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SUBSTITUTE SENATE BILL 5034

State of Washington 67th Legislature 2021 Regular Session

By Senate Law & Justice (originally sponsored by Senators Pedersen,
Padden, and Mullet; by request of Washington State Bar Association)

READ FIRST TIME 01/22/21.

AN ACT Relating to nonprofit corporations; amending  RCW
11.110.020, 23.95.255, 23.95.305, 7.60.025, 9.46.0209, 15.105.020,
18.100.050, 18.100.130, 18.100.134, 23.95.105, 24.50.010,
28A.710.010, 35.67.020, 35.67.190, 35.92.020, 36.89.080, 36.94.140,
39.34.030, 39.34.055, 41.04.382, 43.06.335, 43.07.120, 43.07.190,
43.15.030, 43.105.020, 43.210.020, 43.210.040, 43.330.135, 46.19.020,
48.30.135, 48.180.010, ©4.34.300, 64.38.025, 64.90.400, 66.24.495,
66.24.680, 68.20.020, 70.45.070, 70.290.030, 79A.30.030, 79A.30.040,
79A.35.130, 79A.70.030, 82.04.4251, 82.04.4264, 82.04.431,
82.04.4328, 82.08.0203, 82.08.0293, 82.12.0293, 88.46.065, and
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89.08.405; reenacting and amending RCW 19.142.010, 48.62.021, and
74.15.020; adding a new section to chapter 74.15 RCW; adding a new
chapter to Title 24 RCW; repealing RCW 24.03.005, 24.03.009,
24.03.010, 24.03.015, 24.03.017, 24.03.020, 24.03.025, 24.03.027,
24.03.030, 24.03.035, 24.03.040, 24.03.043, 24.03.045, 24.03.04¢0,
24.03.047, 24.03.048, 24.03.050, 24.03.055, 24.03.060, 24.03.065,
24.03.070, 24.03.075, 24.03.080, 24.03.085, 24.03.090, 24.03.095,
24.03.100, 24.03.103, 24.03.1031, 24.03.105, 24.03.110, 24.03.113,
24.03.115, 24.03.120, 24.03.125, 24.03.127, 24.03.130, 24.03.135,
24.03.140, 24.03.145, 24.03.150, 24.03.155, 24.03.160, 24.03.165,
24.03.170, 24.03.175, 24.03.180, 24.03.183, 24.03.185, 24.03.190,
24.03.195, 24.03.200, 24.03.205, 24.03.207, 24.03.210, 24.03.215,
24.03.217, 24.03.220, 24.03.225, 24.03.230, 24.03.235, 24.03.240,
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24.03.245, 24.03.250, 24.03.255, 24.03.260, 24.03.266, 24.03.271,
24.03.276, 24.03.295, 24.03.300, 24.03.302, 24.03.305, 24.03.310,
24.03.315, 24.03.325, 24.03.332, 24.03.334, 24.03.335, 24.03.340,
24.03.345, 24.03.350, 24.03.360, 24.03.365, 24.03.370, 24.03.380,
24.03.390, 24.03.395, 24.03.405, 24.03.417, 24.03.420, 24.03.425,
24.03.430, 24.03.435, 24.03.440, 24.03.445, 24.03.455, 24.03.460,
24.03.465, 24.03.470, 24.03.480, 24.03.490, 24.03.500, 24.03.510,
24.03.520, 24.03.530, 24.03.540, 24.03.550, 24.03.900, 24.03.905,
24.03.915, 24.03.920, and 24.03.925; ©prescribing penalties; and

providing effective dates.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

PART I
FORMATION AND GENERAL CONDITIONS
ARTICILE 1
GENERAL PROVISIONS

NEW SECTION. Sec. 1101. SHORT TITLE. This chapter may be known

and cited as the Washington nonprofit corporation act.

NEW SECTION. Sec. 1102. DEFINITIONS. The definitions in this

section apply throughout this chapter wunless the context clearly

requires otherwise.

(1) "Address," unless otherwise specified, means either a
physical mailing address or an electronic address.

(2) "Articles" or "articles of incorporation" means the original
articles of incorporation as modified by all amendments thereof, as
filed by the secretary of state. If any record filed under this
chapter restates the articles 1in their entirety, thenceforth the
articles shall not include any prior filings.

(3) "Board" or "board of directors" means the team or body of
individuals ultimately responsible for the management of the
activities and affairs of the nonprofit corporation, regardless of
the name used to refer to the team or body.

(4) "Bylaws" means the code or codes of rules, other than the
articles, adopted for the regulation and governance of the internal
affairs of the nonprofit corporation, regardless of the name or names
used to refer to those rules, excluding separate policies or

procedures adopted by the board.
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(5) "Charitable corporation" means a domestic nonprofit
corporation that is operated primarily or exclusively for one or more
charitable purposes.

(6) "Charitable purpose" means a purpose that:

(a) Would make a corporation organized and operated exclusively
for that purpose eligible to be exempt from taxation under section
501 (c) (3) of the Internal Revenue Code; or

(b) Is considered charitable under applicable law other than this
chapter or the Internal Revenue Code.

(7) "Contribution" means the payment, donation, or promise, for
consideration or otherwise, of any money or property of any kind or
value which contribution is wholly or partly induced by a
solicitation.

(8) "Corporation" means a domestic nonprofit corporation, unless
otherwise specified.

(9) "Delegate" means a person elected or appointed to vote in a
representative capacity for the election of directors or on other
matters.

(10) "Deliver" or "delivery" of a record means delivery by hand,
United States mail, private courier service, electronic transmission,
or other methods of delivery used in conventional commercial
practice, except that delivery to the secretary of state means actual
receipt by the secretary of state.

(11) "Director" means an individual designated, elected, or
appointed, by that or any other name or title, to act as a member of
the board of directors, while the individual is holding that
position.

(12) "Domestic," with respect to an entity, means governed as to
its internal affairs by the law of this state.

(13) "Domestic corporation" or "domestic nonprofit corporation"
means a domestic corporation incorporated under or subject to this
chapter.

(14) "Domestic unincorporated entity" means an unincorporated
entity whose internal affairs are governed by the laws of this state.

(15) "Electronic" means relating to technology having electrical,
digital, magnetic, wireless, optical, electromagnetic, or similar
capabilities.

(16) "Electronic transmission" means an electronic communication:

(a) Not directly involving the physical transfer of a record in a

tangible medium; and
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(b) That may be retained, retrieved, and reviewed by the sender
and the recipient thereof, and that may be directly reproduced in a
tangible medium by such a sender and recipient.

(17) "Electronically transmitted" means that the sender of an
electronic transmission initiated the electronic transmission.

(18) "Eligible entity" means a domestic or foreign unincorporated
entity, a domestic nonprofit corporation incorporated under a
corporations statute other than this chapter or its predecessor
statutes, or a domestic or foreign for-profit corporation.

(19) "Employee" does not include an individual serving as an
officer or director who is not otherwise employed by the corporation.

(20) "Entitled to vote" means entitled to vote on the matter
under consideration pursuant to the articles or bylaws of the
nonprofit corporation or any applicable controlling provision of law.

(21) "Entity" means an organization or artificial legal person
that either has a separate 1legal existence or has the power to
acquire an estate in real property in its own name and includes, but
is not limited to:

(a) A domestic or foreign for-profit corporation;
(b) A domestic or foreign nonprofit corporation;

(c) A domestic or foreign general or limited partnership;

(d) A domestic or foreign limited liability partnership;

(e) A domestic or foreign limited liability company;

(f) Any other domestic or foreign unincorporated entity;

(g) A domestic or foreign estate or trust;

(h) The federal government;

(i) A tribal government; and

(3) A state or local government, foreign government, or
governmental subdivision.

(22) "Ex officio director" means an individual who becomes a
member of the board of directors not through the regular elections
process but by virtue of another position that he or she holds.
Unless the articles or bylaws specifically state that an ex officio
director does not have the right to vote, such a director has the
same right to vote as any other director.

(23) "Execute" or "executed" means:

(a) Signed, with respect to a written record;

(b) Electronically transmitted along with sufficient information

to determine the sender's identity and intent to execute; or
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(c) With respect to a record to be filed by the secretary of
state, in compliance with the standards for filing as prescribed by
this chapter; chapter 23.95 RCW; or the secretary of state.

(24) "Federal government" includes a district, authority, bureau,
commission, department, and any other agency of the federal
government of the United States.

(25) "Filing entity"™ means an unincorporated entity that 1is
created by filing a public organic record.

(26) "For-profit corporation” or "domestic for-profit
corporation” means a domestic business corporation incorporated under
or subject to Title 23B RCW or any successor provisions.

(27) "Foreign," with respect to an entity, means governed as to
its internal affairs by the law of a jurisdiction other than this
state.

(28) "Foreign for-profit corporation”" means a foreign corporation
that would be a for-profit corporation if incorporated under the law
of this state.

(29) "Foreign corporation" or "foreign nonprofit corporation"
means a foreign corporation that would be a nonprofit corporation if
incorporated under the law of this state.

(30) "Foreign wunincorporated entity" means an unincorporated
entity whose internal affairs are governed by an organic law of a
jurisdiction other than this state.

(31) "Fundamental transaction" means an amendment of the articles
or bylaws, merger, sale of all or substantially all of the assets,
domestication, conversion, or dissolution of a nonprofit corporation.

(32) "Gift dinstrument" means a record or records under which
property 1is donated to, transferred to, granted to, or held by the
corporation. A solicitation constitutes a gift instrument with
respect to a donation, transfer, or grant of property made in
response to the solicitation only if:

(a) The solicitation was in the form of a record, including but
not limited to, invitations made by electronic transmission or in
electronic media, or was documented in the form of a record created
no later than ninety days after the solicitation was made; and

(b) The donation, transfer, or grant of property was made within
one year of the solicitation.

(33) "Governmental subdivision"™ includes an authority, county,
district, and municipality formed or authorized by any federal,

state, or local government.
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(34) "Includes" denotes a partial definition.

(35) "Individual" means a natural person.

(36) "Interest" means either or both of the following rights
under the organic law of an unincorporated entity:

(a) The right to receive distributions from the entity either in
the ordinary course or upon ligquidation; or

(b) The right to receive notice or vote on issues involving its
internal affairs, other than as an agent, assignee, proxy, oOr person

responsible for managing its business, activities, or affairs.

(37) "Interest holder" means a person who holds of record an
interest.
(38) "Interest holder liability" means personal liability for a

debt, obligation, or liability of a domestic or foreign for-profit or
nonprofit corporation or unincorporated entity that is imposed on a
person:

(a) Solely by reason of the person's status as a shareholder,
interest holder, or member; or

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

(39) "Internal Revenue Code" means Title 26 U.S.C., the federal
Internal Revenue Code of 1986, as amended, or any successor statute.

(40) "Jurisdiction," when used to refer to a political entity,
means the United States, a state, a foreign country, or a political
subdivision of a foreign country.

(41) "Jurisdiction of formation"™ means the Jjurisdiction whose law
includes the organic law of an entity.

(42) "Material interest"™ means an actual or potential benefit or
detriment, other than one that would devolve on the nonprofit
corporation or the members generally, that would reasonably be
expected to impair the objectivity of an individual's judgment when
participating in the action to be taken.

(43) "Material relationship" means a familial, financial,
professional, employment, or other relationship that would reasonably
be expected to impair the objectivity of an individual's Jjudgment
when participating in the action to be taken.

(44) "Means" denotes an exhaustive definition.
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(45) "Member" means:

(a) Where the articles state that the corporation has members, a
person who has a right set forth in the articles or bylaws, not as a
delegate, to select or vote for the -election of directors or
delegates or to vote on at least one type of fundamental transaction.

(b) For a corporation formed before July 1, 2021, the articles of
which do not state that the corporation has members, a person who:

(1) Is defined as a member in the bylaws; and

(ii) Has a right provided in the bylaws, not as a delegate, to
select or vote for the election of directors or delegates or to vote
on at least one type of fundamental transaction.

(c) A delegate or group of delegates, to the extent:

(i) The powers, functions, or authority of the members have been
vested 1in, or are exercised by, such a delegate or group of
delegates; and

(ii) The provision of this chapter in which the term appears 1is
relevant to the discharge by the delegate or group of delegates of
its powers, functions, or authority.

(46) "Membership" means the rights and any obligations of a
member in a nonprofit corporation.

(47) "Membership corporation" means a nonprofit corporation whose
articles provide that it has members, or that has members as defined
in subsection (46) of this section.

(48) "Nonfiling entity" means an unincorporated entity that is
not created by filing a public organic record.

(49) "Nonmembership corporation" means a nonprofit corporation
whose articles do not provide that it has members and that does not
have members as defined in subsection (45) (b) of this section.

(50) "Nonprofit corporation™ means a domestic nonprofit
corporation, unless otherwise specified.

(51) "Notice" has the same meaning as described in section 1103
of this act.

(52) "Notify" means to provide notice as defined in section 1103
of this act.

(53) "Officer" includes:

(a) A person who is an officer as defined in section 2601 of this
act; and

(b) If a nonprofit corporation is in the hands of a custodian,

receiver, trustee, or other court-appointed fiduciary, that fiduciary
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or any person appointed by that fiduciary to act as an officer for
any purpose under this chapter.

(54) "Organic law" means the law of an entity's Jjurisdiction of
formation governing the internal affairs of the entity.

(55) "Organic record" means a public organic record or the
private organic rules.

(56) "Person" includes an individual or an entity.

(57) "Principal office" means the office designated in the annual
report required under RCW 23.95.255 as the location of the principal
executive office of a domestic or foreign nonprofit corporation,
whether or not in this state.

(58) "Private organic rules" means the rules, whether or not in a
record, that govern the internal affairs of an unincorporated entity,
are binding on all of its interest holders, and are not part of its
public organic record, if any.

(59) "Proceeding" means any civil suit or criminal,
administrative, or investigatory action.

(60) "Property" means all property, whether real, personal, or
mixed or tangible or intangible, including cash, securities, or real
property, or any right or interest therein.

(61) "Property held for charitable purposes" 1is as defined 1in
section 1408 of this act.

(62) "Public organic record" means the record, if any, that is
filed as a public record to create an unincorporated entity and any
amendment to or restatement of that record.

(63) "Record" means information inscribed on a tangible medium or
that is stored in an electronic or other medium and is retrievable in
perceivable form. An electronic transmission not directly involving
the physical transfer of a record in a tangible medium is a record
only if:

(a) It may be retained, retrieved, and reviewed by the sender and
the recipient thereof; and

(b) It may be directly reproduced in a tangible medium by the
sender and the recipient thereof.

(64) "Record date" means the date established under section 2307
of this act on which a nonprofit corporation determines the identity
of its members and the membership rights they hold for purposes of
this chapter. The determinations shall be made as of 12:01 a.m. on
the record date unless another time for doing so is specified when

the record date is fixed.
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(65) "Registered foreign nonprofit corporation”" means a foreign
nonprofit corporation registered to do business in this state.

(66) "Religious corporation" means a charitable corporation
including, but not limited to, a church, mosque, synagogue, temple,
nondenominational ministry, interdenominational or ecumenical
organization, or faith-based social service agency, that is:

(a) Organized primarily for religious purposes;

(b) Operated primarily, in good faith, to carry out religious
purposes;

(c) Held out to the public as carrying out religious purposes;
and

(d) Not engaged primarily or substantially in the exchange of
goods or services for consideration, unless the consideration does
not exceed nominal amounts.

(67) "Shareholder" means the person in whose name shares are
registered 1in the &records of a domestic or foreign for-profit
corporation or the beneficial owner of shares to the extent of the
rights granted by a nominee certificate on file with such a
corporation.

(68) "Shares" means the units into which the proprietary
interests 1in a domestic or foreign for-profit corporation, or a
nonprofit corporation incorporated under organic law other than this
chapter that permits proprietary interests in such a corporation, are
divided.

(69) "Solicitation" means any oral or written request for a
contribution, including an offer or attempt by the solicitor to sell
any property, rights, services, or other thing, in connection with
which:

(a) Any appeal is made for any charitable purpose;

(b) The name of any charitable corporation, or any foreign
nonprofit corporation that would be a charitable corporation if it
were incorporated under this chapter, 1s used as an inducement for
making the contribution or consummating the sale; or

(c) Any statement is made that implies that the whole or any part
of the contribution or the proceeds from the sale will be applied
toward any charitable purpose or donated to any entity organized or
operated for charitable purposes.

(70) "State" means a state of the United States, the District of
Columbia, Puerto Rico, the United States Virgin Islands, or any

territory or insular possession subject to the jurisdiction of the
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United States, and any agency or governmental subdivision of any of
the foregoing.

(71) "Tangible medium" means a writing, copy of a writing,
facsimile, or a physical reproduction, each on paper or on other
tangible material.

(72) "Unincorporated entity" means an entity that is not any of
the following: A domestic or foreign for-profit or nonprofit
corporation, an estate, a trust, a governmental subdivision, the
federal government, a tribal government, a state or local government,
a municipal corporation, a foreign government, or a governmental
subdivision. The term includes a general partnership, limited
liability company, limited partnership, cooperative association,
limited cooperative association, business or statutory trust, joint
stock association, and unincorporated nonprofit association.

(73) "Vote,™ "voting," or "casting a vote" includes voting
occurring at a meeting; voting of members by ballot or proxy; and the
giving of consent in the form of a record without a meeting by a
person entitled to vote. Whether or not the person entitled to wvote
characterizes such conduct as voting or casting a vote, the term does
not include either recording the fact of abstention or failing to
vote for:

(a) A candidate; or

(b) Approval or disapproval of a matter.

(74) "Voting group" means one or more classes of members that
under the articles, bylaws, or this chapter are entitled to wvote and
be counted together collectively on a matter at a meeting of members.
All members entitled by the articles, bylaws, or this chapter to vote
generally on that matter are for that purpose a single voting group.

(75) "Voting power" means the current power to vote in the
election of directors or delegates, or to vote on approval of any

type of fundamental transaction.

NEW SECTION. Sec. 1103. NOTICE. (1) Notice under this chapter

must be in the form of a record unless this chapter or the articles

or bylaws allow oral notice.

(2) Notice may be communicated in person or by delivery. If these
forms of communication are impracticable, notice may be communicated
by a newspaper of general circulation in the area where published, or
by radio, television, or other form of public broadcast

communication.
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(3) Notice, other than notice described in subsection (4) of this
section, is effective at the earliest of the following:

(a) When received;

(b) When left at the recipient's residence or usual place of
business;

(c) Five days after its deposit in the United States mail or with
a commercial delivery service, if the postage or delivery charge 1is
paid and the notice is correctly addressed; or

(d) On the date shown on the return receipt, 1f sent by
registered or certified mail, return receipt requested, or by
commercial delivery service.

(4) Notice in the form of a record by a membership corporation to
a member is effective:

(a) Five days after its deposit in the United States mail or with
a commercial delivery service, if the postage or delivery charge 1is
paid and the notice is correctly addressed to the member's address
shown in the corporation's current record of members;

(b) When given, if the notice 1s delivered by electronic
transmission to the member's address shown 1in the corporation's
current record of members; or

(c) When given, if the notice 1is delivered in any other manner
that the member has authorized.

(5) Notice to a domestic or registered foreign nonprofit
corporation may be delivered to 1its registered agent or to the
corporation or 1its secretary at its principal office shown in its
most recent annual report or, in the case of a foreign corporation
that has not yet delivered an annual report, 1in its registration
statement.

(6) Where oral notice 1s permitted, it 1is effective when
communicated, if communicated in a comprehensible manner.

(7) If this chapter prescribes notice requirements for particular
circumstances, those requirements govern. If the articles or bylaws
prescribe notice requirements, not inconsistent with this section or
other provisions of this chapter, those requirements govern.

(8) With respect to electronic transmissions:

(a) Unless otherwise provided in the articles or bylaws, or
otherwise agreed between the sender and the recipient, an electronic

transmission is received when:
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(i) It enters an electronic system that the recipient has
designated or currently uses for the purpose of receiving electronic
transmissions of the type sent; and

(ii) It is in a form capable of being processed by that system.

(b) An electronic transmission is received under (a) (i) of this
subsection even if no individual is aware of its receipt.

(c) Receipt of an electronic acknowledgment from an electronic
system described in (a) (i) of this subsection establishes that a
record was received but, by itself, does not establish that the
content sent corresponds to the content received, and 1is not
necessary for the record to be received.

(9) A member may revoke in the form of a record a corporation's
express or implied authorization to deliver notices or communications
by electronic transmission to the member. Such authorization is
deemed revoked with respect to a member if:

(a) The corporation cannot deliver two consecutive notices or
other communications to the member's address shown in the
corporation's current record of members; and

(b) The inability becomes known to the secretary or other person
responsible for giving the notice or other communication; but the
failure to treat the inability as a revocation does not invalidate

any meeting or other action.

NEW SECTION. Sec. 1104. SERVICE ON CORPORATIONS. (1) Service

upon a nonprofit corporation of any process, notice, or demand

required or permitted by law may be made by serving the nonprofit
corporation's registered agent.

(2) Service wupon a nonprofit corporation made by serving the
nonprofit corporation's registered agent, or service on the nonprofit
corporation in the absence of a registered agent, 1is governed by
chapter 23.95 RCW.

NEW SECTION. Sec. 1105. VENUE FOR ACTIONS. Except as provided

under federal or state law or in specific provisions of this chapter,

every action arising under this chapter shall be tried in, and "the
court" throughout this chapter refers to, the superior court:
(1) In the county where the corporation's principal office in

this state is located;
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(2) If the corporation has no principal office in this state, in
the county where the corporation's registered agent in this state is
located;

(3) Of King county; or

(4) Of Thurston county.

NEW SECTION. Sec. 1106. APPLICATION TO EXISTING NONPROFIT
CORPORATIONS. (1) This chapter applies to every domestic nonprofit

corporation in existence on July 1, 2022, that was incorporated under
chapter 24.03 RCW or filed a statement of election through which it
elected to have chapter 24.03 RCW apply to it.

(2) Any corporation or association organized under any other
chapter of Title 24 RCW may be reorganized under this chapter by
adopting and filing amendments to its articles 1in accordance with
this chapter. The articles as amended shall conform to this chapter,
and shall state that the corporation accepts the benefits of and will

be bound by this chapter.

NEW SECTION. Sec. 1107. APPLICATION TO REGISTERED FOREIGN
CORPORATIONS. A foreign nonprofit corporation registered as of June

30, 2022, is subject to this chapter but is not required to obtain a

new statement of registration to transact business in this state.

NEW SECTION. Sec. 1108. RELATIONSHIP TO PRIOR STATUTES. (1)
Except as provided in subsection (2) of this section, the repeal of
chapter 24.03 RCW by this act does not affect:

(a) The operation of the repealed chapter or any action taken
under it before its repeal;

(b) Any ratification, right, remedy, privilege, obligation, or
liability acquired, accrued, or incurred under the repealed chapter
before its repeal;

(c) Any violation of the repealed chapter, or any penalty,
forfeiture, or punishment incurred because of the violation, before
its repeal; or

(d) Any proceeding, reorganization, or dissolution commenced
under the repealed chapter before its repeal, and the proceeding,
reorganization, or dissolution may be completed in accordance with
the repealed chapter as if it had not been repealed.

(2) If a penalty or punishment imposed for violation of chapter
24.03 RCW repealed by this act is reduced by this chapter, then the
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penalty or punishment if not already imposed shall be imposed in

accordance with this chapter.

NEW SECTION. Sec. 11009. RELATIONSHIP TO OTHER LAWS. (1) Unless

displaced by particular provisions of this chapter, the principles of

law and equity supplement this chapter.

(2) This chapter does not authorize an act prohibited by, and
does not affect the application or requirements of, law other than
this chapter.

(3) This chapter modifies, 1limits, or supersedes the federal
electronic signatures in global and national commerce act, Title 15
U.S.C. Sec. 7001 et seq., but this chapter does not modify, limit, or
supersede section 101 (c) of that act or authorize delivery by
electronic transmission of any of the notices described in section
103 (b) of that act.

