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SENATE BI LL 6183

State of WAshi ngt on 55th Legislature 1998 Regul ar Sessi on
By Senators Johnson and Roach

Read first tine 01/12/98. Referred to Commttee on Law & Justi ce.

AN ACT Relating to shares and distributions under the Washi ngton
busi ness corporation act; and anmendi ng RCW23B. 06. 010, 23B. 06. 020, and
23B. 06. 240.

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

Sec. 1. RCW 23B. 06. 010 and 1989 c¢ 165 s 44 are each anended to
read as foll ows:

(1) The articles of incorporation nust prescribe the classes of
shares and the nunber of shares of each class that the corporation is
aut hori zed to issue.

(a) If nore than one class of shares is authorized, the articles
of incorporation nust prescribe a distinguishing designation for each
class, and, prior to the issuance of shares of a class, the
preferences, limtations, voting powers, and relative rights of that
cl ass nmust be described in the articles of incorporation.

(b) ((Anry—ef—the—designationsy)) Preferences, limtations, voting

owers, or relative rights of or on any class or series of shares or

the holders thereof may be nade dependent upon facts ascertainable

outside the articles of incorporation ((er—ef—anyanrendrent—thereto,—or
d I Lyt Lyt i : he | :
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Hneorporatioen)), if the manner in which such facts shall operate on the
((destgnat+onsy)) preferences, limtations, voting powers, or relative

rights of such class or series ((+s—elearly—and-expressty)) of shares
or the holders thereof is set forth in the articles of incorporation
(( . I Lyt i i : he i : I
shares—adopted—by—the—board—oft—di+reetors)). "Facts ascertainable

outside the articles of incorporation” includes, but is not limtedto,
the existence of any condition or the occurrence of any event,
including, without limtation, a determ nation or action by any person
or body, including the corporation, its board of directors, or an
of ficer, enployee, or agent of the corporation.

(c) Al shares of a class nust have preferences, limtations,
voting powers, and relative rights identical with those of other shares
of the same class except to the extent otherwi se permtted by (b) of
this subsection or RCW 23B. 06. 020.

(2) The articles of incorporation nust authorize (a) one or nore
cl asses of shares that together have unlimted voting rights, and (b)
one or nore classes of shares, which nay be the sane class or cl asses
as those with voting rights, that together are entitled to receive the
net assets of the corporation upon dissol ution.

(3) The articles of incorporation may aut hori ze one or nore cl asses
of shares that:

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

(b) Are redeenmable or convertible as specified in the articles of
incorporation (i) at the option of the corporation, the sharehol der, or
anot her person or upon the occurrence of a designated event, (ii) for
cash, indebtedness, securities, or other property, (ili) in a
designated anmpunt or in an anount determned in accordance with a
designated fornmula or by reference to extrinsic data or events;

(c) Entitle the holders to distributions calculated in any manner,
i ncl udi ng di vi dends that may be cunul ative, noncunul ative, or partially
cunul ative; or

(d) Have preference over any other class of shares with respect to
distributions, including dividends and distributions upon the
di ssolution of the corporation.
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(4) The description of the designations, preferences, limtations,
and relative rights of share classes in subsection (3) of this section
i's not exhaustive.

Sec. 2. RCW 23B. 06. 020 and 1989 c¢ 165 s 45 are each anended to
read as foll ows:

(1) If the articles of incorporation so provide, the board of
directors my determne, in whole or part, the preferences,
limtations, voting powers, and relative rights, withinthe limts 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
nmore series within a class, and designate the nunber of shares within
that series, before the issuance of any shares of that series.

(2) Each series of a class mnust be given a distinguishing
desi gnation

(3) Al shares of a series nmust have preferences, limtations
voting powers, and relative rights identical with those of other shares
of the sane series ((and)), except to the extent otherw se ((provided
HA—the—deseription—of —the series;—wth—these)) permtted by RCW
23B. 06. 010(1) (b). All shares of a series mnust have preferences,
limtations, voting powers, and relative rights identical with those of
shares of other series of the sane class, except to the extent
ot herwi se provided in the description of the series.

(4) Before issuing any shares of a class or series created under
this section, the corporation nust deliver to the secretary of state
for filing articles of anendnent, which are effective wthout
shar ehol der action, that set forth:

(a) The nane of the corporation;

(b) The text of the amendnent determ ning the terns of the class or
series of shares;

(c) The date it was adopted; and

(d) The statenent that the amendnent was duly adopted by the board
of directors.

(5) Unless the articles of incorporation provide otherw se, the
board of directors nmay, after the i ssuance of shares of a series whose
nunber it is authorized to designate, anend the resol uti on establishing
the series to decrease, but not below the nunber of shares of such
series then outstanding, the nunber of authorized shares of that
series, by filing articles of amendnent, which are effective wthout
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shar ehol der action, in the manner provided in subsection (4) of this
section.

Sec. 3. RCW 23B.06.240 and 1989 c 165 s 52 are each anended to
read as foll ows:

(1) Unless the articles of incorporation provide otherw se, a
corporation may issue rights, options, or warrants for the purchase of
shares of the corporation. The board of directors shall determ ne the
terms upon which the rights, options, or warrants are issued, their
form and content, and the ternms and conditions relating to their
exercise, including the tinme or tinmes, the conditions precedent, and
the consideration for which ((the—shares—are—to—be+issued)) and the
hol ders by whomthe rights, options, or warrants may be exercised.

(2) The terns of rights, options, or warrants, including the tine
or times, the conditions precedent, and the consideration for which and

the holders by whomthe rights, options, or warrants nay be exerci sed,

as well as their duration (a) may preclude or limt the exercise,

transfer, or receipt of such rights, options, or warrants or invalidate

or void any rights, options, or warrants and (b) may be made dependent

upon facts ascertainable outside the docunents evidencing them or

outside the resolution or resol utions adopted by the board of directors

creating such rights, options, or warrants if the manner i n which those

facts operate on the rights, options, or warrants or the holders

thereof is clearly set forth in the docunents or the resol utions.

"Facts ascertai nable outside the docunents evidencing them or outside

the resolution or resolutions adopted by the board of directors

creating such rights, options, or warrants" includes, but is not

limted to, the existence of any condition or the occurrence of any

event, including, without limtation, a determ nation or action by any

person or body, including the corporation, its board of directors, or

an officer, enployee, or agent of the corporation.

~-- END ---
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