the
board of directors determines that because of conflict of inter-
est or other special circumstances it should make no recom-
mendation or (i) RCW 23B.08.245 applies, and in either case
the board of directors communicates the basis for so proceed-
ing to the shareholders; and

(b) The shareholders entitled to vote must approve the
plan, except as provided in subsection (7) of this section.

(3) The board of directors may condition its submission
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 incorpora-
tion to vote as a separate voting group on the proposed plan
of merger or share exchange.

(4) The corporation shall notify each shareholder,
whether or not entitled to vote, of the proposed shareholders'
meeting in accordance with RCW 23B.07.050. The notice
must also state that the purpose, or one of the purposes, of the
meeting is to consider the plan of merger or share exchange
and must contain or be accompanied by a copy or summary
of the plan.

(5) In addition to any other voting conditions imposed by
the board of directors under subsection (3) of this section, the
plan of merger must be approved by two-thirds of the voting
group comprising all the votes entitled to be cast on the plan,
and of each other voting group entitled under RCW
23B.11.035 or the articles of incorporation to vote separately
on the plan, unless shareholder approval is not required under
subsection (7) of this section. The articles of incorporation
may require a greater or lesser vote than that provided in this
subsection, or a greater or lesser vote by separate voting
groups, so long as the required vote is not less than a majority
of all the votes entitled to be cast on the plan of merger 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 merger under the circumstances described in
RCW 23B.11.035.

(6) In addition to any other voting conditions imposed by
the board of directors under subsection (3) of this section, the
plan of share exchange must be approved by two-thirds of the
voting group comprising all the votes entitled to be cast on
the plan, and of each other voting group entitled under RCW
23B.11.035 or the articles of incorporation to vote separately
on the plan. The articles of incorporation may require a

[Title 23B RCW—page 37]



23B.11.035

greater or lesser vote than that provided in this subsection, or
a greater or lesser vote by separate voting groups, so long as
the required vote is not less than a majority of all the votes
entitled to be cast on the plan of share exchange 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 under the circumstances described in
RCW 23B.11.035.

(7) Approval by the shareholders of the surviving corpo-
ration on a plan of merger is not required if:

(a) The articles of incorporation of the surviving corpo-
ration will not differ, except for amendments enumerated in
RCW 23B.10.020, from its articles of incorporation before
the merger;

(b) Each shareholder of the surviving corporation whose
shares were outstanding immediately before the effective
date of the merger will hold the same number of shares, with
identical designations, preferences, limitations, and relative
rights, immediately after the merger;

(c) The number of voting shares outstanding immedi-
ately after the merger, plus the number 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, will not
exceed the total number of voting shares of the surviving cor-
poration authorized by its articles of incorporation immedi-
ately before the merger; and

(d) The number of participating shares outstanding
immediately after the merger, plus the number of participat-
ing shares issuable as a result of the merger, either by the con-
version of securities issued pursuant to the merger or the
exercise of rights and warrants issued pursuant to the merger,
will not exceed the total number of participating shares
authorized by its articles of incorporation immediately before
the merger.

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

(a) "Participating shares" means shares that entitle their
holders to participate without limitation in distributions.

(b) "Voting shares" means shares that entitle their hold-
ers to vote unconditionally in elections of directors.

(9) After a merger or share exchange is approved, and at
any time before articles of merger or share exchange are
filed, the planned merger or share exchange may be aban-
doned, subject to any contractual rights, without further
shareholder approval, in accordance with the procedure set
forth in the plan of merger or share exchange or, if none is set
forth, in the manner determined by the board of directors.
[2011 ¢ 328 § 6; 2009 c 189 § 38; 2003 ¢ 35 § 6; 1989 ¢ 165
§ 133.]

23B.11.035 Plan of merger or share exchange—Sep-
arate voting group. (1) Except as otherwise required by
subsection (3) of this section or otherwise permitted by sub-
section (4) of this section, the holders of the outstanding
shares of a class or series are entitled to vote as a separate vot-
ing group on a proposed plan of merger or plan of share
exchange if shareholder voting is otherwise required by this
title and if, as a result of the proposed plan, holders of part or
all of the class or series would hold or receive:

(a) Shares of any class or series of the surviving or
acquiring corporation, or of any parent corporation of the sur-
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viving corporation, and either (i) that class or series has a
greater number of authorized shares than the class or series
held by the holders prior to the merger or share exchange, or
(ii) the proposed plan effects a change in the number of
shares held by the holders, or in the rights, preferences, or
limitations of the shares they hold, or in the class or series of
shares they hold, and such change adversely affects the hold-
ers;

(b) Shares of any class or series of the surviving or
acquiring corporation, or of any parent corporation of the sur-
viving corporation, and the holders who hold or receive
shares of that class or series are adversely affected under the
proposed plan, as compared to their circumstances prior to
the proposed merger or share exchange, by the creation, exis-
tence, number 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 cor-
poration having rights or preferences with respect to distribu-
tions or to dissolution that are, or upon designation by the sur-
viving, acquiring, or parent corporation's board of directors
may 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 merger or share exchange; or

(c) Cash or any other form of consideration other than
shares of the surviving or acquiring corporation or of any par-
ent corporation of the surviving corporation, received upon
redemption or cancellation of all or part of their shares pursu-
ant to the proposed plan of merger or share exchange.

(2) If a proposed plan of merger or share exchange would
affect only a series of a class of shares in one or more 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 plan. A voting group entitled to vote
separately under this section may never comprise 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 otherwise provided in the articles of
incorporation or unless the board of directors conditions its
submission of the proposed plan on a separate vote by one or
more smaller voting groups.

(3) If a proposed plan of merger or share exchange, that
would otherwise entitle two or more classes or series of
shares to vote as separate voting groups under this section,
would affect those two or more classes or series in the same
or a substantially similar way, then instead of voting as sepa-
rate voting groups, the shares of all similarly affected classes
or series shall vote together as a single voting group on the
proposed plan of merger or share exchange, unless otherwise
provided in the articles of incorporation or unless the board of
directors conditions its submission of the proposed plan on a
separate vote by one or more classes or series. Holders of
shares of two or more classes or series of shares who will,
under 