NEW SECTION. Sec. 1110. SUBORDINATION TO CANON LAW. To the

extent religious doctrine or canon law governing the internal affairs

of a nonprofit corporation 1is inconsistent with this chapter, the
religious doctrine or canon law controls to the extent required by
the United States Constitution, the state Constitution, or both.

ARTICLE 2
FILING DOCUMENTS—SECRETARY OF STATE

NEW SECTION. Sec. 1201. APPLICABILITY OF UNIFORM BUSINESS
ORGANIZATIONS CODE. Filing of documents under this chapter by the

secretary of state is governed by this chapter and chapter 23.95 RCW.

NEW SECTION. Sec. 1202. FILING REQUIREMENTS. (1) To be entitled

to filing by the secretary of state, a record delivered for filing
under this chapter must:

(a) Satisfy the requirements set forth in RCW 23.95.200;

(b) Contain all information required under this chapter and
chapter 23.95 RCW;

(c) Be executed on behalf of the domestic or foreign entity as
follows:

(1) If the entity is a domestic or foreign nonprofit corporation,

by an officer;
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(ii) If the entity 1s not a domestic or foreign nonprofit
corporation, by a person with authority to sign for the entity; or

(iii) If the entity is in the hands of a custodian, receiver,
trustee, or other court-appointed fiduciary, by that fiduciary; and

(d) Satisfy the requirements of any other provision of this
chapter or chapter 23.95 RCW that adds to or wvaries any of the
requirements in this section.

(2) A filed record may include additional information not in
conflict with the requirements of subsection (1) of this section.

(3) (a) Whenever a provision of this chapter permits any of the
terms of a plan or a filed record to be dependent on facts
objectively ascertainable outside the plan or filed record, the
following provisions apply:

(i) The plan or filed record shall set forth the manner in which
the facts will operate upon the terms of the plan or filed record.

(ii) The facts may include:

(A) Any of the following that 1s available 1in a nationally
recognized news or information medium either in print or
electronically: Statistical or market indices, market prices of any
security or group of securities, interest rates, currency exchange
rates, or similar economic or financial data;

(B) A determination or action by any person or body, including
the nonprofit corporation or any other party to a plan or filed
record; or

(C) The terms of, or actions taken under, an agreement to which
the corporation is a party, or any other agreement or record.

(d) As used in this subsection:

(i) "Filed record" means a record filed by the secretary of state
under any provision of the Uniform Business Organizations Code or any
provision of this chapter except sections 1801 through 1811 of this
act, except an annual report filed pursuant to section 1204 of this
act; and

(ii) "Plan" means a plan of domestication, business conversion,

entity conversion, distribution, or merger.

NEW SECTION. Sec. 1203. ELECTRONIC FILINGS. Any rules

governing electronic filing adopted by the secretary of state under

RCW 23.95.115(2) apply to all filings required or permitted under
this chapter unless such rules, this chapter, or chapter 23.95 RCW

specify otherwise.
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NEW SECTION. Sec. 1204. ANNUAL REPORT. Each domestic nonprofit

corporation, and each registered foreign nonprofit corporation, shall
deliver to the secretary of state for filing an annual report as
required under RCW 23.95.255(2).

NEW SECTION. Sec. 1205. MAJOR CHANGES BY CHARITABLE
CORPORATIONS. (1) A charitable corporation shall report any action

described in subsection (2) of this section on the next annual report
that the charitable corporation delivers to the secretary of state
for filing under section 1204 of this act, except as provided 1in
subsection (3) of this section.

(2) The actions that create a reporting requirement under this
section are:

(a) Amendment of the charitable corporation's articles to include
one or more purposes of the corporation substantially different from
any purpose stated in the charitable corporation's articles in effect
before the amendment; or

(b) Operation of a significant program or activity that is
substantially different from both:

(1) Programs or activities the charitable corporation has
previously operated; and

(ii) Programs or activities described in the most recent
application for recognition of exemption from federal income tax that
the charitable corporation has filed with the internal revenue
service and 1n response to which the internal revenue service has
issued a determination letter of tax-exempt status to the charitable
corporation.

(3) A charitable corporation is not required to report actions
described in subsection (2) of this section:

(a) If the charitable corporation was a religious corporation
both before and after it took the action;

(b) Within the charitable corporation's first three vyears of
existence, if all programs or activities the charitable corporation
operates are consistent with the purposes set forth in the charitable
corporation's articles; or

(c) When the charitable corporation operates a program or
activity described in subsection (2) (b) of this section, if all funds
expended to conduct such a program or activity are derived only from

one or more of the following sources:
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(1) Contributions or sales in response to one or more
solicitations in which:

(A) The program or activity was clearly described; and

(B) A statement was made that implies that the corporation will
apply any contribution, or proceeds from any sale, in connection with
those solicitations toward the program or activity;

(11i) Admissions, performance of services, or furnishing of
facilities;

(iii) Sales of goods not in connection with any solicitation;

(iv) Income from investments of the charitable corporation that
is not subject to any gift restriction; or

(v) Revenue from any source that is recognized after the program
or activity has been in continuous operation and disclosed to the
general public for a period of at least three years.

(4) The secretary of state shall deliver to the attorney general
a copy of every annual report filed by the secretary of state that

includes a report described in this section.

NEW SECTION. Sec. 1206. POWERS OF SECRETARY OF STATE. The

secretary of state has the powers reasonably necessary to perform the

duties required by this chapter, including adoption, amendment, or
repeal of rules under chapter 34.05 RCW for the efficient

administration of this chapter.

NEW SECTION. Sec. 1207. FEES. The secretary of state may adopt

rules 1n accordance with chapter 34.05 RCW setting fees for any

services provided by the secretary of state under this chapter.

ARTICLE 3
INCORPORATION

NEW SECTION. Sec. 1301. INCORPORATORS. One or more individuals

may act as the incorporators of a nonprofit corporation by delivering

articles of incorporation to the secretary of state for filing.
Individuals acting as incorporators must be at least eighteen years
old.

NEW SECTION. Sec. 1302. CORPORATE NAME. The name or any
reserved name of a nonprofit corporation is governed by chapter 23.95
RCW.
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NEW SECTION. Sec. 1303. ARTICLES OF INCORPORATION. (1) The

articles of incorporation shall set forth:

(a) A name for the nonprofit corporation that satisfies the
requirements of section 1302 of this act;

(b) The name and address of the corporation's initial registered
agent;

(c) That the corporation is incorporated under this chapter;

(d) The purpose or purposes for which the corporation is
organized;

(e) The number of directors constituting the initial board of
directors, and the names and mailing addresses of the persons who are
to serve as the initial directors;

(f) If the corporation will have members as defined in section
1102 of this act, a statement that the corporation will have members;

(g) The distribution of assets upon dissolution;

(h) The name and mailing address of each incorporator; and

(1) The signature of each incorporator.

(2) The articles of incorporation may set forth:

(a) A statement that the corporation has no members as defined in
this chapter (whether or not the corporation uses the term "member"
to define one or more classes of persons who are not members as
defined in this chapter);

(b) The names of the initial members, if any;

(c) Provisions not inconsistent with law regarding:

(1) Managing the business and regulating the affairs of the
corporation;

(ii) Defining, limiting, and regulating the powers of the
corporation, its board of directors, and the members, if any;

(iii) The characteristics, qualifications, rights, limitations,
and obligations attaching to each or any class of members;

(d) A provision permitting or making obligatory indemnification
of any individual made a party to a proceeding because the individual
is or was a director against liability incurred in the proceeding,
subject to the limitations set forth in section 2706 of this act;

(e) Provisions required if the corporation is to be exempt from
taxation under federal, state, or local law; or

(f) Any other provision that this chapter specifically permits to
be set forth in the articles or bylaws.

(3) The articles of incorporation need not set forth any of the

corporate powers enumerated in this chapter.
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(4) Provisions of the articles may be made dependent upon facts
objectively ascertainable outside the articles 1in accordance with
section 1202 (3) of this act.

NEW SECTION. Sec. 1304. EFFECTIVENESS OF INCORPORATION. (1)

Unless a delayed effective date is specified, the corporate existence

begins on the date the articles are filed by the secretary of state.
(2) The filing of the articles by the secretary of state is
conclusive proof that the incorporators satisfied all conditions
precedent to incorporation except in a proceeding by this state to
cancel or revoke the incorporation or involuntarily dissolve the

nonprofit corporation.

NEW SECTION. Sec. 1305. REQUIREMENT OF REGISTERED AGENT. (1)

Fach nonprofit corporation shall designate and maintain a registered

agent in this state.
(2) The designation and maintenance of a nonprofit corporation's

registered agent are governed by chapter 23.95 RCW.

NEW SECTION. Sec. 1306. LIABILITY FOR PREINCORPORATION
TRANSACTIONS. All persons purporting to act as or on behalf of a

nonprofit corporation, knowing there was no incorporation under this
chapter, are jointly and severally liable for all liabilities created

while so acting.

NEW SECTION. Sec. 1307. ORGANIZATION OF CORPORATIONS. (1) After

incorporation:

(a) The initial directors shall hold an organizational meeting at
the call of a majority of the initial directors to complete the
organization of the nonprofit corporation by appointing officers,
adopting bylaws, and carrying on any other business brought before
the meeting; and

(b) If the initial directors resign or refuse to meet, then the
incorporator or incorporators shall hold a meeting at the call of a
majority of the incorporators to elect a board of directors who shall
complete the organization of the corporation.

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

(3) The directors or incorporators may take organizational action

without a meeting if the action taken is evidenced by one or more
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consents in the form of a record describing the action taken and

executed by each director or incorporator.

NEW SECTION. Sec. 1308. BYLAWS. (1) The board shall adopt

initial bylaws for the corporation.

(2) The Dbylaws may contain any provision for managing the
activities and regulating the affairs of the corporation that is not
inconsistent with law or the articles. Whenever a provision of the
bylaws 1s inconsistent with a provision of the articles, the

provision of the articles controls.

ARTICLE 4
PURPOSES, POWERS, AND LIMITATIONS

NEW SECTION. Sec. 1401. PURPOSES. (1) Nonprofit corporations

may be organized under this chapter for the purpose of engaging in
any lawful activity. A nonprofit corporation may set forth a more
limited purpose or purposes in its articles.

(2) A charitable corporation formed after July 1, 2021, must be
organized under this chapter, unless incorporating under this chapter
is prohibited by another statute of this state.

(3) A corporation engaging in an activity that 1s subject to
regulation under another statute of this state may incorporate under
this chapter only if incorporating under this chapter 1is not
prohibited by the other statute. The corporation is subject to all
the limitations of the other statute. Organizations subject to any
provision of the banking or insurance laws of this state may not be
organized under this chapter, except that any nonprofit corporation
heretofore organized under any act hereby repealed and existing for
the purpose of providing health care services as defined in RCW
48.44.010 or 48.46.020, as now or hereafter amended, continues to be

organized under this chapter.

NEW SECTION. Sec. 1402. POWER TO MODIFY PURPOSES. (1) Unless

otherwise prohibited Dby its articles or Dbylaws, a nonprofit

corporation, including a charitable corporation, may modify its
purposes by:
(a) Amending 1its articles or bylaws in accordance with this

chapter and with those documents; and
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(b) Making provision for any gift restrictions as defined in
section 1502 of this act, either by ensuring continued adherence to
those restrictions or by obtaining modification as provided in
section 1503 of this act.

(2) A decision to modify the corporation's purposes is subject to
judicial review only with respect to violations of this chapter or

other applicable law.

NEW SECTION. Sec. 1403. GENERAL POWERS. Unless 1ts articles

provide otherwise, every nonprofit corporation has perpetual duration

and has the same powers as an individual to do all things necessary
or convenient to carry out its affairs including, without limitation,
power to:

(1) Sue and be sued, complain and defend in its corporate name;

(2) Have a corporate seal, which may be altered at will, and to
use 1it, or a facsimile of it, by impressing or affixing it or in any
other manner reproducing it;

(3) Make and amend bylaws and policies, not inconsistent with its
articles or with the laws of this state, for managing and regulating
the affairs of the corporation;

(4) Purchase, receive, lease, or otherwise acquire, and own,
hold, improve, wuse, and otherwise deal with, real or personal
property, or any legal or equitable interest in property, wherever
located;

(5) Sell, convey, mortgage, pledge, lease, exchange, and
otherwise dispose of all or any part of its property;

(6) Purchase, receive, subscribe for, or otherwise acquire, own,
hold, wvote, use, sell, mortgage, lend, pledge, or otherwise dispose
of, and deal in and with shares or other interests in, or obligations
of, any other entity;

(7) Make contracts; make guarantees that may reasonably be
expected to benefit, directly or indirectly, the guarantor
corporation; incur liabilities; borrow money; issue notes; bonds, and
other obligations; and secure any of its obligations by mortgage or
pledge of any of its property or income;

(8) Lend money, invest and reinvest its funds, and receive and
hold real and personal property as security for repayment, except as
limited by section 2701 of this act;
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(9) Be a promoter, partner, shareholder, member, trustee,
associate, or manager of any partnership, 3joint wventure, trust, or
other entity;

(10) Conduct 1its activities, 1locate offices, and exercise the
powers granted by this chapter within or without this state;

(11) Elect directors and appoint officers, employees, and agents
of the corporation, define their duties, fix their compensation, and
lend them money and credit, except as limited by sections 2701 and
2702 of this act;

(12) Pay pensions and establish pension plans, pension trusts,
and benefit or incentive plans for any or all of its current or
former directors, officers, employees, and agents, except as limited
by section 2702 of this act;

(13) Make donations for charitable purposes;

(14) Impose dues, assessments, admission, and transfer fees on
its members;

(15) Establish conditions for admission or removal of members,
admit or remove members, and issue memberships;

(16) Carry on a business, and, subject to the requirements of
sections 1406 and 2702 of this act, make net profits and accumulate
reserves; and

(17) Make payments or donations, or do any other acts, not
inconsistent with 1law, that further the purposes, activities, and

affairs of the corporation.

NEW SECTION. Sec. 1404. EMERGENCY POWERS. (1) For purposes of

this section, an emergency exists if a quorum of the directors cannot

readily be assembled Dbecause of some catastrophic event. A
catastrophic event is a sudden, natural or man-made situation where
rapid change or destruction has occurred that has 1limited normal
functions in daily living including communications and travel.

(2) In anticipation of and for the duration of an emergency, the
board of a nonprofit corporation may:

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

(b) Take those actions necessary to preserve the corporation and
ensure that it acts in accordance with its purposes.

(3) During an emergency, unless the articles or bylaws provide

otherwise:
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(a) Notice of a meeting of the board need be given only to those
directors it 1is practicable to reach and may be given in any
practicable manner;

(b) The quorum required under section 2504 of this act or the
articles or bylaws need not be established at such a meeting; and

(c) One or more officers of the nonprofit corporation present at
a meeting of the board may be deemed to be directors for purposes of
the meeting.

(4) In anticipation of and for the duration of an emergency, any
meeting of the membership or of the board of directors may be
conducted through one or more means of remote communication through
which members or directors not physically present may simultaneously
participate with each other during the meeting, notwithstanding any
provision of the articles or bylaws that provides otherwise. A member
or director participating in a meeting through such means in
anticipation of and for the duration of an emergency 1is considered
present in person at the meeting.

(5) Corporate action taken in good faith during an emergency to
further the purposes and the ordinary affairs of the nonprofit
corporation:

(a) Binds the corporation; and

(b) May not be used to impose liability on a director, officer,

employee, or agent.

NEW SECTION. Sec. 1405. ULTRA VIRES ACTION. (1) Except as

provided in subsection (2) of this section, the validity of corporate

action may not Dbe challenged on the ground that the nonprofit
corporation lacks or lacked power to act.

(2) The power of a nonprofit corporation to act may be
challenged:

(a) In a proceeding by the corporation, directly or through a
receiver, trustee, or other legal representative, against an
incumbent or former director, officer, employee, or agent of the
corporation; or

(b) In a proceeding by the attorney general under section 3605 of
this act.

NEW SECTION. Sec. 1406. DISTRIBUTIONS PROHIBITED. (1) A

nonprofit corporation shall not distribute any property held for

charitable purposes to its members, directors, officers, or other

p. 23 SSB 5034



O I o U b w NN

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

33
34
35
36
37

persons who are in a position to exercise substantial influence over
the affairs of the corporation, except:

(a) As permitted under section 1407 of this act;

(b) To another entity that is a charitable corporation or is
organized and operated exclusively for one or more charitable
purposes; or

(c) To the federal government, a tribal government, or a state or
local government for a public purpose.

(2) A nonprofit corporation shall not pay dividends or make
distributions of any part of its assets, income, or profits to its
members, directors, officers, or other persons who are in a position
to exercise substantial influence over the affairs of the
corporation, except as permitted under:

a) Subsection (1) (b) or (c) of this section;
Subsection (3) of this section;

Section 1407 of this act; or

Section 3502 of this act.

A nonprofit corporation other than a charitable corporation

(
(b)
(c)
(d)
(3)
may confer benefits upon or make transfers to members or nonmembers
in conformity with its purposes, repurchase its memberships only to
the extent provided in section 2114 of this act, or repay capital
contributions, subject to the following conditions:

(a) Property held for charitable purposes may not be used to
confer benefits upon or make transfers to members or nonmembers,
repurchase memberships, or repay capital contributions;

(b) The nonprofit corporation may not be insolvent, and conferral
of benefits, making of transfers, repurchase of memberships, or
repayment of capital contributions shall not render the corporation
insolvent or unable to carry out its purposes; and

(c) The fair wvalue of the corporation's assets remaining after
the conferring of Dbenefits, making of transfers, repurchase, or

repayment must be sufficient to meet the corporation's liabilities.

NEW SECTION. Sec. 1407. REASONABLE COMPENSATION PERMITTED. A

nonprofit corporation, including a charitable corporation, may pay

reasonable compensation to members, directors, or officers for
services rendered, or reimburse reasonable expenses 1incurred by

members, directors, or officers in connection with services rendered.
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NEW SECTION. Sec. 1408. PROPERTY HELD FOR CHARITABLE PURPOSES.

(1) Property owned by a nonprofit corporation is held for charitable

purposes if:

(a) The corporation is a charitable corporation;

(b) The property is subject to restrictions contained in a gift
instrument that 1limit its wuse only to one or more charitable
purposes; or

(c) The property 1is subject to restrictions contained in the
corporation's articles, bylaws, or any record adopted by the
corporation's board, or to other limitations in the form of a record,
that limit its use only to one or more charitable purposes.

(2) In no event may property held for charitable purposes be
distributed in a manner inconsistent with sections 1406, 3404, or
3502 of this act.

NEW SECTION. Sec. 14009. DEBT AND SECURITY INTERESTS. (1) A

nonprofit corporation shall not issue bonds or other evidences of

indebtedness except for cash or other ©property, tangible or
intangible, or labor or services actually received by or performed
for the corporation or for its benefit or in its formation or
reorganization, or a combination thereof.

(2) The Dboard may authorize a mortgage or pledge of, or the
creation of a security interest in, all or any part of the property
of the nonprofit corporation, or any interest therein. Unless
otherwise provided in the articles or bylaws, the vote or consent of
the members 1is not required to make effective such an action by the
board.

NEW SECTION. Sec. 1410. PRIVATE FOUNDATIONS. (1) Except as

provided in subsection (2) of this section, a nonprofit corporation

that 1s a private foundation as defined in section 509(a) of the
Internal Revenue Code shall:

(a) Distribute sufficient amounts for each taxable year at a time
and in a manner so as not to subject the corporation to tax under

section 4942 of the Internal Revenue Code;

(b) Not engage in any act of self-dealing as defined in section
4941 (d) of the Internal Revenue Code;

(c) Not retain any excess business holdings as defined in section
4943 (c) of the Internal Revenue Code;
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(d) Not make any investments in a manner that subjects the
corporation to tax under section 4944 of the Internal Revenue Code;
and

(e) Not make any taxable expenditures as defined 1in section
4945 (d) of the Internal Revenue Code.

(2) Subsection (1) of this section does not apply to a nonprofit
corporation incorporated before January 1, 1970, that has been
properly relieved from the requirements of section 508(e) (1) of the

Internal Revenue Code by a timely judicial proceeding.

ARTICLE 5
GIFT RESTRICTIONS

NEW SECTION. Sec. 1501. UNRESTRICTED GIFTS. Giving a gift to a
nonprofit corporation, including a charitable corporation, without a
gift instrument transfers complete ownership of the gift to the
nonprofit corporation. A restricted gift to a nonprofit corporation

is created only by a gift instrument.

NEW SECTION. Sec. 1502. RESTRICTED GIFTS. (1) This section

distinguishes between:

(a) Enforceable trusts held by a nonprofit corporation, including
a charitable corporation, governed under chapter 11.110 RCW; and

(b) Gift restrictions whose terms may be enforced and are subject
to modification under this chapter or other applicable law.

(2) A gift to a nonprofit corporation, including a charitable
corporation, does not create a charitable trust unless:

(a) The donor expresses an intent to create a charitable trust;
and

(b) The trustee, which may be a charitable corporation, agrees in

the form of a record to act as trustee of that trust according to its

terms.

(3) Giving a gift to a nonprofit corporation, including a
charitable corporation, that is: (a) Accepted by the corporation; (b)
not in  trust; and (c) subject to material restrictions or

requirements contained in a gift instrument transfers complete
ownership to the nonprofit corporation. The nonprofit corporation is
bound by the material restrictions or requirements contained in the

gift instrument.
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(4) A nonprofit corporation complies with a term contained in a
gift instrument if the nonprofit corporation reasonably complies with
all material restrictions or requirements contained in the term, or,
when appropriate under the facts and circumstances, seeks
modification in accordance with section 1503 of this act.

(5) If the nonprofit corporation fails to comply with any
material restriction or requirement contained in a gift instrument
and fails to seek a modification in accordance with section 1503 of
this act, then the attorney general may bring a proceeding to enforce

the terms of the gift instrument.

NEW SECTION. Sec. 1503. MODIFICATION OR RELEASE OF GIFT
RESTRICTIONS. (1) A term of a gift instrument that binds a nonprofit

corporation may be modified or released, in whole or in part:

(a) If the donor consents in a record;

(b) As set forth in subsection (2) of this section, if the term
is unlawful, impracticable, impossible to achieve, or wasteful;

(c) For gift instruments limiting the use of property to one or
more charitable purposes, through a binding agreement executed by the
nonprofit corporation, the attorney general, and other interested
parties, and filed with or approved by the court in accordance with
section 1504 of this act;

(d) By approval of the court in accordance with section 1505 of
this act; or

(e) As provided by other applicable law including, but not
limited to, chapter 24.55 RCW.

(2) If a nonprofit corporation, including a charitable
corporation, determines that a restriction contained in a gift
instrument on the management, investment, or purpose of a gift is
unlawful, impracticable, impossible to achieve, or wasteful, then the
nonprofit corporation, sixty days after notification to the attorney
general, may modify the restriction, in whole or part, if:

(a) The gift subject to the restriction has a total wvalue
consistent with RCW 24.55.045(4) (a) or any successor provision;

(b) More than twenty years have elapsed since the gift was given;
and

(c) The nonprofit corporation wuses the gift in a manner
consistent with any charitable purposes expressed 1in the gift

instrument.
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(3) Application of sections 1501 through 1506 of this act to
existing gifts:

(a) Before July 1, 2022, sections 1501 through 1506 of this act
apply to gifts existing on June 30, 2021, only if the institution's
governing body elects to apply sections 1501 through 1506 of this act
to existing gifts before July 1, 2022.

(b) On or after July 1, 2022, sections 1501 through 1506 of this
act apply to all gifts.

(c) As applied to gifts existing on June 30, 2021, sections 1501
through 1506 of this act govern only decisions made or actions taken
on or after July 1, 2022, except that in the case of a nonprofit
corporation that makes the election under subsection (1) of this
section sections 1501 through 1506 of this act govern decisions made
or actions taken on or after the date the nonprofit corporation

elects to be covered by sections 1501 through 1506 of this act.

NEW SECTION. Sec. 1504. BINDING AGREEMENT TO MODIFY OR RELEASE
RESTRICTIONS. (1) If a gift instrument limits the use of the gift to

one or more charitable purposes, and the conditions set forth in
subsection (3) or (4) of this section are satisfied, then the gift
instrument may be modified by agreement of the nonprofit corporation,
the attorney general, and all other interested parties.

(2) For purposes of this section, an "interested party" does not
include:

(a) The donor; or

(b) Any member of any charitable class that the gift would
benefit, either before or after the modifications to be made by the
agreement.

(3) A restriction related to a gift's management or investment
may be modified by an agreement described in subsection (1) of this
section if:

(a) Because of circumstances not anticipated by the donor,
modification will further the charitable purpose of the gift;

(b) Enforcement of the restriction has become impracticable or
wasteful; or

(c) Enforcement of the restriction impairs the management or
investment of the gift.

(4) A restriction on the use of a gift relating to the gift's
charitable purpose, rather than its management or investment, may be

modified by an agreement described in subsection (1) of this section
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if the ©purpose Dbecomes unlawful, impracticable, impossible to
achieve, or wasteful.

(5) An agreement described in subsection (1) of this section
must:

(a) Be in writing and executed by all of the parties;

(b) Be binding and conclusive on the nonprofit corporation and
all other parties with a beneficial interest in the gift;

(c) Identify the gift instrument and the term or terms of the
gift instrument that it modifies;

(d) Describe completely the modifications that it would make;

(e) Set forth the reasons why the modifications would comply with
subsection (3) or (4) of this section; and

(f) State changes to the charitable purposes to which the use of
the gift is limited, if any, resulting from the modifications.

(6) The nonprofit corporation or 1its 1legal representative may
file the executed agreement with the court within thirty days of the
agreement's execution by all parties. Upon filing of the executed
agreement with the court:

(a) The agreement becomes effective and equivalent to a final
court order binding on the nonprofit corporation and all other
parties with a beneficial interest in the use of the gift, and

(b) The modifications are deemed approved by the court, and have
the same effect as if the court ordered them pursuant to section 1505
of this act.

(7) The nonprofit corporation or its legal representative may, as
an alternative to the procedure described in subsection (6) of this
section, petition the court for a hearing for presentation of an
agreement entered under this section to the court within twenty-one
days of the agreement's execution by all parties. The nonprofit
corporation shall (a) provide notice of the time and date of the
hearing to each party to the agreement unless that party has waived
notice in the form of a record, and (b) file proof of mailing or
delivery of the notice or waiver with the court. At the hearing, the
court shall review the agreement on behalf of all the parties. The
court shall determine whether the agreement adequately represents and
protects the interests of the parties and the public interest, and
enter an order declaring its determination. If the court determines
that the agreement does not adequately represent and protect those

interests, then the agreement is void.
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NEW SECTION. Sec. 1505. JUDICIAL MODIFICATION OR RELEASE OF
RESTRICTIONS. (1) Upon application by a corporation subject to a

restriction related to a gift's management or investment, rather than
to its charitable purpose, the court may modify the restriction if:

(a) Because of circumstances not anticipated by the donor,
modification will further the charitable purpose of the gift;

(b) Enforcement of the restriction has become impracticable or
wasteful; or

(c) Enforcement of the restriction impairs the management or
investment of the gift.

(2) Upon application by a corporation subject to a restriction on
the use of a gift relating to the charitable purpose of the gift,
rather than its management or investment, the court may modify the
restriction if the purpose becomes unlawful, impracticable,
impossible to achieve, or wasteful.

(3) If the gift instrument provides for a forfeiture or gift-over
to an alternative beneficiary, then the court may modify one or more
restrictions under the procedure set out in subsection (1) of this
section if a management or investment provision fails. The court may
not, however, modify any restriction under the procedure set out in
subsection (2) of this section to defeat the interest of an alternate
beneficiary unless the beneficiary would also be subject to, and
unable to perform, the term requiring modification. The alternative
beneficiary 1s entitled to notice and may participate in the
determination of whether to grant modification.

(4) Any modification made by the court must, to the extent
possible, be made in a manner consistent with the charitable purposes
as expressed in the gift instrument.

(5) A nonprofit corporation shall notify the attorney general
whenever it seeks to modify a charitable gift restriction under this
section and the court shall offer the attorney general an opportunity
to be heard.

NEW SECTION. Sec. 1506. CHARITABLE PURPOSE SURVIVES.

Modification or release of a gift restriction shall not allow a gift

to be used for a purpose other than a charitable purpose.

ARTICLE 6
BOOKS AND RECORDS
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NEW SECTION. Sec. 1601. CORPORATE RECORDS. (1) A nonprofit

corporation shall keep permanently a copy of the following records:

(a) Minutes of all meetings of its members and of its board of
directors;

(b) A record of all actions taken by the members and board of
directors by unanimous written consent; and

(c) A record of all actions taken on behalf of the corporation by
a committee of the board.

(2) A nonprofit corporation shall keep a current copy of the
following records:

(a) Its articles of incorporation or restated articles of
incorporation and all amendments to them currently in effect;

(b) Its bylaws or restated bylaws and all amendments to them
currently in effect;

(c) All communications 1in the form of a record to members
generally within the past six vyears, including the financial
statements furnished for the past six years under section 1604 of
this act;

(d) A list of the names and business addresses of 1its current
directors and officers; and

(e) Its most recent annual report delivered to the secretary of
state under section 1204 of this act.

(3) A nonprofit corporation shall maintain appropriate accounting
records.

(4) A membership corporation or its agent shall maintain a record
of its members, in a form that permits preparation of a list of the
names and addresses of all members, in alphabetical order by class,
showing the number of votes each member is entitled to cast.

(5) A nonprofit corporation shall maintain its records in written
form or in any other form of a record.

(6) All records required to be maintained by a nonprofit
corporation may be maintained at any location within or without this

state.

NEW SECTION. Sec. 1602. INSPECTION BY MEMBERS. (1) A member of

a nonprofit corporation may inspect and copy, during regular business

hours at a reasonable location specified by the corporation, any of
the records the corporation is required to maintain under section
1601 of this act, 1f the member delivers to the corporation an

executed notice in the form of a record at least five business days
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before the date on which the member wishes to inspect and copy the
records.

(2) Subject to the limitations set forth in (c) and (d) of this
subsection, a member of a nonprofit corporation may inspect and copy,
during regular business hours at a reasonable location specified by
the corporation, any of the following records of the corporation, if
the member delivers to the corporation an executed notice in the form
of a record at least five business days before the date on which the
member wishes to inspect and copy the records:

(a) Excerpts from those minutes and records required to be
maintained under section 1601 (1) of this act;

(b) Accounting records of the corporation described in section
1601 (3) of this act; and

(c) Subject to subsection (3) of this section and section 1607 of
this act, the membership list described in section 1601(4) of this
act.

(3) A nonprofit corporation may withhold from inspection under
this section:

(a) Those portions of records that contain information protected
by the attorney-client privilege or related work product;

(b) The address of any member who is known to the corporation to
be a participant in the address confidentiality program described in
chapter 40.24 RCW or any similar program established by law;

(c) Those portions of records, which, 1if disclosed, would be
reasonably 1likely to result in harm to the corporation or a third
party, such as disciplinary actions involving nondirector members,
identities of job applicants, discussions of strategic acquisitions,
records that are required to be kept confidential under obligations
to a third party, etc.; or

(d) Any information that a nonprofit corporation is required to
keep confidential under any other law.

(4) A member may inspect and copy the records described in
subsection (2) of this section only if the:

(a) Member's demand 1is made in good faith and for a proper
purpose;

(b) Member describes with reasonable particularity the purpose
and the records the member desires to inspect;

(c) Member agrees in the form of a record to reasonable
restrictions required by the board on the use or distribution of the

records; and
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(d) Records are directly connected with this purpose.

(5) The right of inspection granted by this section may not be
abolished or limited by a nonprofit corporation's articles or bylaws.

(6) This section does not affect the:

(a) Right of a member to inspect records as part of discovery in
connection with litigation; or

(b) Power of any court of competent Jjurisdiction, independently
of this chapter, to compel the production of corporate records for

examination.

NEW SECTION. Sec. 1603. SCOPE OF MEMBER'S INSPECTION RIGHT. (1)

A member's agent or attorney has the same inspection and copying
rights as the member represented.

(2) The right to copy records under section 1602 of this act
includes, if reasonable, the right to receive copies. Copies may be
provided through electronic transmission unless the member requests
otherwise in the form of a record.

(3) The nonprofit corporation may comply with a member's demand
to inspect and copy the list of members under section 1602 (2) (c) of
this act by providing the member for a reasonable charge as described
in subsection (4) of this section with a list of members that was
compiled no earlier than the date of the member's demand.

(4) The nonprofit corporation shall provide a copy of 1its
articles and bylaws at no cost to a member on request. The nonprofit
corporation may impose a reasonable charge, covering the costs of
labor and material, for copies of any other documents provided to the
member. The charge may not exceed the estimated cost of production,

reproduction, or transmission of the records.

NEW SECTION. Sec. 1604. FINANCIAL STATEMENTS FOR MEMBERS. (1)

Except as provided in the articles or bylaws of a nonprofit
corporation engaged in religious activity, upon a demand in the form
of a record from a member, a corporation shall furnish that member
with its latest annual financial statements, which may be
consolidated or combined statements of the corporation and one or
more of its subsidiaries, as appropriate, that include a balance
sheet as of the end of the fiscal year and a statement of operations
for the vyear. If financial statements are prepared for the

corporation on the basis of generally accepted accounting principles,
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then the annual financial statements must also be prepared on that
basis.

(2) If the annual financial statements are reported upon by a
certified public accountant, then the accountant's report shall
accompany them. If not, then the statements must be accompanied by a
statement of the president or the person responsible for the
nonprofit corporation's accounting records:

(a) Stating the reasonable belief of the president or other
person as to whether the statements were prepared on the basis of
generally accepted accounting principles and, if not, describing the
basis of preparation; and

(b) Describing any respects 1in which the statements were not
prepared on a basis of accounting consistent with the statements

prepared for the preceding year.

NEW SECTION. Sec. 1605. COURT-ORDERED INSPECTION. (1) If a

nonprofit corporation does not allow a member who complies with

section 1602 (1) of this act to inspect and copy any records required
by that subsection to be available for inspection, then the court may
summarily order inspection and copying of the records demanded at the
corporation's expense upon application of the member.

(2) If a nonprofit corporation does not within a reasonable time
allow a member to inspect and copy any other record to which the
member is entitled under section 1602 (2) of this act, then the member
who complies with section 1602 (3) and (4) of this act may apply to
the court for an order to permit inspection and copying of the
records demanded. The court shall dispose of an application under
this subsection on an expedited basis. The court may inspect the
records in question in camera and determine the extent of required
disclosure, 1if any, in light of section 1602 of this act. In making
that determination, the court shall consider the probability and
extent of potential harm to the corporation or any third party that
may result from inspection, and the probability and extent of benefit
to the corporation or the member.

(3) If the court orders inspection and copying of the records
demanded, then it shall also order the nonprofit corporation to pay
the member's costs, including reasonable attorneys' fees, incurred to
obtain the order, unless the corporation proves that it refused
inspection in good faith because it had a reasonable basis for doubt

about the right of the member to inspect the records demanded. If the
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court denies the majority of the request for inspection and copying,
it may order the member to pay part or all of the nonprofit
corporation's costs, including reasonable attorneys' fees.

(4) If the court orders inspection and copying of the records
demanded, then it may impose reasonable restrictions on the use or

distribution of the records by the demanding member.

NEW SECTION. Sec. 1606. INSPECTION BY DIRECTORS. (1) A director

of a nonprofit corporation may inspect and copy the books, records,

and documents of the corporation at any reasonable time to the extent
reasonably related to the performance of the director's duties as a
director, including duties as a member of a committee, but not for
any other purpose or in any manner that would violate any duty to the
corporation or law other than this chapter.

(2) The court may order inspection and copying of the books,
records, and documents at the corporation's expense, upon application
of a director who has been refused the inspection rights set out in
subsection (1) of this section, unless the corporation establishes
that the director is not entitled to those inspection rights.

(3) If an order is issued, then the court may include provisions
protecting the nonprofit corporation from undue burden or expense,
and prohibiting the director from using information obtained upon
exercise of the inspection rights in a manner that would violate a
duty to the corporation, and may also order the corporation to
reimburse the director for the director's costs, including reasonable

attorneys' fees, incurred in connection with the application.

NEW SECTION. Sec. 1607. USE OF MEMBERSHIP LIST. (1) Without the

consent of the board, a membership list or any part thereof may not

be obtained or used by any person for any purpose unrelated to a
member's interest as a member. Without limiting the generality of the
foregoing, without the consent of the board, a membership list or any
part thereof may not be:

(a) Used to solicit cash or other property unless the cash or
other property will be used solely to solicit the votes of the
members in an election to be held by the nonprofit corporation;

(b) Used for any commercial purpose; oOr

(c) Sold to or purchased by any person.

(2) Instead of making a membership list available for inspection

and copying under sections 1601 through 1607 of this act, a nonprofit
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corporation may elect to proceed under the procedures set forth in
section 2304 (6) of this act.

ARTICLE 7
PUBLIC BENEFIT CORPORATIONS

NEW SECTION. Sec. 1701. PUBLIC BENEFIT DESIGNATION. (1) There

is hereby established the special designation of "public benefit

nonprofit corporation.™ A corporation may be designated as a public
benefit nonprofit corporation if it meets the following requirements:

(a) The corporation complies with this chapter; and

(b) The corporation 1s currently recognized by the internal
revenue service as an organization described in section 501 (c) (3) of
the 1Internal Revenue Code or 1is exempt from applying for that
recognition under section 508 (c) of the Internal Revenue Code.

(2) A temporary designation as a public benefit nonprofit
corporation may be provided to a corporation that has applied to the
internal revenue service for recognition of its status as an
organization described in section 501 (c) (3) of the Internal Revenue
Code. The temporary designation is wvalid for up to one year and may
be renewed at the discretion of the secretary of state.

(3) Designation of a corporation as a public benefit nonprofit
corporation does not alter the applicability to the corporation of

any other provision of this chapter.

NEW SECTION. Sec. 1702. APPLICATION AND RENEWAL. (1) The

secretary of state shall develop an application process for new and

existing corporations to apply for public Dbenefit nonprofit
corporation status.

(2) Public benefit nonprofit corporation status must be renewed
annually. The secretary of state may schedule renewals in conjunction

with the corporation's annual report.

NEW SECTION. Sec. 1703. REMOVAL OF STATUS. The secretary of

state may remove a corporation's public benefit nonprofit corporation

designation if the corporation does not comply with this chapter or
the internal revenue service revokes recognition of the corporation's
status as an organization described in section 501 (c) (3) of the

Internal Revenue Code.
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ARTICLE 8
FOREIGN CORPORATIONS

NEW SECTION. Sec. 1801. REGISTRATION TO DO BUSINESS. A foreign

nonprofit corporation may not do business in this state until it

registers with the secretary of state pursuant to chapter 23.95 RCW.

NEW SECTION. Sec. 1802. EFFECT OF REGISTRATION. (1) A foreign

nonprofit corporation with a valid foreign registration statement has

the same Dbut no greater rights and has the same Dbut no greater
privileges as, and except as provided by this chapter is subject to
the same duties, restrictions, penalties, and liabilities now or
later imposed on, a domestic nonprofit corporation of like character.

(2) This chapter does not authorize this state to regulate the
organization or internal affairs of a registered foreign nonprofit
corporation.

(3) For those corporations that have a certificate of authority,
are applying for, or 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 corporate records are required
to be delivered to the secretary of state for filing, the records
must be delivered to the insurance commissioner rather than the

secretary of state.

NEW SECTION. Sec. 1803. NAME OF FOREIGN CORPORATION. (1) The

name of a registered foreign nonprofit corporation, any name reserved

by a registered foreign nonprofit corporation, or any alternate name
adopted under RCW 23.95.525 is governed by chapter 23.95 RCW.

(2) A foreign nonprofit corporation not registered to do business
in this state may register its name, or an alternate name adopted
pursuant to RCW 23.95.525, under RCW 23.95.315.

NEW SECTION. Sec. 1804. REGISTERED AGENT OF FOREIGN
CORPORATION. (1) Each registered foreign nonprofit corporation in
this state shall designate and maintain a registered agent in this
state.

(2) The designation and maintenance of a foreign nonprofit

corporation's registered agent are governed by chapter 23.95 RCW.
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NEW SECTION. Sec. 1805. SERVICE ON FOREIGN CORPORATION. (1) A

registered foreign nonprofit corporation may be served with any

process, notice, or demand required or permitted by law by serving
its registered agent.

(2) Service upon a registered foreign nonprofit corporation made
by serving its registered agent, or service on the registered foreign
nonprofit corporation in the absence of a registered agent, 1is
governed by chapter 23.95 RCW.

NEW SECTION. Sec. 1806. WITHDRAWAL OF REGISTRATION. A

registered foreign nonprofit corporation may withdraw its

registration by delivering a statement of withdrawal to the secretary
of state for filing under RCW 23.95.530.

NEW SECTION. Sec. 1807. WITHDRAWAL UPON CONVERSION OR
DISSOLUTION. (1) A registered foreign nonprofit corporation that

converts to any type of domestic entity automatically is deemed to
have withdrawn its registration on the effective date of the
conversion.

(2) A registered foreign nonprofit corporation that has dissolved
and completed winding up or has converted to a domestic or foreign
entity not required to register under chapter 23.95 RCW or other law
of this state shall deliver a statement of withdrawal to the
secretary of state for filing under RCW 23.95.540.

(3) After the withdrawal of a foreign nonprofit corporation under
this section 1s effective, service of process 1in any action or
proceeding based on a cause of action arising during the time the
foreign nonprofit corporation was registered to do business in this
state may be made pursuant to RCW 23.95.450.

NEW SECTION. Sec. 1808. AMENDMENT TO REGISTRATION UPON
CONVERSION. A registered foreign nonprofit corporation that converts

to a foreign for-profit corporation or to any form of foreign
unincorporated entity that is required to register with the secretary
of state to do business in this state shall deliver to the secretary
of state for filing an amendment to its foreign registration
statement under RCW 23.95.515.

NEW SECTION. Sec. 1809. TRANSFER OF REGISTRATION. (1) If a

registered foreign nonprofit corporation merges into a nonregistered
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foreign entity or converts to a different type of foreign entity
required to register to do business in this state, the foreign entity
shall deliver to the secretary of state for filing an application for
transfer of registration under RCW 23.95.545.

(2) If a registered foreign nonprofit corporation is a party to a
statutory merger permitted by the laws of the jurisdiction where it
is incorporated, and the corporation is the surviving corporation, it
is not necessary for the corporation to register to do business or to

amend its registration unless the corporation's name is changed.

NEW SECTION. Sec. 1810. TERMINATION OF REGISTRATION. The

secretary of state may terminate the registration of a registered

foreign nonprofit corporation under RCW 23.95.550:

(1) For any reason set forth in RCW 23.95.550(1);

(2) If the secretary of state receives a duly authenticated
certificate from the secretary of state or other official having
custody of corporate records in the state or country under whose law
the foreign corporation 1s incorporated stating that it has been
dissolved or did not survive a merger; or

(3) If the corporation has continued to exceed or abuse the

authority conferred upon it by this chapter.

NEW SECTION. Sec. 1811. JUDICIAL REVIEW OF TERMINATION. (1) A

foreign nonprofit corporation may appeal the secretary of state's

termination of its registration to the superior court of Thurston
county within ninety days after service of the statement of
termination is perfected. The foreign nonprofit corporation shall
appeal by petitioning the court to set aside the termination and
attaching to the petition copies of its statement of registration and
the secretary of state's statement of termination.

(2) The court may summarily order the secretary of state to
reinstate the registration or may take any other action the court
considers appropriate.

(3) The court's final decision may be appealed as in other civil

proceedings.

PART II
GOVERNANCE
ARTICILE 1

MEMBERS AND MEMBERSHIPS
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NEW SECTION. Sec. 2101. MEMBERS. (1) A nonprofit corporation

may have one or more classes of members or may have no members.

(2) For corporations formed on or after July 1, 2021,
notwithstanding anything to the contrary in the bylaws, where the
articles of a nonprofit corporation do not provide that it has
members, the nonprofit corporation does not have members.

(3) For organizations formed before July 1, 2021, where the
articles of a nonprofit corporation do not provide that it has
members, the corporation has members only if the bylaws:

(a) Provide that the corporation has members; and

(b) Provide that members of at least one class have the right to
select or vote for the election of directors or delegates or to vote
on at least one type of fundamental transaction.

(4) Where a nonprofit corporation does not have members under
this section, or where a corporation has no members entitled to vote
on a given matter, any provision of this chapter or any other
provision of law requiring notice to, the presence of, or the vote,
consent, or other action by members in connection with that matter is
satisfied by notice to, the presence of, or the vote, consent, or

other action by the board.

NEW SECTION. Sec. 2102. SCOPE OF MEMBERSHIP. A person is not a

member of a nonprofit corporation for purposes of any provision of

this chapter unless the person meets the definition of "member" in
section 1102 of this act, regardless of whether the corporation

refers to or designates the person as a member.

NEW SECTION. Sec. 2103. ADMISSION OF MEMBERS. (1) The articles

or bylaws of a membership corporation may establish criteria or

procedures for admission of members.

(2) A person may not be admitted as a member without the person's
consent. Consent may be express or implied and need not be in the
form of a record.

(3) If a membership corporation provides certificates of
membership to the members, then the certificates shall not be
registered or transferable except as provided in the articles or

bylaws or by resolution of the board.

NEW SECTION. Sec. 2104. CONSIDERATION FOR ADMISSION. Except as

provided in its articles or bylaws, a membership corporation may
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admit members for no consideration or for consideration determined by
the board, which may take any form, including promissory notes,
intangible property, or past or future services. Payment of the
consideration may be made at those times and upon those terms as are
set forth in or authorized by the articles, bylaws, or a resolution
of the board.

NEW SECTION. Sec. 2105. CAPITAL CONTRIBUTIONS. (1) A membership

corporation that is not a charitable corporation may provide in its
articles or bylaws that members, upon or after admission, shall make
capital contributions. Except as provided in the articles or bylaws,
the Dboard shall fix the amount. The requirement of a capital
contribution may apply to all members, or to the members of a single
class, or to members of different classes in different amounts or
proportions.

(2) The adoption or amendment of a capital contribution
requirement, whether or not approved by the members, shall not apply
to, or be an obligation of, a member who did not wvote in favor of the
adoption or amendment until thirty days after the member has been

given notice of the adoption or amendment.

NEW SECTION. Sec. 2106. RIGHTS AND OBLIGATIONS. (1) The members

of a membership corporation have only those rights, privileges,
powers, or obligations specifically given or assigned to members in
the articles, the bylaws, or section 2313 of this act.

(2) A member shall not have the right to vote on any matter
unless the articles, the bylaws, or section 2313(1) of this act
provides expressly that the class of members to which that member

belongs has the right to vote on that particular matter.

NEW SECTION. Sec. 2107. DIFFERENCES IN RIGHTS AND OBLIGATIONS.

(1) Except as provided in the articles or bylaws, each member of a
membership corporation has the same rights and obligations as every
other member with respect to voting, dissolution, membership
transfer, and other matters.

(2) If the corporation has one or more classes of members, then
the designation of the class or classes, the articles, or the bylaws
shall set forth the manner of election or appointment and the

qualifications and rights of the members of each class.
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NEW SECTION. Sec. 2108. TRANSFERS OF MEMBERSHIP. (1) Except as

provided in the articles or bylaws or by resolution of the board, a

member of a membership corporation may not transfer a membership or
any right arising therefrom.

(2) Where the right to transfer a membership has been provided, a
restriction on that right shall not be binding with respect to a
member holding a membership issued before the adoption of the
restriction unless the affected member consents to the restriction in

the form of a record.

NEW SECTION. Sec. 2109. MEMBER'S LIABILITY FOR CORPORATE
OBLIGATIONS. A member of a membership corporation is not personally

liable for the acts, debts, 1liabilities, or obligations of the

corporation.

NEW SECTION. Sec. 2110. MEMBER'S LIABILITY FOR DUES, FEES, AND

ASSESSMENTS. (1) A membership corporation may levy dues, assessments,

and fees on its members to the extent authorized in the articles or
bylaws. Particular dues, assessments, and fees may be imposed in the
articles or bylaws or by resolution of the board, subject to any
membership approval required under section 3112(1) of this act, on
members of the same class either alike or in different amounts or
proportions, and may be imposed on a different basis on different
classes of members. Members of a class may be made exempt from dues,
assessments, and fees to the extent provided in the articles or
bylaws or by resolution of the board.

(2) The amount and method of collection of dues, assessments, and
fees may be fixed in the articles or bylaws, or the articles or
bylaws may authorize the board or members to fix the amount and
method of collection, with or without approval of the class or
classes of members affected.

(3) The articles or bylaws may provide reasonable means, such as
termination and reinstatement of membership, to enforce the

collection of dues, assessments, and fees.

NEW SECTION. Sec. 2111. CREDITOR'S ACTION AGAINST MEMBER. (1) A

proceeding may not be Dbrought by a creditor of a membership

corporation to reach the 1liability, if any, of a member to the

corporation unless final Jjudgment has been rendered in favor of the
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creditor against the corporation and execution has Dbeen returned
unsatisfied in whole or in part.

(2) All creditors of a membership corporation, with or without
reducing their claims to judgment, may intervene in any creditor's
proceeding brought under subsection (1) of this section to reach and
apply unpaid amounts due the corporation. Any or all members who owe

amounts to the corporation may be joined in the proceeding.

NEW SECTION. Sec. 2112. RESIGNATION OF MEMBER. (1) A member of

a membership corporation may resign at any time.

(2) The resignation of a member does not relieve the member from

any obligations incurred or commitments made before resignation.

NEW SECTION. Sec. 2113. TERMINATION AND SUSPENSION OF MEMBER.

(1) A membership in a membership corporation may be terminated or

suspended for the reasons and in the manner provided in the articles
or bylaws.

(2) A membership in a membership corporation may also be
terminated, regardless of the procedure set forth in the articles or
bylaws, if:

(a) The corporation has had no contact from the member for at
least three years; and

(b) Either:

(1) The member fails to respond within ninety days to a request
from the corporation to update the member's contact information that
includes a statement that failure to respond could result in
termination of membership, delivered to that member by means
reasonably likely to reach that member; or

(ii) A request from the corporation to update the member's
contact information that includes a statement that failure to respond
could result in termination of membership, sent to that member by
first-class forwardable mail, with postage prepaid, 1is returned as
undeliverable; or

(1ii) If members, or a class of members, are not identified
individually on the records of the corporation, a request from the
corporation for members to provide contact information that includes
a statement that failure to respond could result in termination of
membership is published once a week for six consecutive weeks in a
newspaper of general circulation in the county 1in which the

corporation's principal office is located.
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(3) Unless otherwise provided in the articles or bylaws, if the
articles or bylaws allow the Dboard or any other body to admit
members, the affirmative wvote of two-thirds of that body may
terminate a member.

(4) Irrespective of anything to the contrary in the articles or
bylaws, in any proceeding involving a corporation or upon application
from the corporation, the court may order termination of a member of
the corporation in the best interests of the corporation.

(5) A proceeding challenging a termination or suspension for any
reason must be commenced within one year after the effective date of
the termination or suspension.

(6) The termination or suspension of a member does not relieve
the member from any obligations incurred or commitments made before

the termination or suspension.

NEW SECTION. Sec. 2114. REPURCHASE OF MEMBERSHIPS. A membership

corporation that is not a charitable corporation may repurchase any

of its memberships or any right arising therefrom only if it is so
provided in the articles or bylaws. A membership corporation that 1is
a charitable corporation may not repurchase any of its memberships or

any right arising therefrom.

ARTICLE 2
DELEGATES

NEW SECTION. Sec. 2201. DELEGATES. (1) A membership corporation

may provide in its articles or bylaws for delegates.

(2) The articles or bylaws may set forth provisions relating to:

(a) The characteristics, qualifications, rights, limitations, and
obligations of delegates including their selection and removal;

(b) Calling, noticing, holding, and conducting meetings of
delegates; and

(c) Carrying on activities during and between meetings of
delegates.

(3) If the articles or bylaws provide for delegates, then, unless
otherwise provided in the articles or bylaws:

(a) The power to appoint, remove, or modify any provision of the
articles or bylaws governing the appointment or removal of delegates

is reserved to the members.
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(b) All other powers of members including, but not limited to,
the right to vote on other amendments to articles or bylaws, may be

exercised by delegates.

ARTICLE 3
MEMBERSHIP MEETINGS AND VOTING

NEW SECTION. Sec. 2301. ANNUAL AND REGULAR MEETINGS. (1) A

membership corporation shall hold an annual meeting of members once

during each fiscal year at a time stated in or fixed in accordance
with the articles or bylaws.

(2) A membership corporation may hold regular meetings on a
regional or other basis at times stated in or fixed in accordance
with the articles or bylaws.

(3) Except as provided in subsection (5) of this section, annual
and regular meetings of the members may be held in or out of this
state at the place stated in or fixed in accordance with the articles
or bylaws. If no place is stated in or fixed in accordance with the
articles or bylaws, then annual and regular meetings shall be held at
the membership corporation's principal office.

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

(5) The articles or bylaws may provide that an annual or regular
meeting of members may be held in a specified location and, 1if so
provided under the articles or bylaws, through one or more means of
remote communication through which members not physically present may
participate in the meeting substantially concurrently, vote on
matters submitted to the members, pose questions, and make comments.
For any meeting at which one or more members may participate by means
of remote communication, the corporation shall deliver notice of the
meeting to each member by a means which the member has authorized and
provide complete instructions for participating in the meeting by

remote communication.

NEW SECTION. Sec. 2302. SPECIAL MEETINGS. (1) A membership

corporation shall hold a special meeting of members:

(a) At the call of its board of directors, the president, or the
persons authorized to do so by the articles or bylaws; or

(b) If the holders of either:
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(1) The number or proportion of members entitled under the
articles or bylaws to call a meeting on the subject matter proposed
to be considered at the proposed special meeting, which shall not
represent more than twenty-five percent of all the wvotes entitled to
be cast on that subject matter; or

(11) In the absence of a provision fixing the number or
proportion of members entitled to call a meeting, the number or
proportion of members representing five percent of all the votes
entitled to be cast on the subject matter proposed to be considered
at the proposed special meeting;
execute, date, and deliver to the corporation one or more demands in
the form of a record for the meeting describing the purpose for which
it is to be held.

(2) Unless otherwise provided in the articles or bylaws, a demand
for a special meeting may be revoked by notice to that effect
received by the membership corporation from the members calling the
meeting before the receipt by the corporation of demands sufficient
in number to require the holding of a special meeting.

(3) If not otherwise fixed under section 2303 or 2307 of this
act, the record date for determining members entitled to demand a
special meeting is the date the first member executes a demand.

(4) Only business within the purpose or purposes described in the
meeting notice required by section 2305(3) of this act may be
conducted at a special meeting of the members.

(5) Except as provided in subsection (6) of this section, special
meetings of the members may be held in or out of this state at the
place stated in or fixed in accordance with the articles or bylaws.
If no place is stated or fixed in accordance with the articles or
bylaws, then special meetings shall be held at the corporation's
principal office.

(6) The articles or bylaws may provide that a special meeting of
members be held at a specified 1location and, unless otherwise
provided wunder the articles or bylaws, through means of remote
communication through which members not physically present may
participate in the meeting substantially concurrently, vote on
matters submitted to the members, pose questions, and make comments.
Notice of meetings at which one or more members may participate by
means of remote communication must be delivered by a means which the
member  has authorized and ©provide complete instructions for

participating in the meeting from a remote location.
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NEW SECTION. Sec. 2303. COURT-ORDERED MEETING. (1) The court

may summarily order a meeting to be held:

(a) On application of any member entitled to participate in an
annual or regular meeting if an annual meeting was not held within
eighteen months after the last annual meeting; or

(b) On application of a member who executed a demand for a
special meeting under section 2302 of this act that was executed by a
sufficient number of members to call a meeting, if:

(1) Notice of the special meeting was not given within thirty
days after the date the demand was delivered to the corporation's
secretary; or

(ii) The special meeting was not held in accordance with the
notice.

(2) The court may fix the time and place of a court-ordered
meeting, determine the members entitled to participate in the
meeting, specify a record date for determining members entitled to
notice of and to vote at the meeting, prescribe the 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 action on those matters, and
enter other orders necessary to accomplish the purpose or purposes of

the court-ordered meeting.

NEW SECTION. Sec. 2304. LIST OF MEMBERS FOR MEETING. (1) After

fixing a record date for a meeting, a membership corporation shall

prepare an alphabetical list of the names of all its members who are
entitled to notice of that meeting of the members. The 1list of
members shall show the address of and number of votes each member is
entitled to cast at the meeting, except that the address of any
member who is known to the corporation to be a participant in the
address confidentiality program described in chapter 40.24 RCW or any
similar law may be omitted.

(2) The 1list of members must be available for inspection by any
member, beginning two business days after notice of the meeting is
given for which the 1list was prepared and continuing through the
meeting, at the membership corporation's principal office or at a
place identified in the meeting notice in the city where the meeting
will be held. A member or the member's agent, on demand in the form
of a record, may inspect and, subject to the requirements of section

1602 (4) of this act, copy the list, during regular business hours and
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at the member's expense, during the period it is available for
inspection.

(3) The membership corporation shall make the 1list of members
available at the meeting, and a member or the member's agent may
inspect the list at any time during the meeting or any adjournment.

(4) If a membership corporation refuses to allow a member or the
member's agent to inspect the 1list of members before or at the
meeting or copy the 1list as permitted by subsection (2) of this
section, then the court, on application of the member, may:

(a) Summarily order the inspection or copying at the
corporation's expense;

(b) Postpone the meeting for which the 1list was prepared until
the inspection or copying is complete;

(c) Order the corporation to pay the member's costs including
reasonable attorneys' fees incurred to obtain the order; and

(d) Order other appropriate relief.

(5) Refusal or failure to prepare or make available the list of
members does not affect the validity of action taken at the meeting.

(6) Instead of making the list of members available as provided
in subsection (2) of this section, a membership corporation may state
in a notice of meeting that the corporation has elected to proceed
under this subsection. A member of a corporation that has elected to
proceed under this subsection shall state in the member's demand for
inspection a proper purpose for inspection. Within ten business days
after receiving a demand under this subsection, the corporation shall
deliver to the member making the demand an offer of a reasonable
alternative method of achieving the purpose identified in the demand
without providing access to or a copy of the list of members. An
alternative method that reasonably and in a timely manner
accomplishes the proper purpose set forth in the demand relieves the
corporation from making the 1list of members available under
subsection (4) (b) of this section, unless within a reasonable time
after acceptance of the offer the corporation fails to do the things
it offered to do. Any rejection of the corporation's offer must be in
the form of a record and indicate the reasons the alternative
proposed by the corporation does not meet the proper purpose of the

demand.

NEW SECTION. Sec. 2305. NOTICE OF MEMBERSHIP MEETING. (1) A

membership corporation shall give notice to the members of the date,
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time, and place of each annual, regular, or special meeting of the
members. Except as provided under subsection (6) of this section, the
notice must be given in the form of a record no fewer than ten nor
more than sixty days before the meeting date. Except as provided in
this chapter, the articles, or the bylaws, the corporation is only
required to give notice to members entitled to vote at the meeting.

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

(3) Notice of a special meeting shall include a description of
the purpose for which the meeting is called.

(4) If not otherwise fixed under section 2303 or 2307 of this
act, the record date for determining members entitled to notice of
and to vote at an annual or special meeting of the members is the day
before the first notice is given to members.

(5) TUnless the articles or bylaws require otherwise, 1f an
annual, regular, or special meeting of the members 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 is required to be fixed under section 2307 of
this act, then the corporation shall give notice of the adjourned
meeting to the members entitled to vote on the new record date.

(6) Notice of regular meetings other than the annual meeting may
be made by providing each member with the adopted schedule of regular
meetings for the ensuing year in the form of a record at any time
after the annual meeting and ten days before the next succeeding
regular meeting and at any time requested by a member or by any other
notice prescribed by the bylaws.

(7) Whenever notice would otherwise be required to be given under
any provision of this chapter to a member, the notice need not be
given if notice of two consecutive annual meetings, and all notices
of meetings during the period between those two consecutive annual
meetings, have been returned undeliverable or could not be delivered.
If a member delivers to the nonprofit corporation a notice setting
forth the member's then current address, then the requirement that

notice be given to that member is reinstated.

NEW SECTION. Sec. 2306. WAIVER OF NOTICE. (1) A member may

wailve any notice required by this chapter, the articles, or the

p. 49 SSB 5034




O I o U b w NN

11
12
13
14

15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

34
35
36
37

bylaws no more than sixty days before or sixty days after the date
and time stated in the notice or of the meeting or action. The waiver
must be in the form of a record, be executed by the member entitled
to the notice, and be delivered to the membership corporation for
inclusion in the minutes or filing with the corporate records.

(2) The attendance of a member at a meeting:

(a) Waives objection to lack of notice or defective notice of the
meeting, unless the member at the beginning of the meeting or
immediately upon arrival at the meeting objects to holding the
meeting or transacting business at the meeting; and

(b) Waives objection to consideration of a particular matter at
the meeting that is not within the purpose described in the meeting
notice, unless the member objects at the meeting to considering the

matter.

NEW SECTION. Sec. 2307. RECORD DATE. (1) The articles or bylaws

may fix or provide the manner of fixing the record date to determine
the members entitled to notice of a meeting of the members, to demand
a special meeting, to vote, or to take any other action. If the
articles or bylaws do not fix or provide for fixing a record date,
then the board of the membership corporation may fix a future date as
the record date.

(2) A record date fixed under this section may not be more than
seventy days before the meeting or action requiring a determination
of members.

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

(4) If the court orders a meeting adjourned to a date more than
one hundred twenty days after the date fixed for the original
meeting, then it may provide that the original record date continues

in effect or it may fix a new record date.

NEW SECTION. Sec. 2308. CONDUCT OF MEETING. (1) At each meeting

of members, an individual shall preside as chair. The chair 1is

appointed and may be removed:

(a) As provided in the articles or bylaws;
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(b) In the absence of a provision in the articles or bylaws, by
the board; or

(c) In the absence of both a provision in the articles or bylaws
and an appointment by the board, by the members at the meeting.

(2) Except as provided in the articles or bylaws or by resolution
of the board, the chair determines the order of business and has the
authority to establish rules for the order and conduct of the
meeting.

(3) Any rules established for the order and conduct of the
meeting pursuant to subsection (2) of this section must be fair to
the members.

(4) Except as provided in the articles or bylaws or by resolution
of the board:

(a) The chair of the meeting shall announce at the meeting when
the polls close for each matter voted upon.

(b) If no announcement is made, then the polls are deemed to have
closed upon the final adjournment of the meeting.

(c) After the polls close, no ballots, proxies, or votes, nor any

otherwise permissible revocations or changes thereto may be accepted.

NEW SECTION. Sec. 2309. PROXIES. (1) Except as provided in the

articles or bylaws, a member may not vote by proxy.

(2) If the articles or bylaws allow members to vote by proxy,
then the following procedure applies unless the articles or bylaws
provide otherwise:

(a) A member or the member's agent or attorney-in-fact may
appoint a proxy to vote or otherwise act for the member by executing
an appointment form in the form of a record. An appointment form must
contain or be accompanied by information from which it can be
determined that the member or the member's agent or attorney-in-fact
authorized the appointment of the proxy.

(b) An appointment of a proxy 1is effective when an executed
appointment in the form of a record is received by the inspectors of
election, the officer or agent of the membership corporation
authorized to tabulate votes, or the secretary. An appointment 1is
valid for eleven months wunless a shorter or 1longer period is
expressly provided in the appointment form.

(c) The death or incapacity of the member appointing a proxy does
not affect the right of the membership corporation to accept the

proxy's authority unless notice of the death or incapacity 1is
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received by the inspectors of election, the officer or agent
authorized to tabulate votes, or the secretary Dbefore the proxy
exercises his or her authority under the appointment.

(d) A membership corporation may accept the proxy's vote or other
action as that of the member making the appointment, subject to
section 2314 of this act and to any express limitation on the proxy's
authority stated in the appointment form.

(e) A proxy may be revoked by a member by delivering notice in
the form of a record to the corporation before the corporation has

relied upon the proxy.

NEW SECTION. Sec. 2310. VOTING ENTITLEMENT OF MEMBERS. Except

as provided in the articles or bylaws, each member is entitled to one

vote on each matter on which the articles or bylaws entitle the

members of the class of members to which the member belongs to vote.

NEW SECTION. Sec. 2311. MEMBERSHIP QUORUM AND VOTING
REQUIREMENTS. (1) Members may take action at a meeting on matters

with respect to which all of the members are entitled to vote only if
a quorum of the members 1s present. Except as provided in the
articles or the bylaws, ten percent of the votes entitled to be cast
at a meeting of the members constitutes a quorum with respect to
those matters.

(2) Members entitled to vote as a separate voting group may take
action on a matter at a meeting only if a quorum of those members is
present with respect to that matter. Except as provided in the
articles or bylaws, ten percent of the votes entitled to be cast on
the matter by the wvoting group constitutes a quorum of that voting
group for action on that matter.

(3) Once a member 1is represented for any purpose at a meeting,
the member is deemed present for quorum purposes for the remainder of
the meeting and for any adjournment of that meeting unless a new
record date is or is required to be set for that adjourned meeting.

(4) If a quorum 1is present, then action on a matter other than
the election of directors by a wvoting group is approved if the wvotes
cast within the voting group favoring the action exceed the votes
cast opposing the action, unless the articles, bylaws, or applicable
law require a greater number of affirmative votes.

(5) An amendment of the articles or bylaws adding, changing, or

deleting a quorum or voting requirement for a voting group greater
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than specified in subsection (2) or (4) of this section 1is governed
by section 2311 of this act.

(6) If a meeting cannot be organized because a quorum of members
entitled to vote 1is not present, then those members present may
adjourn the meeting to such a time and place as they may determine.
When a meeting that has been adjourned for 1lack of a quorum is
reconvened, those members present, although less than a quorum as
fixed in this section, the articles, or the bylaws, nonetheless
constitute a quorum, 1f notice of the time and place of the
reconvened meeting 1s provided by electronic transmission or in
person to the members entitled to vote at least twenty-four hours
before the reconvened meeting, or by other methods pursuant to the
requirements and procedures set forth in section 2305 of this act.
The articles or the bylaws may, however, permit the reconvening of a
meeting without notice, by means of a provision that makes explicit
reference to elimination of the notice requirement that would
otherwise apply under this section.

(7) The election of directors is governed by section 2313 of this

act.

NEW SECTION. Sec. 2312. DIFFERING QUORUM AND VOTING
REQUIREMENTS. (1) The articles or bylaws may provide for a higher or

lower quorum or higher voting requirement for members or wvoting
groups of members than is provided for by this chapter, either
generally or with respect to specific matters.

(2) An amendment to the articles or bylaws that adds, changes, or
deletes a greater gquorum or voting requirement must meet the same
qgquorum regquirement and be adopted by the same vote and voting groups
required to take action under the gquorum and voting requirements then

in effect.

NEW SECTION. Sec. 2313. VOTING FOR DIRECTORS. (1) Except as

provided 1in the articles or bylaws, directors of a membership

corporation are elected by a plurality of the votes cast by the
members entitled to vote in the election at a meeting at which a
quorum is present.

(2) Except as provided in the articles or bylaws, or under
subsection (3) of this section, members do not have a right to

cumulate their votes for directors.
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(3) Members of a nonprofit corporation who were entitled to
cumulate their votes for the election of directors on the effective
date of this chapter continue to be entitled to cumulate their votes
for the =election of directors wuntil otherwise provided in the

articles or bylaws of the corporation.

NEW SECTION. Sec. 2314. ACCEPTANCE OF BALLOTS, CONSENTS,
WAIVERS, OR PROXIES. (1) If the name signed on a ballot, consent,

walver, or proxy appointment corresponds to the name of a member,

then the membership corporation if acting in good faith may accept
the ballot, consent, waiver, or proxy appointment and give it effect
as the act of the member.

(2) If the name signed on a ballot, consent, waiver, or proxy
appointment does not correspond to the name of its member, then the
membership corporation if acting 1in good faith 1s nevertheless
entitled to accept the ballot, consent, waiver, or proxy appointment
and give it effect as the act of the member if:

(a) The member is an entity and the name signed purports to be
that of an officer or agent of the entity;

(b) The name signed purports to be that of an administrator,
executor, guardian, or conservator representing the member and, if
the corporation requests, evidence of fiduciary status acceptable to
the corporation has been presented with respect to the ballot,
consent, waiver, or proxy appointment;

(c) The name signed purports to be that of a receiver or trustee
in bankruptcy of the member and, 1f the corporation requests,
evidence of this status acceptable to the corporation has been
presented with respect to the ballot, consent, waiver, or proxy
appointment;

(d) The name signed purports to be that of a beneficial owner or
attorney-in-fact of the member and, if the corporation requests,
evidence acceptable to the corporation of the signatory's authority
to sign for the member has been presented with respect to the ballot,
consent, wailver, or proxy appointment; and

(e) Two or more persons are the member as cotenants or
fiduciaries and the name signed 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 membership corporation may reject a ballot, consent,

waiver, or proxy appointment 1f the secretary or other officer or
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agent authorized to tabulate votes, acting in good faith, has
reasonable basis for doubt about the validity of the signature on it
or about the signatory's authority to sign for the member.

(4) The membership corporation and its officer or agent who
accepts or rejects a ballot, consent, waiver, or proxy appointment in
good faith and in accordance with the standards of this section or
section 2309(2) of this act are not liable in damages to the member
for the consequences of the acceptance or rejection.

(5) Corporate action based on the acceptance or rejection of a
ballot, consent, waiver, or proxy appointment under this section is

valid unless the court determines otherwise.

NEW SECTION. Sec. 2315. INSPECTORS OF ELECTION. (1) A

membership corporation may appoint one or more inspectors to act at a

meeting of members and make a report in the form of a record of the
inspectors' determinations. Each inspector shall execute the duties
of inspector impartially and according to the best of the inspector's
ability.

(2) The inspectors must:

(a) Ascertain the number of members and delegates, and their
voting power;

(b) Determine the members and delegates present at a meeting;

(c) Determine the validity of proxies and ballots;

(d) Count all votes; and

(e) Determine the result.

(3) An inspector may, but need not, be a director, member,
officer, or employee of the membership corporation. A person who is a
candidate for office to be filled at the meeting may not be an

inspector.

NEW SECTION. Sec. 2316. ACTION BY VOTING GROUPS. (1) If this

chapter, the articles, or the bylaws provide for voting by a single

voting group on a matter, then action on that matter is taken when
voted upon by that voting group as provided in section 2311 or 2318
of this act.

(2) If this chapter, the articles, or the bylaws provide for
voting by two or more voting groups on a matter, then action on that
matter 1is taken only when voted upon by each of those voting groups

counted separately as provided in section 2311 or 2318 of this act.
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NEW SECTION. Sec. 2317. VOTING AGREEMENTS. (1) If the articles

or bylaws allow voting agreements, then two or more members may

provide for the manner in which they will vote by executing an
agreement in the form of a record for that purpose, to the extent
allowed under the articles or bylaws.

(2) A voting agreement is specifically enforceable if:

(a) The voting agreement is allowed under the articles or bylaws;
or

(b) The effective date of the voting agreement 1is before the
effective date of this section.

(3) Notwithstanding subsection (2) of this section, no voting
agreement 1is enforceable to the extent that enforcement of the

agreement would violate the purposes of the membership corporation.

NEW SECTION. Sec. 2318. ACTION WITHOUT MEETING BY UNANIMOUS
WRITTEN CONSENT. (1) Except as provided in the articles or bylaws,

action required or permitted by this chapter to be taken at a meeting
of the members may be taken without a meeting if the action is taken
by all the members entitled to vote on the action. The action must be
evidenced by one or more consents in the form of a record bearing the
date of execution and describing the action taken, executed by all
the members entitled to vote on the action, and delivered to the
membership corporation for inclusion in the minutes or filing with
the corporate records.

(2) If not otherwise fixed under section 2303 or 2307 of this
act, the record date for determining members entitled to take action
without a meeting is the date the first member executes the consent
under subsection (1) of this section. A consent shall not be
effective to take the corporate action referred to therein unless,
within sixty days after the earliest date appearing on a consent
delivered to the membership corporation in the manner required by
this section, consents executed by all members entitled to vote on
the action are received by the corporation. A consent may be revoked
by an executed notice in the form of a record to that effect received
by the corporation before receipt by the corporation of unrevoked
consents sufficient in number to take corporate action.

(3) A consent executed under this section has the same force and
effect as a unanimous vote at a meeting duly called and held, and may

be described as such.
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(4) If this chapter, the articles, or the bylaws require that
prior notice of any proposed action be given to members not entitled
to vote on the action and the action is to be taken by consent of the
members entitled to vote, then the membership corporation shall
deliver to the members not entitled to vote notice of the proposed
action at least ten days before taking the action by consent. The
notice must contain or be accompanied by the same material that would
have been required to be delivered to members not entitled to vote in
a notice of meeting at which the proposed action would have been

submitted to the members for action.

NEW SECTION. Sec. 23109. ACTION WITHOUT MEETING BY BALLOT. (1)

Except as otherwise restricted by the articles or bylaws, any action

that may be taken at any annual, regular, or special meeting of
members may be taken without a meeting if the membership corporation
delivers a ballot to every member entitled to vote on the matter.

) A ballot must:

) Be in the form of a record;

) Set forth each proposed action;

) Provide an opportunity to wvote, or withhold a vote,
separately for each candidate for a director position; and

(d) Provide an opportunity to vote for or against each other
proposed action.

(3) Approval by ballot pursuant to this section of action other
than election of directors is wvalid only when the number of ballots
returned equals or exceeds the quorum required to be present at a
meeting authorizing the action, and the number of approvals equals or
exceeds the number of votes that would be required to approve the
matter at a meeting at which the total number of votes cast was the
same as the number of votes cast by ballot.

(4) All requests for votes by ballot must:

(a) Indicate the number of responses needed to meet the qgquorum
requirements;

(b) State the percentage of approvals necessary to approve each
matter other than election of directors; and

(c) Specify the time by which a ballot must be received by the
membership corporation to be counted, which shall not be 1less than
ten days after the ballot is delivered to the member.

(5) Except as provided in the articles or bylaws, a ballot may

not be revoked.
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NEW SECTION. Sec. 2320. PROCEDURE FOR REMOTE MEETINGS. When

provided for in the articles or bylaws, meetings of the members held

by remote communication must follow the provisions of sections 2301

through 2319 of this act to the greatest practicable extent.

ARTICLE 4
BOARD OF DIRECTORS

NEW SECTION. Sec. 2401. BOARD OF DIRECTORS—AUTHORITY. (1) A

nonprofit corporation shall have a board of directors.

(2) All corporate powers shall be exercised by or under the
authority of the board of directors, and the activities and affairs
of the corporation shall be managed by or under the direction, and
subject to the oversight, of the board of directors, subject only to
any powers expressly reserved to the corporation's membership or

other persons in the articles or bylaws.

NEW SECTION. Sec. 2402. STANDARDS OF CONDUCT FOR DIRECTORS. (1)

Fach director, when discharging the duties of a director, shall act:

(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 director reasonably Dbelieves to be in the
best interests of the nonprofit corporation.

(2) In discharging board or committee duties a director shall
disclose, or cause to be disclosed, to the other board or committee
members information not already known Dby them but known by the
director to be material to the discharge of their decision-making or
oversight functions, except that disclosure is not required to the
extent that the director reasonably believes that doing so would
violate a duty imposed by law, a legally enforceable obligation of
confidentiality, or a professional ethics rule.

(3) In discharging the duties of a director, a director may rely
on information, opinions, reports, or statements, including financial
statements or other financial data, if prepared or presented by:

(a) One or more officers, employees, or volunteers of the
nonprofit corporation whom the director reasonably believes to be
reliable and competent in the functions performed or the matters

presented;
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(b) Legal counsel, public accountants, or other persons retained
by the corporation as to matters involving skills or expertise the
director reasonably believes are matters:

(1) Within the ©particular ©person's professional or expert
competence; or

(ii) As to which the particular person merits confidence; or

(c) A committee of the board of which the director is not a
member, designated in accordance with provisions of the articles or
bylaws, as to matters within its designated authority, if the
director reasonably believes the committee merits confidence.

(4) A director is not a trustee with respect to the nonprofit
corporation or with respect to any property held or administered by
the corporation, including ©property that may be subject to

restrictions imposed by the donor or transferor of the property.

NEW SECTION. Sec. 2403. QUALIFICATION OF DIRECTORS. A director

of a nonprofit corporation must be an individual of at least 16 years

of age. The articles or bylaws may prescribe other qualifications for
directors. A director need not be a resident of this state or a

member of the corporation unless the articles or bylaws so prescribe.

NEW SECTION. Sec. 2404. NUMBER OF DIRECTORS. (1) A board of

directors shall consist of one or more directors, with the number

specified in or fixed in accordance with the articles or bylaws.

(2) The board of directors of any corporation shall consist of
three or more directors if:

(a) The internal revenue service has determined the corporation
to be a public charity described in section 509 (a) (1) through (4) of
the Internal Revenue Code;

(b) The corporation has applied to the internal revenue service
for a determination of exempt status through an application
representing that the corporation is described in section 509 (a) (1)
through (4) of the Internal Revenue Code; or

(c) The corporation has applied to the internal revenue service
for classification as an organization described in section 509 (a) (1)
through (4) of the Internal Revenue Code.

(3) The number of directors on a board of directors who are under
18 years of age may not exceed three or one-third of the total number

of directors then in office, whichever is fewer.
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(4) A corporation described in subsection (2) of this section may
have fewer than three directors if the death, incapacity,
resignation, or removal of a director causes the corporation to have
fewer than three directors, provided that the entity, body, or person
with the power to elect or appoint directors makes reasonable and
prompt efforts to elect or appoint additional directors.

(5) The number of directors may be increased or decreased but to
no fewer than one from time to time by amendment to, or in the manner
provided in, the articles or bylaws.

(6) A decrease in the number of directors may not shorten an

incumbent director's term.

NEW SECTION. Sec. 2405. SELECTION OF DIRECTORS. (1) The members

of a membership corporation shall elect the directors, other than the

initial directors named in the articles, at the annual meetings of
members, unless the articles or bylaws provide some other time or
method of election, or provide that some other person or persons
shall appoint some or all of the directors, or designate some other
manner of appointment, for example, ex officio directors.

(2) The directors of a nonmembership corporation shall elect the
directors, other than the initial directors named in the articles, at
the annual meeting of directors, unless the articles or bylaws
provide some other time or method of election, or provide that some
other person or persons shall appoint some or all of the directors,
or designate some other manner of appointment, for example, ex

officio directors.

NEW SECTION. Sec. 2406. TERMS OF DIRECTORS, GENERALLY. (1) The

articles or bylaws may specify the terms of directors. If a term is
not specified in the articles or bylaws, then the term of a director
is one vyear. Each term of a director elected by the members or
directors, or by some other method provided in the articles or
bylaws, may not exceed five years except as provided in subsection
(2) of this section. Terms of directors appointed by some other
person or persons, or designated in some other manner, may be of any
length.

(2) For a corporation formed before the effective date of this
section, if the articles or bylaws current as of the effective date
of this section provided for terms of elected directors longer than

five years, then the terms for elected directors provided in those
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articles or bylaws may continue in effect until and unless the
articles or bylaws are amended to shorten those terms.

(3) The initial directors named in the articles hold office until
the first annual election of directors or for any other period
specified in the articles.

(4) A reduction in directors' terms of office does not shorten an
incumbent director's term.

(5) Except as provided in the articles or bylaws, the term of a
director elected to fill a vacancy expires at the end of the
unexpired term that the director is filling.

(6) Despite the expiration of a director's term, the director
continues to serve until the director's successor is elected,
appointed, or designated and until the director's successor takes

office, unless otherwise provided in the articles or bylaws.

NEW SECTION. Sec. 2407. STAGGERED TERMS FOR DIRECTORS. The

articles or bylaws may provide for staggering the terms of directors
by dividing the total number of directors into groups of one or more
directors. The terms of office and number of directors in each group

do not need to be uniform.

NEW SECTION. Sec. 2408. RESIGNATION OF DIRECTOR. (1) A director

may resign at any time by delivering an executed notice in the form
of a record to the president, the secretary of the corporation, or
another officer designated for that purpose 1in the articles or
bylaws. A director may also resign by giving oral notice to the board
at a meeting of the board.

(2) A resignation is effective when the notice 1is delivered
unless the notice specifies a later effective time.

(3) If the resignation of a director of a charitable corporation
results in the charitable corporation having no directors in office,
then the resigning director shall notify the attorney general that
the charitable corporation has no directors in office. Such notice
must be in the form of a record delivered to the attorney general
within ten calendar days after the effective date of the director's

resignation.

NEW SECTION. Sec. 2409. REMOVAL OF DIRECTORS. (1) Removal of

directors of a membership corporation is subject to the following

provisions:
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(a) The members may remove, with or without cause, one or more
directors who have been elected by the members, unless the articles
or bylaws provide that directors may be removed only for cause. The
articles or bylaws may specify what constitutes cause for removal.

(b) The board of a membership corporation may not remove a
director who has been elected by the members except as provided in
subsection (5) of this section or in the articles or bylaws.

(c) The directors may remove, with or without cause, one or more
directors who have been elected by the directors, unless the articles
or bylaws provide that directors may be removed only for cause. The
articles or bylaws may specify what constitutes cause for removal.

(d) Except as provided in the articles or bylaws, if a director
is elected by a voting group of members, or by a chapter or other
organizational wunit, or by a region or other geographic grouping,
then only the members of that voting group or chapter, unit, region,
or grouping may participate in the vote to remove the director.

(e) The notice of a meeting of members at which removal of a
director is to be considered shall state that the purpose, or one of
the purposes, of the meeting is removal of the director.

(2) The Dboard may remove a director of a nonmembership
corporation who was elected by the directors:

(a) With or without cause, unless the articles or bylaws provide
that directors may be removed only for cause. The articles or bylaws
may specify what constitutes cause for removal.

(b) A nonprofit corporation shall give notice of any meeting of
directors at which removal of a director is to be considered in
accordance with the articles or bylaws governing notice for special
meetings, but in no event less than forty-eight hours before the
meeting. Such notice shall state that the purpose, or one of the
purposes, of the meeting is removal of a director.

(c) As provided in subsection (5) of this section.

(3) A director who 1is designated by name 1in the articles or
bylaws may be removed by an amendment to the articles or bylaws
deleting or changing the designation.

(4) Except as provided in the articles or bylaws, a director who
is appointed by persons other than the members or the directors may
be removed with or without cause only by those persons.

(5) Notwithstanding anything else to the contrary in this section
or the articles or bylaws, the board of a membership corporation or

nonmembership corporation may remove a director:
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(a) Who has been appointed a guardian under RCW 11.130.185 or
11.130.265;

(b) Who has been appointed a conservator under RCW 11.130.360;

(c) Who 1is subject to a written certification by his or her
attending physician that in the physician's opinion the director is
substantially unable to manage his or her financial resources or
resist fraud or undue influence;

(d) Who has been convicted of a felony;

(e) Who has been found by a final order of any court of competent
jurisdiction to have breached a duty as a director under section 2402
of this act;

(f) Who has missed the number of board meetings specified in the
articles or bylaws, if the articles or bylaws at the beginning of the
director's current term provided that a director may be removed for
missing the specified number of board meetings; or

(g) Who does not satisfy any of the qualifications for directors
set forth 1in the articles or bylaws at the beginning of the
director's current term, if the decision that the director fails to
satisfy a qualification 1is made by the vote of a majority of the
directors who meet all of the required qualifications.

(6) Notwithstanding anything else to the contrary in this section
or the articles or bylaws, the board of a charitable corporation that
is a membership corporation or a nonmembership corporation may remove
a director 1if the director's continued service would cause the
charitable corporation to be prohibited from soliciting charitable
funds under RCW 19.09.100(13).

NEW SECTION. Sec. 2410. VACANCY ON BOARD OF DIRECTORS. (1)

Except as provided in subsection (2) of this section, the articles,

or the bylaws, if a wvacancy occurs on the board, including a wvacancy
resulting from an increase in the number of directors, then the
vacancy may be filled by a majority of the directors remaining in
office even if they constitute less than a quorum. For purposes of
section 2409 of this act, any director so elected is deemed to have
been elected by the members, voting group, or persons who would elect
that director at a regular election.

(2) Except as provided in the articles or bylaws, a vacancy in
the position of a director who is:

(a) Appointed by persons other than the members, may be filled

only by those persons; or
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(b) Designated by name in the articles or bylaws, may not be
filled by action of the board.

(3) A vacancy that will occur at a specific later time, by reason
of a resignation effective at a later time under section 2408 (2) of
this act, or otherwise, may be filled before the wvacancy occurs but
the new director may not take office until the vacancy occurs.

(4) If no directors remain in office, and there are no members
with the right to elect directors, then the attorney general has the
power to appoint one or more directors selected for their interest
and ability to carry out the purposes of the corporation, unless the
articles or Dbylaws provide a different method for electing,

appointing, or designating at least one director.

NEW SECTION. Sec. 2411. LIABILITY OF DIRECTORS. (1) A director

of a nonprofit corporation is not liable to the nonprofit corporation

for any action taken, or any failure to take any action, as a
director, except as provided in subsection (2) or (3) of this section
or in the articles or bylaws.

(2) Notwithstanding any provision to the contrary in the articles
or bylaws, a director is liable to the corporation for:

(a) The value of any benefit in cash, other property, or services
received by the director to which the director is not legally
entitled; or

(b) Intentional misconduct or a knowing violation of law,
including but not limited to criminal law or this chapter, by the
director.

(3) A director is 1liable to the corporation for a violation of
any additional standard of <conduct specified in the nonprofit
corporation's articles as an exception to the limitation on
director's liability.

(4) A director of a nonprofit corporation is not liable to any
member of the nonprofit corporation for any action taken, or any
failure to take action, as a director, except as provided in
subsection (5) of this section.

(5) A director is liable to a member of the corporation only for:

(a) A knowing infliction of harm upon the member; or

(b) An intentional violation of criminal law or this chapter that
results in harm or loss to the member.

(6) The party seeking to establish the director's 1liability to

the corporation or any member of the corporation:
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(a) For money damages, also has the burden of establishing that:

(1) Harm to the nonprofit corporation or its members has been
suffered; and

(ii) The harm suffered was proximately caused by the director's
challenged conduct; or

(b) For other money payment under a legal remedy, such as
compensation for the unauthorized use of corporate assets, also has
whatever burden of persuasion may be called for to establish that the
payment sought is appropriate in the circumstances; or

(c) For other money payment under an equitable remedy, such as
profit recovery by or disgorgement to the corporation, also has
whatever burden of persuasion may be called for to establish that the
equitable remedy sought is appropriate in the circumstances.

(7) Nothing contained in this section:

(a) In any 1instance where fairness 1is at issue, such as
consideration of the fairness of a transaction to the nonprofit
corporation under section 2703 (1) (c) of this act, alters the burden
of proving the fact or lack of fairness otherwise applicable;

(b) Alters the fact or lack of 1liability of a director to the
nonprofit corporation under another section of this chapter, such as
the provisions governing the consequences of an unlawful distribution
under section 2702 of this act, a conflicting interest transaction
under section 2703 of this act, or taking advantage of a business
opportunity under section 2704 of this act;

(c) Affects any rights to which the corporation or a director or
member may be entitled under another statute of this state or the
United States; or

(d) Affects the authority of the attorney general to take any
action against a director under this chapter or other applicable

Washington state law.

NEW SECTION. Sec. 2412. COMPENSATION OF DIRECTORS. Unless the

articles or Dbylaws provide otherwise, the Dboard may fix the

compensation of directors.

ARTICLE 5
MEETINGS AND ACTION OF THE BOARD

NEW SECTION. Sec. 2501. MEETINGS OF THE BOARD. (1) The board

may hold regular or special meetings in or out of this state.
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(2) Unless the articles or bylaws provide otherwise, the board
may permit any or all directors to participate in a regular or
special meeting by, or conduct the meeting through the use of, one or
more means of remote communication through which all of the directors
may simultaneously participate with each other during the meeting. A
director participating in a meeting by this means 1s considered
present 1in person at the meeting. For any meeting at which one or
more directors may participate by means of remote communication,
notice of the meeting must be delivered to each director by a means
which the director has authorized and provide complete instructions

for participating in the meeting by remote communication.

NEW SECTION. Sec. 2502. NOTICE OF BOARD MEETINGS. (1) Regular
meetings of the board may be held with or without notice as
prescribed in the articles or bylaws, unless notice is required by
section 2409(2) of this act or other provisions of this chapter.

(2) Unless the articles or bylaws provide for a longer or shorter
period, special meetings of the board must be preceded by at least
forty-eight hours' notice of the date, time, and place of the
meeting. The notice need not describe the purpose of the special
meeting, except as required by section 2409(2) of this act, other
provisions of this chapter, or the articles or bylaws.

(3) Unless the articles or bylaws ©provide otherwise, the
president, the secretary, or twenty percent of the directors then in
office may call and give, or cause to be given, notice of a meeting
of the board.

(4) Oral notice of meetings of the board may be given, unless

oral notice is not permitted by a corporation's articles or bylaws.

NEW SECTION. Sec. 2503. WAIVER OF NOTICE. (1) A director may

wailve any notice required by this chapter, the articles, or the

bylaws before or after the date and time stated in the notice. Except
as provided by subsection (2) of this section, the waiver must be in
the form of a record, executed by the director entitled to the
notice, and filed with the minutes or corporate records.

(2) A director's attendance at or participation in a meeting
walves any required notice to the director of the meeting, unless the
director at the beginning of the meeting or promptly upon arrival

objects to holding the meeting or transacting business at the meeting
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and does not thereafter vote for or assent to action taken at the

meeting.

NEW SECTION. Sec. 2504. BOARD QUORUM AND VOTING REQUIREMENTS.

(1) Except as provided in subsection (2) or (3) of this section, the

articles, or the bylaws, a quorum of the board consists of a majority
of the directors in office before a meeting begins.

(2) The articles or bylaws may authorize a quorum of the board to
consist of no fewer than one-third of the number of directors in
office.

(3) A quorum shall not be present at any time during a meeting
unless a majority of the directors present are at least 18 years of
age.

(4) If a gquorum 1is present when a vote 1s taken, then the
affirmative vote of a majority of directors present is the act of the
board unless a greater vote 1is required by the articles or bylaws or
this chapter.

(5) No proxy for a director, however appointed, may:

(a) Participate 1in any vote of the board or of any Dboard
committee;

(b) Be counted for the purpose of determining whether a quorum is
present at a meeting; or

(c) Execute any written consent on behalf of the director.

(6) A director who 1is present at a meeting of the board when
corporate action 1is taken 1s considered to have assented to the
action taken unless:

(a) The director objects at the beginning of the meeting or
promptly upon arrival to holding it or transacting business at the
meeting;

(b) The director dissents or abstains from the action; or

(c) The director delivers notice in the form of a record of the
director's dissent or abstention to the president or secretary of the
corporation or another officer of the corporation designated in the
bylaws before or during the meeting or before the approval of the
minutes of the meeting.

(7) The right of dissent or abstention is not available to a

director who votes in favor of the action taken.

NEW SECTION. Sec. 2505. ACTION WITHOUT MEETING BY UNANIMOUS
WRITTEN CONSENT. (1) Unless the articles or bylaws prohibit action
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without a meeting, action required or permitted by this chapter to be
taken by the board may be taken without a meeting if each director
entitled to vote with respect to the subject matter thereof executes
a consent in the form of a record describing the action to be taken
and delivers it to the nonprofit corporation.

(2) For purposes of this section only, "each director entitled to
vote" does not 1include an "interested director" who abstains in
writing from providing consent, where:

(a) The board has determined that:

(i) The corporation is entering into the transaction for its own
benefit; and

(ii) The transaction 1is fair and reasonable to the corporation
when it enters into the transaction or the noninterested directors
determine in good faith after reasonable investigation that the
corporation cannot obtain a more advantageous arrangement with
reasonable effort under the circumstances, at or before execution of
the written consent;

(b) That determination of the board is included in the written
consent executed by the noninterested directors or in other records
of the corporation; and

(c) All of the noninterested directors approve the action.

(3) Action taken under this section is the act of the board when
one or more consents executed by all the directors entitled to vote
are delivered to the nonprofit corporation. In no event may the
period between the date of the first signature by a director on such
a consent and the date on which all directors have executed the
consent be more than sixty days. The consent may specify the time at
which the action taken in the <consent 1s to be effective. A
director's consent may be withdrawn by a revocation in the form of a
record executed by the director and delivered to the president,
secretary, or other officer of the corporation specified by the board
for that purpose before delivery to the corporation of unrevoked
consents executed by all the directors.

(4) A written consent executed under this section has the effect
of action taken at a meeting of the board and may be described as

such in any document.

NEW SECTION. Sec. 2506. BOARD AND ADVISORY COMMITTEES. (1)

Unless this chapter, the articles, or the bylaws provide otherwise, a

board may create one or more committees of the board that consist of
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two or more directors. A committee of the board shall not include as
voting members persons who are not directors, except:

(a) As provided in Title 48 RCW or the regulations promulgated
thereunder;

(b) If the only powers delegated to the committee are those
necessary for the committee to serve in any fiduciary capacity with
respect to one or more employee benefit plans established under the
federal employee retirement income security act of 1974, or any
successor statute; or

(c) Unless without the inclusion of persons who are not directors
it is impossible or impracticable for the corporation to comply with
applicable law other than this chapter.

(2) Unless this chapter otherwise provides, the creation of a
committee of the board and appointment of directors to it shall be
approved by the greater of:

(a) A majority of all the directors in office when the action is
taken; or

(b) The number of directors required by the articles or bylaws to
take action under section 2504 of this act.

(3) Sections 2501 through 2505 of this act apply to both
committees of the board and their members to the greatest practicable
extent.

(4) To the extent specified by the board or in the articles or
bylaws, each committee of the board may exercise the powers of the
board granted through section 2401(2) of this act, except as limited
by subsection (5) of this section.

(5) A committee of the board may not:

(a) Authorize distributions;

(b) Adopt, amend, alter, or repeal bylaws;

(c) In the case of a membership corporation, approve or propose
to members action that must be approved by members under the articles
or bylaws;

(d) Elect, appoint or remove any member of any committee of the
board or any director or officer of the corporation;

(e) Amend the articles;

(f) Adopt a plan of merger with another corporation;

(g) Adopt a plan of domestication, for-profit conversion, or

entity conversion;
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(h) Authorize the sale, lease, or exchange of all or
substantially all of the property and assets of the corporation not
in the ordinary course of business;

(i) Authorize the wvoluntary dissolution of the corporation or
revoke proceedings therefor;

(j) Adopt a plan for the distribution of the assets of the
corporation; or

(k) Amend, alter, or repeal any resolution of the board, unless
the resolution provides by its terms that it may be amended, altered,
or repealed by a committee.

(6) The creation of, delegation of authority to, or action by a
committee of the board does not alone constitute compliance by a
director with the standards of conduct described in section 2402 of
this act.

(7) A nonprofit corporation may create or authorize the creation
of one or more advisory committees whose members need not be
directors or meet the qualification requirements for directors. The
board shall not delegate any of its authority to an advisory
committee. An advisory committee:

(a) Is not a committee of the board; and

(b) May not exercise any of the powers of the board.

NEW SECTION. Sec. 2507. PROCEDURE FOR REMOTE MEETINGS. Unless

otherwise provided in the articles or bylaws, meetings of the board

or any committee held Dby remote communication must follow the
provisions of sections 2501 through 2506 of this act to the greatest

practicable extent.

ARTICLE 6
OFFICERS

NEW SECTION. Sec. 2601. OFFICERS—DUTIES. (1) The officers of a

nonprofit corporation <consist of a president, secretary, and
treasurer, and other officers as may be authorized by the articles,
the bylaws, or the board.

(2) Unless the articles or bylaws provide otherwise, the board
shall elect or appoint all officers annually, and officers shall
serve until their respective successors have been elected or

appointed or until their earlier removal or resignation.
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(3) The same individual may simultaneously hold more than one
office in a nonprofit corporation, except that the same individual
may not hold the offices of president and secretary.

(4) Each officer has the authority and shall perform the duties
set forth in the articles or bylaws or, to the extent consistent with
the articles and bylaws, the duties prescribed by the board or by
direction of an officer authorized by the board to prescribe the

duties of other officers.

NEW SECTION. Sec. 2602. STANDARDS OF CONDUCT FOR OFFICERS. (1)

An officer with discretionary authority shall discharge his or her

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) The duty of an officer includes the obligation to convey to
his or her superior officer, the board, a board committee, or another
appropriate person within the nonprofit corporation:

(a) Information about the affairs of the nonprofit corporation
within the scope of the officer's functions, and known to the officer
to be material to the superior officer, board, or committee thereof;
and

(b) Information regarding any actual or probable material
violation of law involving the corporation or material breach of duty
to the corporation by an officer, director, employee, agent, or
vendor of the corporation, that the officer believes has occurred or
is likely to occur.

(3) In discharging his or her duties, an officer who does not
have knowledge that makes reliance unwarranted may rely on
information, opinions, reports, or statements, including financial
statements and other financial data, 1f prepared or presented by:

(a) One or more officers or employees of the nonprofit
corporation whom the officer reasonably believes to be reliable and
competent in the functions performed or the information, opinions,
reports, or statements provided;

(b) Legal counsel, public accountants, or other persons retained
by the corporation as to matters involving skills or expertise the

officer reasonably believes are matters:
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(1) Within the ©particular ©person's ©professional or expert
competence; or

(ii) As to which the particular person merits confidence.

(4) An officer is not a trustee with respect to the nonprofit
corporation or with respect to any property held or administered by
the corporation, including ©property that may Dbe subject to

restrictions imposed by the donor or transferor of the property.

NEW SECTION. Sec. 2603. RESIGNATION AND REMOVAL OF OFFICERS.

(1) An officer may resign at any time by delivering notice to the
nonprofit corporation. A resignation is effective when the notice 1is
delivered unless the notice specifies a later effective time. If a
resignation is made effective at a later time and the board or the
appointing officer accepts the future effective time, then the board
or the appointing officer may designate a successor before the
effective time if the board or the appointing officer provides that
the successor does not take office until the effective time.

(2) Except as provided in the articles or bylaws, an officer may
be removed at any time with or without cause by:

(a) The board;

(b) The officer who appointed the officer being removed, unless
the board provides otherwise; or

(c) Any other officer authorized by the articles, the bylaws, or
the board to remove the officer being removed.

(3) In this section, "appointing officer" means the officer,
including any successor to that officer who appointed the officer

resigning or being removed.

NEW SECTION. Sec. 2604. CONTRACT RIGHTS OF OFFICERS. (1) The

appointment or election of an officer does not itself create contract

rights.

(2) An officer's removal does not affect the officer's contract
rights, if any, with the nonprofit corporation. An officer's
resignation does not affect the corporation's contract rights, if

any, with the officer.

ARTICLE 7
PROVISIONS COMMON TO DIRECTORS AND OFFICERS
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NEW SECTION. Sec. 2701. LOANS OR GUARANTEES. (1) A nonprofit

corporation may not lend money to, advance credit to, or guarantee
the obligation of a director or officer of the corporation.

(2) Subsection (1) of this section does not apply to:

(a) An advance to pay reimbursable expenses reasonably expected
to be incurred within a time period that is reasonable under the
circumstances by a director or officer;

(b) Advances pursuant to section 2706 of this act;

(c) Loans or advances pursuant to employee benefit plans; or

(d) A loan to pay reasonable relocation expenses of an officer.

(3) The fact that a loan or guarantee 1is made in violation of
this section does not affect the borrower's liability on the loan.

(4) The directors who vote for or assent to any loan, advance, or
guarantee in violation of subsection (1) of this section, and any
officer materially participating in the making of such a loan,
advance, or guarantee, are personally liable on a joint and several
basis to the nonprofit corporation on the 1loan, advance, or
guarantee. Liability under this subsection terminates wupon the
repayment of any funds advanced by the nonprofit corporation in
violation of subsection (1) of this section or, i1f no funds have been
advanced under a guarantee, upon the termination of the guarantee.

(5) A director or officer held liable under subsection (4) of
this section for any unlawful loan or guarantee 1s entitled to
contribution from every other director or officer who could be held
liable under subsection (4) of this section for the unlawful loan or
guarantee.

(6) A proceeding to enforce contribution or recoupment under
subsection (5) of this section 1is barred unless it 1is commenced
within one year after the liability of the claimant has been finally

adjudicated under subsection (4) of this section.

NEW SECTION. Sec. 2702. LIABILITY FOR UNLAWFUL DISTRIBUTIONS.

(1) A director or officer 1is personally 1liable to the nonprofit
corporation for the amount of any distribution that exceeds the
amount the corporation could have distributed without violating
section 1406 of this act if:

(a) The nature or amount of the distribution was material to the
interests of the corporation for any reason under all of the facts

and circumstances including, but not limited to, federal excise tax
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liability or federal tax penalties imposed on the corporation as a
result of the distribution;

(b) The director or officer wvoted for or assented to that
distribution as a director, or participated beyond the 1level of a
ministerial function in making that distribution as an officer; and

(c) The party asserting liability establishes that, when taking
the action, the director or officer violated the standard of conduct
set forth in subsection (2) of this section.

(2) A director or officer may be held liable under this section:

(a) For a distribution by a charitable corporation, or a
distribution of assets held for charitable purposes, if the director
did not comply with section 2402 of this act or the officer did not
comply with section 2602 of this act; or

(b) If the conduct of the director or officer with respect to the
distribution constitutes gross negligence.

(3) A director or officer held liable under this section for an
unlawful distribution is entitled to:

(a) Contribution from every other director or officer who could
be held liable under this section for the unlawful distribution; and

(b) Recoupment from each person of the pro rata portion of the
amount of the unlawful distribution the person received:

(1) Whether or not the person knew the distribution was made in
violation of this chapter, for a distribution by a charitable
corporation or of property held for charitable purposes; or

(ii) Knowing the distribution was made in violation of this
chapter, for a distribution of property not held for charitable
purposes.

(4) A proceeding to enforce:

(a) The liability of a director or officer under this section is
barred, unless it is commenced within three years after the date on
which the distribution was made; or

(b) Contribution or recoupment under subsection (3) of this
section is barred, unless it is commenced within one year after the

liability of the claimant under this section has been finally

adjudicated.
NEW SECTION. Sec. 2703. CONFLICTING INTEREST TRANSACTIONS—
VOIDABILITY. (1) A contract or transaction between a nonprofit

corporation and one or more of its members, directors, or officers;

or between a nonprofit corporation and any other entity in which one
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or more of its directors or officers are directors or officers, hold
a similar position, or have a financial interest 1s not wvoid or
voidable solely for that reason, or solely because the member,
director, or officer 1is present at or participates in the meeting of
the board that authorizes the contract or transaction or solely
because his or her or their votes are counted for that purpose, if:

(a) The material facts as to the relationship or interest and as
to the contract or transaction are disclosed or are known to the
board and the Dboard in good faith authorizes the contract or
transaction by the affirmative wvote of a majority of the
disinterested directors even though the disinterested directors are
less than a quorum;

(b) The material facts as to the relationship or interest of the
member, director, or officer and as to the contract or transaction
are disclosed or are known to the members entitled to vote thereon,
if any, and the contract or transaction is specifically approved in
good faith by vote of those members; or

(c) The contract or transaction is fair as to the corporation as
of the time the board or the members authorize, approve, or ratify
the transaction.

(2) Interested directors or directors holding a similar position
in the other entity involved in a contract or transaction specified
in subsection (1) of this section may be counted in determining the
presence of a quorum at a meeting of the board that authorizes the
contract or transaction.

(3) This section is applicable except as provided in the articles

or bylaws.

NEW SECTION. Sec. 2704. BUSINESS OPPORTUNITIES. (1) The taking

advantage, directly or indirectly, by a director or officer of a

business opportunity may not be the subject of equitable relief, or
give rise to an award of damages or other sanctions against the
director or officer, in a proceeding by or in the right of the
nonprofit corporation on the ground that the opportunity should have
first been offered to the corporation, 1f before becoming legally
obligated or entitled respecting the opportunity the director or
officer brings it to the attention of the corporation and action by
the members or the directors disclaiming the corporation's interest

in the opportunity is taken 1in compliance with the procedures set
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forth in section 2703 of this act, as if the decision being made
concerned a conflicting interest transaction.

(2) In any proceeding seeking equitable relief or other remedies,
based wupon an alleged improper taking advantage of a Dbusiness
opportunity by a director or officer, the fact that the director or
officer did not employ the procedure described in subsection (1) of
this section before taking advantage of the opportunity does not
support an inference that the opportunity should have been first
presented to the nonprofit corporation or alter the burden of proof
otherwise applicable to establish that the director or officer

breached a duty to the corporation in the circumstances.

NEW SECTION. Sec. 2705. REMOVAL BY JUDICIAL PROCEEDING. (1) The

court may remove a director or officer from office in a proceeding
commenced by or in the right of the corporation if the court finds
that:

(a) The director or officer engaged in fraudulent conduct with
respect to the corporation or its members, knowingly inflicted harm
on the corporation, or engaged in acts or omissions constituting
gross negligence with respect to the director's or officer's duties;
and

(b) Considering the course of conduct of the director or officer
and the inadequacy of other available remedies, removal would be in
the best interest of the corporation.

(2) An action under this section may be commenced by a member,
individual director, or delegate. The attorney general may also
commence an action under this section 1if the corporation holds
property for charitable purposes.

(3) The court, in addition to removing the director or officer,
may bar the director or officer from being reelected, redesignated,
or reappointed as a director, an officer, or both for a period
prescribed by the court.

(4) Nothing in this section limits the equitable powers of the
court to order other relief.

(5) If a proceeding is commenced under this section to remove a
director or officer of a charitable corporation, then the plaintiff
shall give the attorney general notice in the form of a record of the

commencement of the proceeding.
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NEW SECTION. Sec. 2706. INDEMNIFICATION AND ADVANCE FOR
EXPENSES. The provisions of RCW 23B.08.500 through 23B.08.603, or

their successors, apply to any corporation to which this chapter

applies. For purposes of this chapter:

(1) All references in those provisions to shares of a corporation
are deemed to refer to membership interests in the nonprofit
corporation.

(2) All references in those provisions to shareholders are deemed
to refer to members of the nonprofit corporation.

(3) All references in those provisions to a shareholders meeting
are deemed to refer to a meeting of the members of the nonprofit
corporation.

(4) All references in those provisions to transactions from which
directors or officers will personally receive a benefit to which they
are not entitled are deemed to include transactions approved or
implemented by a director or officer knowing them to be in violation
of section 1406 of this act.

(5) This section does not limit a nonprofit corporation's power
to indemnify, advance expenses to, or provide or maintain insurance

on behalf of an employee, agent, or volunteer.

NEW SECTION. Sec. 2707. DIRECTORS AND OFFICERS UNDER 18 YEARS

OF AGE. No director or officer of a corporation who is under 18 years

of age shall have authority to execute any document on behalf of the
corporation, or otherwise to bind the corporation with respect to any
other party, without the written concurrence of one or more other
directors or officers of the corporation who are at least 18 years of
age and would, between them, have independent authority to execute

the same document or to bind the corporation in the same way.

PART III
FUNDAMENTAL TRANSACTIONS
ARTICILE 1
AMENDMENT OF ARTICLES OR BYLAWS

NEW SECTION. Sec. 3101. AUTHORITY TO AMEND. (1) A nonprofit

corporation may amend its articles of incorporation, from time to

time, so long as its articles as amended contain only provisions that

are lawful under this chapter.
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(2) Amendments to the articles of a charitable corporation to
include one or more purposes of the corporation substantially
different from the corporation's purposes before the amendment are
subject to the reporting requirement set out in section 1205 of this

act.

NEW SECTION. Sec. 3102. AMENDMENT OF ARTICLES BY NONMEMBERSHIP
CORPORATION. (1) Except as provided in the articles, the board of a

nonmembership corporation may adopt amendments to the corporation's
articles by the vote of a majority of the directors in office.

(2) Except as provided in subsection (3) of this section, an
amendment adopted by the board under this subsection must also be
approved, if the amendment changes or deletes a provision regarding
the appointment of a director by persons other than the board, by
those persons as if they constituted a voting group.

(3) Unless the articles provide otherwise, the Dboard of a
nonmembership corporation may adopt amendments to the corporation's
articles without approval of any of the other persons identified in
subsection (2) of this section to:

(a) Extend the duration of the corporation if it was incorporated
at a time when limited duration was required by law;

(b) Delete the names and addresses of the initial directors;

(c) Notwithstanding section 1303(1) of this act, delete the name
of each incorporator and the name and address of the initial
registered agent or registered office, if a statement of change is on
file with the secretary of state; and

(d) Restate without change all of the then operative provisions

of the articles.

NEW SECTION. Sec. 3103. AMENDMENT BEFORE ADMISSION OF MEMBERS.

If a membership corporation has not yet admitted members, then its

board may adopt one or more amendments to the articles.

NEW SECTION. Sec. 3104. AMENDMENT AFTER ADMISSION OF MEMBERS.

(1) An amendment to the articles of a membership corporation must be

adopted in the following manner:
(a) Except as provided in (e) of this subsection, a proposed

amendment must be adopted by the board.
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(b) Except as provided in sections 3107 and 3108 of this act, a
proposed amendment must be submitted to the members entitled to vote
on the amendment, if any, for their approval.

(c) The board shall deliver to all members a recommendation that
the members approve an amendment, unless the board makes a
determination that because of conflicts of interest or other special
circumstances it should not make such a recommendation, in which case
the Dboard shall deliver to the members the basis for that
determination.

(d) The board may condition its submission of an amendment to the
members on any basis. Such a condition is in addition to any approval
requirements set forth in the corporation's articles or bylaws or in
this chapter.

(e) If the articles or bylaws so permit, an amendment may be
proposed by ten percent or more of the members entitled to vote on
the amendment, or by a greater number of members if the articles or
bylaws so specify. (a), (c), and (d) of this subsection do not apply
to an amendment proposed by the members under this subsection.

(f) If an amendment is required to be approved by the members,
including under (e) of this subsection, and the approval 1is to be
given at a meeting, then the corporation shall give notice to each
member, whether or not entitled to vote on the amendment, of the
meeting of members at which the amendment 1is to be submitted for
approval. The notice shall state that the purpose, or one of the
purposes, of the meeting 1is to consider the amendment and must
contain or be accompanied by a copy or summary of the amendment. If a
summary 1is provided in lieu of a copy of the amendment, then a copy
must be available to members upon request and the notice shall state
that fact.

(g) At a meeting described in (f) of this subsection, those
members entitled to vote on the amendment may:

(1) Approve or reject the amendment exactly as provided or
summarized in the notice of the meeting; or

(ii) Approve revisions to the amendment at the meeting, if the
subject matter of the revisions is within the scope of the subject
matter of the amendment as provided or summarized in the notice of
the meeting.

(h) The board shall determine whether the subject matter of any
revisions approved by members remains within the scope of the subject

matter of the amendment as provided or summarized in the notice of
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the meeting. If the board determines that the revisions approved by
the members are not within that scope, then the amendment is deemed
rejected by the membership. If the board determines that the
revisions by members are within scope, then the board may:

(1) Accept the amendment incorporating the revisions approved by
the members; or

(ii) Propose a further revised amendment to the members for
approval.

This process may continue until an amendment acceptable to the
board has been approved by the members. If successive votes take
place at the same meeting of members, then no further notices or
meetings are required.

(i) Unless the articles or bylaws, or the board acting pursuant
to (d) of this subsection, requires a greater vote or a greater
number of votes to be present, the approval of an amendment by the
members entitled to wvote thereon requires the approval of those
members at a meeting at which a quorum is present, and, if any class
of members is entitled to vote as a separate group on the amendment,
the approval of each separate voting group entitled to vote at a
meeting at which a quorum of the voting group is present.

(jJ) Except as provided in subsection (2) of this section, an
amendment adopted by the board under this subsection must also be
approved, if the amendment changes or deletes a provision regarding
the appointment of a director by persons other than the board, by
those persons as if they constituted a voting group.

(k) If a membership corporation has no members entitled to vote
on the amendment, then the corporation shall deliver notice of the
approval of the amendment by the board to all members of the
corporation at least five days before filing articles of amendment or
restated articles of incorporation with the secretary of state.

(2) Unless the articles provide otherwise, the Dboard of a
membership corporation may adopt amendments to the corporation's
articles without approval of the members to:

(a) Delete the names and addresses of the initial directors;

(b) Notwithstanding section 1303(2) of this act, delete the name
of each incorporator and the name and address of the initial
registered agent or registered office, if a statement of change is on
file with the secretary of state; or

(c) Restate without change all of the then operative provisions

of the articles.
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NEW SECTION. Sec. 3105. VOTING ON AMENDMENTS BY VOTING GROUPS.

(1) If a nonprofit corporation has more than one class of members

entitled to vote on an amendment to the articles, then the articles
or bylaws may provide that the members of each class entitled to vote
on the amendment are entitled to vote as a separate voting group if
the amendment would change the rights, powers, preferences, or
limitations of the class.

(2) If a class of members will be divided into two or more
classes by an amendment to the articles, then the amendment must be
approved by a majority of the members of each class that will be

created.

NEW SECTION. Sec. 3106. ARTICLES OF AMENDMENT. After an
amendment to the articles has been adopted and approved in the manner
required by sections 3101 through 3114 of this act and by the

articles, the nonprofit corporation shall deliver to the secretary of
state for filing articles of amendment, which must be executed by an

officer or other authorized representative and set forth:

(1) The name of the corporation;

(2) The text of the amendment adopted;

(3) The date of the amendment's adoption; and

(4) If the amendment:

(a) Was adopted by the board without member approval, a statement

that the amendment was adopted by the board of directors, and that
member approval was not required; or

(b) Required approval by the members, a statement that the
amendment was approved by the members in the manner required by this

chapter and by the articles and bylaws.

NEW SECTION. Sec. 3107. RESTATED ARTICLES OF INCORPORATION. (1)

The board of a nonprofit corporation may restate its articles of

incorporation at any time, without approval by the members or any
other person, to consolidate all amendments into a single document
without substantive change.

(2) A restatement of the articles may include one or more
amendments to the articles. If restated articles of incorporation of
a nonmembership corporation include one or more new amendments, then
these amendments must have been adopted and approved as provided in
section 3102 of this act. If restated articles of incorporation of a

membership corporation include one or more new amendments that
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require member approval, then the amendments must have been adopted
and approved as provided in section 3103 or 3104 of this act, as
appropriate.

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

(a) If the restatement does not include any amendments to the
articles, a statement of that fact;

(b) If the restatement contains one or more amendments to the
articles, the information required by section 3106 (1) through (4) of
this act.

(4) The articles of restatement and the certificate must be
executed by an officer or other authorized representative.

(5) Duly adopted restated articles of incorporation supersede the
original articles and all amendments thereto.

(6) The secretary of state shall certify restated articles of

incorporation as the articles currently in effect.

NEW SECTTION. Sec. 3108. AMENDMENT OF ARTICLES PURSUANT TO
REORGANIZATION. (1) A nonprofit corporation's articles of

incorporation may be amended without action by the board or the
members to carry out a plan of reorganization ordered or decreed by
any court of competent jurisdiction in a proceeding relating to the
corporation.

(2) An individual 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 Jjurisdiction of the
proceeding.

(3) 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 1limited purposes unrelated to

consummation of the reorganization plan.
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NEW SECTION. Sec. 3109. EFFECTIVE DATE. Unless a delayed

effective date 1s specified, articles of amendment or restated
articles of incorporation become effective on the date the articles
of amendment or restated articles of incorporation are filed by the

secretary of state.

NEW SECTION. Sec. 3110. EFFECT OF ARTICLES OF AMENDMENT. (1)

Except as provided in subsection (2) of this section, an amendment to
the articles does not affect a cause of action existing against or in
favor of the nonprofit corporation, a proceeding to which the
corporation is a party, or the existing rights of persons other than
members of the corporation or persons referred to in the articles. An
amendment changing a corporation's name does not abate a proceeding
brought by or against the corporation in its former name.

(2) No amendment to the articles shall modify any restriction
imposed through any means upon property held for charitable purposes
unless, before the delivery of the amendment to the secretary of
state for filing, the restriction is modified:

(a) In the case of a restriction imposed pursuant to a trust
instrument governed by chapter 11.110 RCW in which the nonprofit
corporation 1s a trustee or a beneficiary, through an appropriate
order of the court or the agreement of all interested parties,
including the attorney general, under chapter 11.96A RCW; or

(b) In the case of any other restriction, pursuant to section
1503 of this act.

(3) A person who is a member or otherwise affiliated with a
charitable corporation may not receive a direct or indirect financial
benefit in connection with an amendment of the articles unless the
person is itself a charitable corporation, the federal government, a
state, a governmental subdivision, or an unincorporated entity that
has charitable purposes. This subsection does not apply to the

receipt of reasonable compensation for services rendered.

NEW SECTION. Sec. 3111. POWER TO AMEND BYLAWS. The power to

alter, amend, or repeal the bylaws or adopt new bylaws is vested in
the board unless otherwise provided in the articles, the bylaws, or

this chapter.

NEW SECTION. Sec. 3112. BYLAW AMENDMENTS REQUIRING MEMBER
APPROVAL. (1) Except as provided in the articles or bylaws, the board
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of a membership corporation that has one or more members may not,
without approval of the class or classes of members affected, adopt
or amend a provision of the bylaws:

(a) That would eliminate any existing right, power, or privilege
of membership contained in the bylaws;

(b) Under section 2107 of this act, providing that some of the
members have different rights or obligations than other members with
respect to voting, dissolution, transfer of memberships or other
matters;

(c) Under section 2110 of this act, levying dues, assessments, or
fees on some or all of the members;

(d) Under section 2113 of this act, relating to the termination
or suspension of members; or

(e) Under section 2114 of this act, authorizing the purchase of
memberships.

(2) The board of a membership corporation that has members may
not amend the articles or bylaws without approval of every class or
classes of members affected to vary the application of subsection (1)
of this section to the corporation.

(3) If a nonprofit corporation has more than one class of
members, then the members of a class are entitled to vote as a
separate voting group on an amendment to the bylaws that:

(a) Is described in subsection (1) of this section, if the
amendment would affect the members of that class differently than the
members of another class; or

(b) Has any of the effects described in section 3104(1) (j) of
this act.

(4) If a class of members will be divided into two or more
classes by an amendment to the bylaws, then the amendment must Dbe
approved by a majority of the members of each class that will be

created.

NEW SECTION. Sec. 3113. EFFECT OF BYLAW AMENDMENT. (1) No

amendment to the bylaws shall modify any restriction imposed through

any means upon property held for charitable purposes unless, before
or simultaneously with the adoption of the bylaws amendment, the
restriction is modified:

(a) In the case of a restriction imposed pursuant to a trust
instrument governed by chapter 11.110 RCW in which the nonprofit

corporation 1s a trustee or a beneficiary, through an appropriate
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order of the court or the agreement of all interested parties,
including the attorney general, under chapter 11.96A RCW; or

(b) In the case of any other restriction, pursuant to section
1503 of this act.

(2) A person who is a member or otherwise affiliated with a
charitable corporation may not receive a direct or indirect financial
benefit in connection with an amendment of the Dbylaws unless the
person is itself a charitable corporation, the federal government, a
state, a governmental subdivision, or an unincorporated entity that
has charitable purposes. This subsection does not apply to the

receipt of reasonable compensation for services rendered.

NEW SECTION. Sec. 3114. APPROVAL OF AMENDMENTS BY THIRD

PARTIES. (1) The articles of incorporation may require that an

amendment to the articles be approved in the form of a record by a
specified person or group of persons 1in addition to the board or
members.

(2) The articles or bylaws may require that an amendment to the
bylaws be approved in the form of a record by a specified person or
group of persons in addition to the board or members.

(3) A requirement 1in the articles or Dbylaws described in
subsection (1) or (2) of this section may only be amended with the

approval in the form of a record of the specified person or group of

persons.
ARTICLE 2
MERGER
NEW SECTION. Sec. 3201. DEFINITIONS. The definitions in this

section apply throughout this section and sections 3202 through 3209
of this act unless the context clearly requires otherwise.

(1) "Eligible interests" means interests or shares.

(2) "Interests" means either or both of the following rights
under the organic law of an unincorporated entity:

(a) The right to receive distributions from the entity either in
the ordinary course or upon ligquidation; or

(b) The right to receive notice or vote on issues involving its
internal affairs, other than as an agent, assignee, proxy, oOr person

responsible for managing its business, activities, or affairs.
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(3) "Merger" means a transaction pursuant to section 3205 of this
act.

(4) "Party to a merger" means any domestic or foreign nonprofit
corporation or eligible entity that will merge under a plan of
merger.

(5) "Shares" means the units into which the proprietary interests
in a domestic or foreign for-profit corporation are divided.

(6) "Survivor" 1in a merger means the corporation or eligible
entity into which one or more other corporations or eligible entities
are merged. A survivor of a merger may preexist the merger or be

created by the merger.

NEW SECTION. Sec. 3202. PROPERTY HELD FOR CHARITABLE PURPOSES.

(1) In a merger under sections 3201 through 3209 of this act,
property held for charitable purposes by a nonprofit corporation may
not be diverted from charitable purposes.

(2) The survivor of any merger under sections 3201 through 3209
of this act remains bound by any restriction imposed through any
means upon property held for charitable purposes by any party to the
merger including, but not limited to, any restriction that affects
existing rights of persons other than members, shareholders, or
interest holders of the other party, wunless the restriction is
modified:

(a) In the case of a restriction imposed pursuant to a trust
instrument governed by chapter 11.110 RCW in which the nonprofit
corporation 1s a trustee or a beneficiary, through an appropriate
order of the court or the agreement of all interested parties,
including the attorney general, under chapter 11.96A RCW; or

(b) In the case of any other restriction, pursuant to section
1503 of this act.

(3) Property held by a nonprofit corporation for charitable
purposes upon condition requiring return, transfer, or conveyance,
which condition occurs by reason of the merger, must be returned,
transferred, or conveyed in accordance with that condition.

(4) A corporation that is not a charitable corporation but holds
property for charitable purposes shall deliver to the attorney
general notice of its intent to consummate a merger, unless the
survivor of the merger is a charitable corporation. The notice must
be delivered to the attorney general in the form of a record at least

twenty days before the meeting at which the proposed transaction is
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to be approved. Such a merger may not be implemented without the
approval of the attorney general, or the approval of the court in a
proceeding to which the attorney general is made a party. In the
event that the attorney general does not deliver a notice of
objection in the form of a record to the corporation within twenty
days after the delivery to the attorney general of notice of the
transaction, approval of the transaction 1is deemed to have been
given.

(5) The notice described in subsection (4) of this section shall
include:

(a) A statement specifying how the merger will comply with
subsections (1) through (3) of this section; and

(b) A brief description of:

(1) Real ©property held by the corporation for charitable
purposes, and its nature and location;

(ii) Cash, bank deposits, brokerage accounts, or other financial
assets held by the corporation for charitable purposes, and their
approximate total fair market wvalue;

(iidi) Other ©personal property held Dby the corporation for
charitable purposes, and its nature and approximate total fair market
value; and

(iv) All gift restrictions applicable to any property described
in (b) (i) through (iii) of this subsection, and the nature of those

restrictions.

NEW SECTION. Sec. 3203. PROHIBITION OF FINANCIAL BENEFIT. A

person who 1is a member, director, officer, interest holder, or
otherwise affiliated with a charitable corporation or any other
eligible entity with a charitable purpose may not receive a direct or
indirect financial benefit in connection with a transaction under
this chapter to which the charitable corporation or unincorporated
entity 1s a party unless the person 1s itself a charitable
corporation, the federal government, a tribal government, a state or
local government, a governmental subdivision, or an eligible entity
that 1is organized exclusively for charitable purposes. This section
does not apply to the receipt of reasonable compensation for services

rendered.

NEW SECTION. Sec. 3204. LIMITATIONS ON CHARITABLE CORPORATIONS.

(1) A charitable corporation may merge only with:
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(a) Another charitable corporation;

(b) A foreign corporation that, if it were a domestic
corporation, would qualify wunder this chapter as a charitable
corporation; or

(c) A foreign or domestic for-profit or nonprofit corporation, or
unincorporated entity, only 1if the charitable corporation i1is the
surviving corporation and continues to qualify as a charitable
corporation after the merger.

(2) No member of a charitable corporation may receive or keep
anything as a result of a merger other than a membership in the
surviving charitable corporation, unless:

(a) The attorney general, or the court in a proceeding in which
the attorney general has been given notice, has provided prior
written consent; or

(b) The member is a charitable corporation, another entity that
is organized and operated exclusively for one or more charitable
purposes, the federal government, or a tribal, state, or 1local

government.

NEW SECTION. Sec. 3205. MERGER. (1) Subject to the

restrictions in sections 3202 through 3204 of this act, one or more

domestic nonprofit corporations may merge with one or more domestic
or foreign nonprofit corporations or eligible entities pursuant to a
plan of merger or two or more foreign nonprofit corporations or
domestic or foreign eligible entities may merge into a new domestic
nonprofit corporation to be created in the merger in the manner
provided in sections 3201 through 3209 of this act.

(2) A foreign nonprofit corporation, or a foreign eligible
entity, may be a party to a merger with a domestic nonprofit
corporation, or may be created by the terms of the plan of merger,
only if the merger is permitted by the organic law of the corporation
or eligible entity.

(3) If the law of this state, other than this chapter, permits
the merger of a domestic eligible entity with a nonprofit corporation
but does not provide procedures for the approval of such a merger,
then a plan of merger may be adopted and approved, and the merger may
be effectuated, 1in accordance with the procedures in sections 3201
through 3209 of this act. For the purposes of applying sections 3201

through 3209 of this act, as the context may require:
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(a) The eligible entity is treated as a domestic nonprofit
corporation, its interest holders are treated as members, eligible
interests are treated as memberships, and organic records are treated
as articles and bylaws; and

(b) If there 1is no board of directors and the business and
affairs of the eligible entity are managed by a team or body of
persons that is not identical to the interest holders, that team or
body is deemed to be the board of directors.

(4) The plan of merger must be in the form of a record and
include:

(a) The name of each domestic or foreign nonprofit corporation or
eligible entity that will merge and the name of the domestic or
foreign nonprofit corporation or eligible entity that will be the
survivor of the merger;

(b) The terms and conditions of the merger;

(c) The manner and basis of converting the memberships of each
merging domestic or foreign nonprofit membership corporation and the
eligible interests of each merging domestic or foreign eligible
entity into memberships, eligible interests, securities, or
obligations; rights to acquire memberships, eligible interests,
securities, or obligations; cash; other property or other
consideration; or any combination of the foregoing;

(d) The articles and bylaws of any corporation, or the organic
records of any eligible entity, to be created by the merger; or if a
new corporation or eligible entity 1is not to be created by the
merger, any changes to the survivor's articles or bylaws or organic
records;

(e) Whether the corporation is a charitable corporation or 1is
holding assets for charitable purposes;

(f) If the corporation is a charitable corporation or is holding
assets for charitable purposes, a plan setting forth how the merging
entities will comply with sections 3202 and 3204 of this act; and

(g) Any other provisions relating to the merger that the parties
desire be included in the plan of merger.

(5) The plan of merger may also include a provision that the plan
may be amended before filing articles of merger, but if the members
of a domestic corporation that is a party to the merger are required
or entitled to vote on the plan, then the plan shall provide that
after approval of the plan by those members the plan may not be

amended to change:

p. 89 SSB 5034



O I o O b w NN

11
12
13
14
15
16

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

(a) The amount or kind of memberships, eligible interests,
securities, or obligations; rights to acquire memberships, eligible
interests, securities, or obligations; cash; or other property or
other consideration to be received by the members of or owners of
eligible interests in any party to the merger;

(b) The articles or bylaws of any corporation, or the organic
records of any unincorporated entity, that will survive or be created
as a result of the merger, except for changes permitted by section
3104 (2) of this act or by comparable provisions of the organic law of
a foreign nonprofit or for-profit corporation or domestic or foreign
unincorporated entity; or

(c) Any of the other terms or conditions of the plan, 1if the
change would adversely affect those members in any material respect.

(6) Terms of a plan of merger may be made dependent on facts
objectively ascertainable outside the plan in accordance with section
1202 (3) of this act.

NEW SECTION. Sec. 3206. ADOPTION OF PLAN OF MERGER. In the case

of a nonprofit corporation that is a party to a merger:

(1) The plan of merger must be adopted by the board.

(2) Except as provided in subsection (9) of this section, section
3205 of this act, or the articles or bylaws, after adopting the plan
of merger, the board shall submit the plan to those members entitled
to vote on the plan for their approval. The board shall also deliver
to the members a recommendation that the members approve the plan,
unless the board makes a determination that because of conflicts of
interest or other special circumstances it should not make such a
recommendation, in which case the board shall deliver to the members
the basis for that determination.

(3) The board may condition its submission of the plan of merger
to the members on any basis.

(4) If the plan of merger 1is required to be approved by the
members, and if the approval is to be given at a meeting, then the
nonprofit corporation shall give notice to each member, whether or
not entitled to vote on the merger, of the meeting of members at
which the plan is to be submitted for approval. The notice shall
state that the purpose, or one of the purposes, of the meeting is to
consider the plan and must contain or be accompanied by a copy or
summary of the plan. If the corporation is to be merged into an

existing corporation or eligible entity, then the notice shall also

p. 90 SSB 5034



0 I o U b w NN

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

include a copy or summary of the articles and bylaws or organic
records of that corporation or eligible entity. If the corporation is
to be merged into a corporation or eligible entity that is to be
created pursuant to the merger, then the notice shall include a copy
or a summary of the articles and bylaws or organic records of the new
corporation or eligible entity. If a summary is provided in lieu of a
copy of the plan or of the articles and bylaws, then a copy of the
plan and articles and bylaws, as applicable, must be available to
members upon request and this fact must be stated in the notice. Such
copy of the plan and articles and bylaws, as applicable, may be made
available in electronic format.

(5) Unless the articles or bylaws, or the board acting pursuant
to subsection (3) of this section, requires a greater vote or a
greater number of votes to be present, the approval of the plan of
merger by the members entitled to vote thereon requires the approval
of those members at a meeting at which a quorum is present, and, if
any class of memberships is entitled to vote as a separate group on
the plan of merger, the approval of each wvoting group entitled to
vote at a meeting at which a quorum of the voting group is present.

(6) Separate voting on a plan of merger is required:

(a) By each class of members:

(1) Whose memberships are to be converted into eligible
interests, securities, or obligations; rights to acquire eligible
interests, securities, or obligations; cash; other property or other
consideration; or any combination of the foregoing;

(ii) Which 1is to experience a change in the rights, powers,
preferences, or limitations of the class as a result of the merger;
or

(iii) That would be entitled to vote as a separate group on a
provision in the plan that, if contained in a proposed amendment to
articles of incorporation, would require action by separate wvoting
groups under the articles or bylaws.

(b) By a wvoting group, i1f the wvoting group is entitled under the
articles or bylaws to vote as a voting group to approve a plan of
merger.

(7) If a plan of merger would affect 1in the same or a
substantially similar way two or more classes of members entitled to
vote separately on the plan of merger under subsection (6) (a) of this
section, then, instead of voting separately, all similarly affected

classes of members shall vote together as a single wvoting group on
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the plan of merger, unless otherwise provided in the articles or as a
condition imposed by the board under subsection (3) of this section.

(8) If as a result of a merger one or more members of a domestic
nonprofit corporation would become subject to owner liability for the
debts, obligations or liabilities of any other person or entity, then
approval of the plan of merger requires the execution, by each member
who would become subject to owner liability, of a separate record
consenting to become subject to owner liability.

(9) If a domestic nonprofit corporation that is a party to a
merger does not have any members entitled to vote on the merger, then
a plan of merger 1is deemed adopted by the corporation when it has
been adopted by the board pursuant to subsection (1) of this section.
If a membership corporation has no members entitled to vote on the
merger, then the corporation shall deliver notice of the proposed
merger to all members of the corporation at least five days before
the meeting at which the board is to adopt the plan of merger.

(10) In addition to the adoption and approval of the plan of
merger by the board and members as required by this section, the plan
of merger must also be approved in the form of a record by any person
or group of persons whose approval is required under section 3114 of
this act to amend the articles or bylaws.

(11) Adoption and approval of a plan of merger by all required
persons under the procedures set forth in this section constitutes
adoption and approval of all changes to the approving party's
articles, bylaws, or other organic documents contained within the

plan of merger.

NEW SECTION. Sec. 3207. ARTICLES OF MERGER. (1) After a plan of

merger has been adopted and approved as required by sections 3201
through 3209 of this act, articles of merger must be executed on
behalf of each party to the merger by an officer or other authorized
representative of the party. The articles of merger shall set forth:

(a) The names of the parties to the merger;

(b) If the articles of the surviving domestic nonprofit
corporation are Dbeing changed, or 1f a new domestic nonprofit
corporation is created as a result of a merger, the changes to the
articles of the surviving corporation or the articles of the new
corporation;

(c) If the plan of merger required approval by the members of a

domestic nonprofit corporation that was a party to the merger, a
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statement that the plan was approved by the members and, if voting by
any separate voting group was required, by each separate voting group
entitled to vote, in the manner required by this chapter and the
articles or bylaws;

(d) If the plan of merger did not require approval by the members
of a domestic nonprofit corporation that was a party to the merger, a
statement to that effect;

(e) If a party to the merger 1is a noncharitable corporation
holding property for charitable purposes, and the survivor is not a
charitable corporation, a statement that the attorney general has
approved, or 1s deemed to have approved, the merger pursuant to
section 3202 of this act; and

(f) As to each foreign nonprofit corporation or eligible entity
that was a party to the merger, a statement that the participation of
the foreign corporation or eligible entity was authorized as required
by the organic law of the corporation or eligible entity.

(2) Terms of articles of merger may be made dependent on facts
objectively ascertainable outside the articles 1in accordance with
section 1203 of this act.

(3) Articles of merger must be delivered to the secretary of
state for filing by the surviving entity of the merger and shall take
effect at the effective time provided in RCW 23.95.210. Articles of
merger filed under this section may be combined with any filing
required wunder the organic law of any domestic eligible entity
involved in the transaction if the combined filing satisfies the

requirements of both this section and the other organic law.

NEW SECTION. Sec. 3208. EFFECT OF MERGER. (1) Subject to

sections 3202 and 3203 of this act, if the surviving entity is a

domestic nonprofit corporation when a merger becomes effective:

(a) The domestic nonprofit corporation that is designated in the
plan of merger as the surviving corporation continues or comes into
existence, as the case may be;

(b) The separate existence of every domestic or foreign nonprofit
corporation or eligible entity that 1is merged into the survivor
ceases;

(c) All property owned by, and every contract and other right
possessed by, each domestic or foreign nonprofit corporation or
eligible entity that merges into the surviving corporation is vested

in the surviving corporation without reversion or impairment;
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(d) All 1liabilities of each domestic or foreign nonprofit
corporation or eligible entity that is merged into the survivor are
vested in the surviving corporation;

(e) The name of the surviving corporation may, but need not be,
substituted in any pending proceeding for the name of any party to
the merger whose separate existence ceased in the merger;

(f) The articles and bylaws or organic records of the surviving
corporation are amended to the extent of the changes provided in the
plan of merger;

(g) The articles and bylaws of a surviving corporation that is
created by the merger become effective; and

(h) The memberships of each corporation that is a party to the
merger, and the eligible interests in an eligible entity that is a
party to a merger, that are to be converted under the plan of merger
into memberships, eligible interests, securities, or obligations;
rights to acquire memberships, eligible interests, securities, or
obligations; cash; other property or other consideration; or any
combination of the foregoing; are converted.

(2) A person who becomes subject to owner liability for some or
all of the debts, obligations, or liabilities of any entity as a
result of a merger has owner liability only to the extent provided in
the organic law of the entity and only for those debts, obligations,
and liabilities that arise after the effective time of the articles
of merger, except to the extent that the person consented to become
subject to liability under section 3206(8) of this act.

(3) The effect of a merger on the owner liability of a person who
had owner liability for some or all of the debts, obligations, or
liabilities of a party to the merger is as follows:

(a) The merger does not discharge any owner liability under the
organic law of the entity 1in which the person was a member,
shareholder, or interest holder to the extent that owner liability
arose before the effective time of the articles of merger.

(b) The person does not have owner liability under the organic
law of the entity in which the person was a member, shareholder, or
interest holder before the merger for any debt, obligation, or
liability that arises after the effective time of the articles of
merger.

(c) The provisions of the organic law of any entity for which the

person had owner liability before the merger continue to apply to the
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collection or discharge of any owner liability ©preserved by
subsection (1) of this section, as if the merger had not occurred.

(d) The person has whatever rights of contribution from other
persons are provided by the organic law of the entity for which the
person had owner liability with respect to any owner liability
preserved by (a) of this subsection, as 1if the merger had not
occurred.

(4) A devise, bequest, gift, grant, or promise contained in a
will or other instrument, in trust or otherwise, made before or after
a merger, to or for any of the parties to the merger, inures to the
survivor, subject to the express terms of the will or other

instrument.

NEW SECTION. Sec. 32009. ABANDONMENT OF MERGER. (1) Unless

otherwise provided in a plan of merger or in the organic law of a

foreign nonprofit corporation or a domestic or foreign eligible
entity that is a party to a merger, after the plan has been adopted
and approved as required by this chapter, and at any time before the
merger has become effective, 1t may be abandoned by a domestic
nonprofit corporation that is a party thereto without action by its
members, 1in accordance with any procedures set forth in the plan of
merger or, 1f no procedures are set forth in the plan, in the manner
determined by the board, subject to any contractual rights of other
parties to the merger.

(2) If a merger is abandoned under subsection (1) of this section
after articles of merger have been filed by the secretary of state
but before the merger has become effective, then a statement that the
merger has been abandoned in accordance with this section, executed
on behalf of a party to the merger by an officer or other authorized
representative, must be delivered to the secretary of state for
filing before the effective date of the merger. Upon filing by the
secretary of state, the statement takes effect and the merger is

deemed abandoned and shall not become effective.

ARTICLE 3
DOMESTICATION AND CONVERSION

NEW SECTION. Sec. 3301. DEFINITIONS. The definitions in this
section apply throughout this section and sections 3302 through 3326

of this act unless the context clearly requires otherwise.
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(1) "Conversion" means a transaction authorized by section 3312,
3317, or 3321 of this act.

(2) "Converting corporation" means the domestic or foreign
nonprofit or for-profit corporation that approves a conversion
pursuant to sections 3301 through 3326 of this act or its organic
law.

(3) "Converting entity" means the domestic or foreign entity that
approves a conversion pursuant to section 3321 of this act or its
organic law.

(4) "Domesticated corporation" means the domesticating
corporation as it continues in existence after a domestication.

(5) "Domesticating corporation”™ means the domestic nonprofit
corporation that adopts a plan of domestication pursuant to section
3308 of this act or the foreign nonprofit corporation that approves a

domestication pursuant to its organic law.

(6) "Domestication" means a transaction authorized by section
3307 of this act.
(7) "Surviving corporation" means the corporation as it continues

in existence immediately after consummation of a for-profit
conversion pursuant to section 3312 of this act, a foreign for-profit
conversion and domestication pursuant to section 3317 of this act, or
an entity conversion pursuant to section 3321 of this act.

(8) "Surviving entity" means the unincorporated entity as it
continues 1in existence immediately after consummation of an entity

conversion pursuant to section 3321 of this act.

NEW SECTION. Sec. 3302. EXCLUDED TRANSACTIONS. Sections 3301
through 3326 of this act may not be used to effect a transaction
that:

(1) Converts a nonprofit or mutual insurance company to a for-

profit stock corporation; or
(2) Is governed by chapter 70.45 RCW.

NEW SECTION. Sec. 3303. REQUIRED APPROVALS. If a domestic or

foreign nonprofit corporation or eligible entity may not be a party

to a merger or sale of its assets without the approval of a federal
or state agency other than the secretary of state, then the
corporation or eligible entity shall not be a party to a transaction
under sections 3301 through 3326 of this act without the prior
approval of that agency.
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NEW SECTION. Sec. 3304. PROPERTY HELD FOR CHARITABLE PURPOSES.
(1) In any transaction under sections 3301 through 3326 of this act,

property held for charitable purposes by a nonprofit corporation may
not be diverted from charitable purposes.

(2) No transaction under this chapter shall modify any
restriction imposed through any means wupon property held for
charitable purposes by any entity involved 1in the transaction,
including but not limited to a restriction that affects existing
rights of persons other than members, shareholders, or interest
holders of the entity, unless the restriction is modified:

(a) In the case of a restriction imposed pursuant to a trust
instrument governed by chapter 11.110 RCW in which the nonprofit
corporation 1s a trustee or a beneficiary, through an appropriate
order of the court or the agreement of all interested parties,
including the attorney general, under chapter 11.96A RCW; or

(b) In the case of any other restriction, pursuant to section
1503 of this act.

(3) Property held by a nonprofit corporation for charitable
purposes upon condition requiring return, transfer or conveyance,
which condition occurs by reason of a transaction under this chapter,
must be returned, transferred, or conveyed in accordance with that
condition.

(4) A corporation holding property for charitable purposes shall
deliver to the attorney general notice of its intent to consummate
any transaction under this chapter. The notice must be delivered to
the attorney general in the form of a record at least forty-five days
before the meeting at which the proposed transaction 1s to be
approved. Such a transaction may not be implemented without the
approval of the attorney general, or the approval of the court in a
proceeding to which the attorney general is made a party. In the
event that the attorney general does not deliver a notice of
objection in the form of a record to the corporation within twenty
days after the delivery to the attorney general of notice of the
transaction, approval of the transaction 1is deemed to have been
given.

(5) The notice described in subsection (4) of this section shall
include:

(a) A statement specifying how the transaction will comply with
subsections (1) through (3) of this section, as applicable; and

(b) A brief description of:
p. 97 SSB 5034



O I o O b w NN

11
12
13

14
15
16
17
18
19
20
21
22
23
24

25
26
27
28
29
30

31
32
33
34
35
36

(1) Real property  held for charitable purposes by the
corporation, and its nature and location;

(ii) Cash, bank deposits, brokerage accounts, or other financial
assets held for charitable purposes by the corporation, and their
approximate total fair market wvalue;

(iii) Other personal property held for charitable purposes by the
corporation, and its nature and approximate total fair market value;
and

(iv) Any gift restrictions applicable to any property described
in (b) (i) through (iii) of this subsection, and the nature of those
restrictions.

(6) An event of domestication or conversion does not affect the
applicability of chapter 11.110, 19.09, or 24.55 RCW to any entity.

NEW SECTION. Sec. 3305. PROHIBITION ON FINANCIAL BENEFIT. A

person who is a member, interest holder, or otherwise affiliated with

a charitable corporation or an unincorporated entity with charitable
purposes may not receive a direct or indirect financial benefit in
connection with a transaction wunder this chapter to which the
charitable corporation or unincorporated entity is a party unless the
person is itself a charitable corporation, the federal government, a
tribal, state, or local government, a governmental subdivision, or an
unincorporated entity that has charitable purposes. This section does
not apply to the receipt of reasonable compensation for services

rendered.

NEW SECTION. Sec. 3306. VOTING RIGHTS IN EXISTING CORPORATIONS.

For any corporation formed before July 1, 2021, any member or other

person who 1is entitled under the articles or bylaws to wvote on or
approve a merger transaction involving the corporation 1s deemed
entitled, to the same extent, to vote on or approve any transaction

under this chapter involving the corporation.

NEW SECTION. Sec. 3307. DOMESTICATION. (1) A foreign nonprofit

corporation may become a domestic nonprofit corporation only if the

law of the foreign jurisdiction allows the domestication.
(2) A domestic nonprofit corporation may become a foreign
nonprofit corporation if the law of the foreign jurisdiction allows

the domestication.
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(3) Regardless of whether the laws of the foreign Jjurisdiction
require the adoption of a plan of domestication, the domestication
must be approved by the corporation's adoption of a plan of
domestication in the manner provided in sections 3301 through 3326 of
this act.

(4) The plan of domestication shall include:

(a) A statement of the jurisdiction in which the corporation is
to be domesticated;

(b) The terms and conditions of the domestication;

(c) The manner and basis of canceling or reclassifying the
memberships of the corporation following its domestication into
memberships, obligations, rights to acquire memberships, cash, other
property, or any combination of the foregoing;

(d) If the corporation is a charitable corporation or is holding
assets for charitable purposes, a plan setting forth how the
corporation will comply with section 3304 (2) and (3) of this act;
and

(e) Any desired changes to the articles or bylaws of the
corporation in connection with its domestication.

(5) The plan of domestication may also include a provision that
the plan may be amended before filing the document required by the
laws of this state or the other Jjurisdiction to consummate the
domestication; except that, after approval of the plan by the
members, the plan may not be amended without the approval of the
members entitled to vote thereon to change:

(a) The amount or kind of memberships, obligations, rights to
acquire memberships, cash, or other property to be received by the
members under the plan;

(b) The articles as they will be in effect immediately following
the domestication, except for changes permitted by section 3104 of
this act or by comparable provisions of the laws of the other
jurisdiction; or

(c) Any of the other terms or conditions of the plan if the
change would adversely affect any of the members in any material
respect.

(6) Terms of a plan of domestication may be made dependent upon
facts objectively ascertainable outside the plan in accordance with
section 1202 (3) of this act.

(7) If any debt security, note, or similar evidence of

indebtedness for money borrowed, whether secured or unsecured, or a
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contract of any kind, issued, incurred or executed by a domestic
nonprofit corporation before July 1, 2021, contains a provision
applying to a merger of the corporation and the document does not
refer to a domestication of the corporation, then the provision 1is
deemed to apply to a domestication of the corporation until the

provision is amended after that date.

NEW SECTION. Sec. 3308. ACTION ON A PLAN OF DOMESTICATION. In

the case of a domestication of a domestic nonprofit corporation in a

foreign jurisdiction:

(1) The plan of domestication must be adopted by the board.

(2) If there are no members entitled to vote on the plan, then
the plan must be adopted by a vote of the majority of directors then
in office. If a membership corporation has no members entitled to
vote on the plan, then the corporation shall deliver notice of the
proposed domestication to all members of the corporation at least ten
days before the meeting at which the board is to adopt the plan.

(3) After adopting the plan of domestication, the board shall
submit the plan to the members for their approval, 1f there are
members entitled to vote on the plan. The board shall also transmit
to the members a recommendation that the members approve the plan,
unless the board determines that, because of conflicts of interest or
other special circumstances, it should not make such a
recommendation, in which case the board shall transmit to the members
the basis for that determination.

(4) The board may condition its submission of the plan of
domestication to the members on any basis.

(5) If the approval of the members is to be given at a meeting,
then the corporation shall notify each member, whether or not
entitled to vote, of the meeting of members at which the plan of
domestication is to be submitted for approval. The notice shall state
that the purpose, or one of the purposes, of the meeting i1is to
consider the plan and must contain or be accompanied by a copy or
summary of the plan. The notice shall include a copy of the articles
and bylaws as they will be 1in effect immediately after the
domestication. If a summary 1is provided in lieu of a copy of the
plan, then a copy of the plan must be available to members upon
request and this fact must be stated in the notice.

(6) Unless the articles or bylaws, or the board acting pursuant

to subsection (4) of this section, requires a greater vote or a
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greater number of votes to be present, the approval of the plan of
domestication by the members entitled to vote thereon requires the
approval of a majority of those members at a meeting at which a
qgquorum is present, and, if any class of members is entitled to vote
as a separate group on the plan, the approval of a majority of the
members of each separate voting group entitled to vote at a meeting
at which a quorum of the voting group is present.

(7) A separate voting by voting groups is required by each class
of members that:

(a) Is to be reclassified under the plan of domestication into a
different class of memberships, or into obligations, rights to
acquire memberships, cash, other property, or any combination of the
foregoing;

(b) Would be entitled to vote as a separate group on a provision
of the plan that, if contained in a proposed amendment to articles of
incorporation, would require action by separate voting groups under
section 3105 of this act; or

(c) Is entitled under the articles or bylaws to vote as a voting
group to approve an amendment of the articles.

(8) If any provision of the articles, bylaws, or an agreement to
which any of the directors or members are parties, adopted or entered
into before July 1, 2021, applies to a merger of the corporation and
that document does not refer to a domestication of the corporation,
then the provision is deemed to apply to a domestication of the

corporation until the provision is later amended.

NEW SECTION. Sec. 3309. ARTICLES OF DOMESTICATION. (1) Articles

of domestication must be executed on behalf of the domesticating

corporation by an officer or other authorized representative. The
articles shall set forth:

(a) The name and jurisdiction of incorporation of the
domesticating corporation;

(b) The name and jurisdiction of incorporation of the
domesticated entity; and

(c) If the domesticating corporation 1is a domestic nonprofit
corporation, a statement that the plan of domestication was approved
in accordance with sections 3301 through 3326 of this act or, 1if the
domesticating corporation is a foreign nonprofit corporation, a
statement that the domestication was approved in accordance with the

law of its jurisdiction of incorporation.
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(2) The articles of domestication must be delivered to the
secretary of state for filing, and take effect at the effective time
provided in RCW 23.95.210.

(3) If the domesticating corporation is a foreign corporation,
then the domesticating corporation must, simultaneously with the
delivery of the articles of domestication, deliver articles of
incorporation that comply with this title to the secretary of state
for filing and the secretary of state shall file the articles.
Provisions that would not be required to be included 1in restated
articles of incorporation may be omitted, except that the name and
address of the initial registered agent of the corporation must be
included and the name of the corporation must satisfy the
requirements of section 1302 of this act.

(4) If the domesticating corporation 1is a registered foreign
corporation, then its registration is terminated automatically on the
effective date of its domestication, and the secretary of state shall

record the termination of the registration.

NEW SECTION. Sec. 3310. EFFECT OF DOMESTICATION. (1) Except as

provided in section 3304 of this act, when a domestication becomes

effective:

(a) The title to all real and personal property, both tangible
and intangible, of the domesticating corporation remains in the
domesticated corporation without reversion or impairment;

(b) The liabilities of the domesticating corporation remain the
liabilities of the domesticated corporation;

(c) An action or proceeding pending against the domesticating
corporation continues against the domesticated corporation as if the
domestication had not occurred;

(d) The articles of incorporation filed pursuant to section
3309(3) of this act constitute the articles of a foreign corporation
domesticating in Washington state;

(e) The memberships in the domesticating corporation are
reclassified into memberships, obligations, rights to acquire
memberships, or cash or other property in accordance with the terms
of the domestication, and the members are entitled only to the rights
provided by those terms;

(f) Gift restrictions binding the domestic corporation remain in
place as if the domestication had not occurred, unless modified in

accordance with section 1503 of this act;
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(g) A devise, bequest, gift, grant, or promise contained in a
will or other instrument, in trust or otherwise, made to or for the
domesticating corporation before or after the domestication, inures
to the domesticated corporation, subject to the express terms of the
will or other instrument; and

(h) The domesticating corporation is deemed to be:

(i) Incorporated under and subject to the organic law of the
domesticated corporation for all purposes; and

(ii) The same corporation without interruption as the
domesticating corporation.

(2) The interest holder 1liability of a member in a foreign
nonprofit corporation that is domesticated in the state of Washington
is as follows:

(a) The domestication does not discharge any interest holder
liability under the laws of the foreign jurisdiction to the extent
the interest holder liability arose before the effective time of the
articles of domestication.

(b) The member does not have interest holder liability under the
laws of the foreign Jjurisdiction for any debt, obligation, or
liability of the corporation that arises after the effective time of
the articles of domestication.

(c) The provisions of the 1laws of the foreign Jjurisdiction
continue to apply to the collection or discharge of any interest
holder 1liability preserved by (a) of this subsection, as if the
domestication had not occurred.

(d) The domestication has no effect on any member's rights of
contribution from other members provided by the laws of the foreign
jurisdiction with respect to any interest holder liability preserved

by (a) of this subsection.

NEW SECTION. Sec. 3311. ABANDONMENT OF DOMESTICATION. (1)

Unless otherwise provided in a plan of domestication of a domestic
nonprofit corporation, after the plan has been adopted and approved
as required by sections 3301 through 3326 of this act, and at any
time before the domestication has become effective, 1t may be
abandoned by the members if there are members entitled to vote on the
plan of domestication, or by the board without action by members.

(2) If a domestication is abandoned under subsection (1) of this
section after articles of domestication have been filed by the

secretary of state but before the domestication has become effective,
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then a statement that the domestication has been abandoned in
accordance with this section, executed by an officer or other
authorized representative, must be delivered to the secretary of
state for filing before the effective date of the domestication. The
statement takes effect upon filing and the domestication is abandoned
and does not become effective.

(3) If the domestication of a foreign nonprofit corporation in
Washington state 1is abandoned in accordance with the laws of the
foreign Jjurisdiction after articles of domestication have been filed
by the secretary of state, then a statement that the domestication
has been abandoned, executed by an officer or other authorized
representative, must be delivered to the secretary of state for
filing. The statement takes effect upon filing and the domestication

is abandoned and does not become effective.

NEW SECTION. Sec. 3312. FOR-PROFIT CONVERSION OF NONCHARITABLE
CORPORATIONS. (1) A domestic nonprofit corporation, other than a

charitable corporation, may become a domestic for-profit corporation
pursuant to a plan of for-profit conversion if the for-profit
conversion is permitted under Title 23B RCW.

(2) A domestic nonprofit corporation, other than a charitable
corporation, may become a foreign for-profit corporation if the for-
profit conversion is permitted Dby the laws of the foreign
jurisdiction. Regardless of whether the laws of the foreign
jurisdiction require the adoption of a plan of for-profit conversion,
the foreign for-profit conversion must be approved by the adoption by
the domestic nonprofit corporation of a plan of for-profit conversion
in the manner provided in sections 3301 through 3326 of this act.

) The plan of for-profit conversion shall include:

) The terms and conditions of the conversion;

) The manner and basis of:

) Issuing at least one share in the corporation following its
conversion; and

(ii) Otherwise reclassifying the memberships in the corporation,
if any, following its conversion into shares and other securities,
obligations, rights to acquire shares or other securities, cash,
other property, or any combination of the foregoing;

(c) If the corporation is holding assets for charitable purposes,
a plan setting forth how the corporation will comply with section
3304 (2), (3), and (5) of this act;
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(d) Any desired changes to the articles or bylaws of the
corporation following its conversion; and

(e) If the domestic nonprofit corporation is to be converted to a
foreign for-profit corporation, a statement of the Jjurisdiction in
which the corporation will be incorporated after the conversion.

(4) The plan of for-profit conversion may also include a
provision that the plan may be amended before filing articles of for-
profit conversion, except that after approval of the plan by the
members the plan may not be amended without the approval of the
members to change:

(a) The amount or kind of shares and other securities,
obligations, rights to acquire shares or other securities, cash, or
other property to be received by the members under the plan;

(b) The articles of incorporation as they will be 1in effect
immediately following the conversion, except for changes permitted by
section 3104 of this act; or

(c) Any of the other terms or conditions of the plan 1if the
change would adversely affect any of the members in any material
respect.

(5) Terms of a plan of for-profit conversion may Dbe made
dependent upon facts objectively ascertainable outside the plan in
accordance with section 1202 (3) of this act.

(6) If any debt security, note, or similar evidence of
indebtedness for money borrowed, whether secured or unsecured, or a
contract of any kind, issued, incurred, or executed by a domestic
nonprofit corporation before July 1, 2021, contains a provision
applying to a merger of the corporation and the document does not
refer to a for-profit conversion of the corporation, then the
provision 1is deemed to apply to a for-profit conversion of the

corporation until the provision is later amended.

NEW SECTION. Sec. 3313. ACTION ON A PLAN OF FOR-PROFIT

CONVERSION. In the case of a conversion of a domestic nonprofit

corporation to a domestic or foreign for-profit corporation:

(1) The plan of for-profit conversion must be adopted by the
board.

(2) If there are no members entitled to vote on the plan, then
the plan must be adopted by a vote of the majority of directors then
in office. If a membership corporation has no members entitled to

vote on the plan, then the corporation shall deliver notice of the
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proposed for-profit conversion to all members of the corporation at
least ten days before the meeting at which the board is to adopt the
plan.

(3) After adopting the plan of for-profit conversion, the board
shall submit the plan to the members for their approval if there are
members entitled to vote on the plan. The board shall also deliver to
the members a recommendation that the members approve the plan,
unless the board determines that because of conflicts of interest or
other special circumstances, it should not make such a
recommendation, in which case the board shall deliver to the members
the basis for that determination.

(4) The board may condition its submission of the plan of for-
profit conversion to the members on any basis.

(5) If the approval of the members is to be given at a meeting,
then the corporation shall notify each member of the meeting of
members at which the plan of for-profit conversion is to be submitted
for approval. The notice shall state that the purpose, or one of the
purposes, of the meeting is to consider the plan and must contain or
be accompanied by a copy or summary of the plan. The notice shall
include a copy of the articles as they will be in effect immediately
after the for-profit conversion. If a summary is provided in lieu of
a copy of the plan, then a copy of the plan must be available to
members upon request and this fact must be stated in the notice.

(6) Unless the articles or bylaws, or the board acting pursuant
to subsection (4) of this section, require a greater vote or a
greater number of votes to be present, the approval of the plan of
for-profit conversion by the members entitled to vote thereon
requires approval of a majority of those members at a meeting at
which a quorum is present, and, if any class of members is entitled
to vote as a separate group on the plan of for-profit conversion, the
approval of each separate voting group entitled to vote at a meeting
at which a gquorum of the voting group is present.

(7) If any provision of the articles, bylaws, or an agreement to
which any of the directors or members are parties, adopted or entered
into before July 1, 2021, applies to a merger of the corporation and
the document does not refer to a for-profit conversion of the
corporation, then the provision is deemed to apply to a for-profit

conversion of the corporation until the provision is later amended.
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NEW SECTION. Sec. 3314. ARTICLES OF FOR-PROFIT CONVERSION. (1)

Articles of for-profit conversion must be executed on behalf of the

converting corporation by an officer of the corporation. The articles
shall set forth:

(a) If the surviving corporation is a domestic Dbusiness
corporation, the name of the corporation immediately before the
filing of the articles of for-profit conversion and if that name does
not satisfy the requirements of RCW 23B.04.010, or the corporation
desires to change its name in connection with the conversion, a name
that satisfies the requirements of RCW 23B.04.010;

(b) Whether the corporation 1is holding assets for charitable
purposes;

(c) If the corporation is holding assets for charitable purposes,
that the attorney general has approved, or 1is deemed to have
approved, the for-profit conversion pursuant to section 3304 (4) of
this act;

(d) If the surviving corporation 1is a foreign for-profit
corporation, its name after the conversion and its Jjurisdiction of
incorporation;

(e) If the nonprofit corporation has members with voting rights
with respect to the for-profit conversion, a statement that the plan
of for-profit conversion was approved by the members in the manner
required by this chapter and the articles or bylaws; and

(f) Where there are no members or no members having voting rights
with respect to the for-profit conversion, a statement to that
effect, the date of the meeting of the board at which the amendment
was adopted, and a statement that the amendment received the vote of
a majority of directors in office.

(2) If the surviving corporation 1is a domestic for-profit
corporation, then the articles of for-profit conversion shall either
contain all of the provisions that RCW 23B.02.020 requires to be set
forth in articles of incorporation of a domestic for-profit
corporation and any other desired provisions permitted under Title
23B RCW, or have attached articles of incorporation that satisfy the
requirements of RCW 23B.02.020. In either case, provisions that would
not be required to be included in restated articles of incorporation
of a domestic for-profit corporation may be omitted, except that the
name and address of the initial registered agent of the for-profit

corporation must be included.
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(3) The articles of for-profit conversion and articles of
incorporation, 1if a separate document, must be delivered to the
secretary of state for filing, and take effect at the effective time
provided in RCW 23.95.210.

NEW SECTION. Sec. 3315. EFFECT OF FOR-PROFIT CONVERSION. (1)

Except as provided in section 3304 of this act, when a conversion of

a domestic nonprofit corporation to a domestic or foreign for-profit
corporation becomes effective:

(a) The title to all real and personal property, both tangible
and intangible, of the corporation remains in the corporation without
reversion or impairment;

(b) The liabilities of the corporation remain the liabilities of
the corporation;

(c) An action or proceeding pending against the corporation
continues against the corporation as 1f the conversion had not
occurred;

(d) The articles of the domestic or foreign for-profit
corporation become effective;

(e) The memberships of the corporation are reclassified into
shares or other securities, obligations, rights to acquire shares or
other securities, or into cash or other property in accordance with
the plan of conversion, and the members are entitled only to the
rights provided in the plan of for-profit conversion;

(f) A devise, bequest, gift, grant, or promise contained in a
will or other instrument, in trust or otherwise, made to or for the
corporation before or after the for-profit conversion, continues to
inure to the corporation, subject to the express terms of the will or
other instrument; and

(g) The corporation is deemed to:

(i) Be a domestic or foreign for-profit corporation for all
purposes; and

(ii) Be the same corporation without interruption as the
nonprofit corporation.

(2) The interest holder 1liability of a member in a domestic
nonprofit corporation that converts to a domestic for-profit
corporation is as follows:

(a) The conversion does not discharge any interest holder

liability of the member as a member of the nonprofit corporation to
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the extent the interest holder liability arose before the effective
time of the articles of for-profit conversion.

(b) The member does not have interest holder 1liability for any
debt, obligation, or 1liability of the for-profit corporation that
arises after the effective time of the articles of for-profit
conversion.

(c) The laws of this state continue to apply to the collection or
discharge of any interest holder liability preserved by (a) of this
subsection, as if the conversion had not occurred.

(d) The member has whatever rights of contribution from other
members are provided by the laws of this state with respect to any
interest holder liability preserved by (a) of this subsection, as if
the conversion had not occurred.

(3) A member who becomes subject to interest holder liability for
some or all of the debts, obligations, or liabilities of the for-
profit corporation has interest holder 1liability only for those
debts, obligations, or liabilities of the for-profit corporation that
arise after the effective time of the articles of for-profit

conversion.

NEW SECTION. Sec. 3316. ABANDONMENT OF FOR-PROFIT CONVERSION.

(1) Unless otherwise provided in a plan of for-profit conversion of a

domestic nonprofit corporation, after the plan has been adopted and
approved as required by sections 3301 through 3326 of this act, and
at any time before the for-profit conversion has become effective, it
may be abandoned by the members if there are members entitled to wvote
on the for-profit conversion, or by the board without action by
members.

(2) If a for-profit conversion is abandoned under subsection (1)
of this section after articles of for-profit conversion have been
filed by the secretary of state but before the for-profit conversion
has become effective, then a statement that the for-profit conversion
has been abandoned in accordance with this section, executed by an
officer of the corporation, must be delivered to the secretary of
state for filing before the effective date of the for-profit
conversion. The statement takes effect upon filing and the for-profit

conversion is abandoned and does not become effective.

NEW SECTION. Sec. 3317. FOR-PROFIT DOMESTICATION  AND

CONVERSION. A foreign for-profit corporation may become a domestic
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nonprofit corporation if the domestication and conversion is

permitted by the law of the foreign jurisdiction.

NEW SECTION. Sec. 3318. ARTICLES OF DOMESTICATION AND

CONVERSION. (1) Articles of domestication and conversion must be

executed on behalf of the domesticating and converting corporation by
an officer or other authorized representative. The articles shall set
forth:

(a) The name of the corporation immediately before the filing of
the articles of domestication and conversion and, if that name 1is
unavailable for use in Washington state or the corporation desires to
change its name in connection with the domestication and conversion,
a name that satisfies the requirements of section 1302 of this act;

(b) The Jjurisdiction of incorporation of the corporation
immediately before the filing of the articles of domestication and
conversion and the date the corporation was incorporated in that
jurisdiction; and

(c) A statement that the domestication and conversion of the
corporation in this state was authorized as required by the laws of
the jurisdiction in which the corporation was incorporated
immediately before its domestication and conversion in Washington
state.

(2) The articles of domestication and conversion shall either
contain all of the provisions that section 1303(1) of this act
requires to be set forth in articles of incorporation and any other
desired provisions that section 1303 (1) (b) and (c) of this act permit
to be included 1in articles of incorporation, or have attached
articles of incorporation that comply with this chapter. In either
case, provisions that would not be required to Dbe included in
restated articles of incorporation may be omitted, except that the
name and address of the initial registered agent of the domestic
nonprofit corporation must be included.

(3) If the domesticating corporation is a foreign corporation,
then the domesticating corporation must, simultaneously with the
delivery of the articles of domestication and conversion, deliver
articles of incorporation that comply with this chapter to the
secretary of state for filing and the secretary of state shall file
the articles. Provisions that would not be required to be included in
restated articles of incorporation may be omitted, except that the

name and address of the initial registered agent of the corporation

p. 110 SSB 5034



~ o O b w N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

must be included and the name of the corporation must satisfy the
requirements of section 1302 of this act.

(4) If the foreign for-profit corporation 1is authorized to
transact business in Washington state under chapter 23B.01 RCW, then
its registration shall be terminated automatically on the effective
date of its domestication and conversion and the secretary of state

shall record the termination of registration.

NEW SECTION. Sec. 33109. EFFECT OF FOR-PROFIT DOMESTICATION AND

CONVERSION. (1) When a domestication and conversion of a foreign for-

profit corporation to a domestic nonprofit corporation becomes
effective:

(a) The title to all real and personal property, both tangible
and intangible, of the corporation remains in the corporation without
reversion or impairment;

(b) The liabilities of the corporation remain the liabilities of
the corporation;

(c) An action or proceeding pending against the corporation
continues against the corporation as if the domestication and
conversion had not occurred;

(d) The articles of domestication and conversion, or the articles
attached to the articles of domestication and conversion, constitute
the articles of incorporation of the corporation;

(e) Memberships, securities, obligations, ©rights to acquire
memberships or securities of the corporation, or <cash or other
property must be issued or paid as provided pursuant to the laws of
the foreign jurisdiction;

(f) A devise, bequest, gift, grant, or promise contained in a
will or other instrument, in trust or otherwise, made to or for the
foreign for-profit corporation before or after the domestication and
conversion, inures to the domestic nonprofit corporation, subject to
the express terms of the will or other instrument and to applicable
law of the foreign jurisdiction; and

(g) The corporation is deemed to be:

(i) A domestic corporation for all purposes; and

(ii) The same corporation without interruption as the foreign
for-profit corporation.

(2) The interest holder liability of a shareholder of the foreign
for-profit corporation who becomes a member of the domestic nonprofit

corporation in the domestication and conversion is as follows:
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(a) The domestication and conversion does not discharge any
interest holder liability under the laws of the foreign jurisdiction
to the extent the interest holder 1liability arose Dbefore the
effective time of the articles of domestication and conversion.

(b) The member does not have interest holder liability under the
laws of the foreign Jjurisdiction for any debt, obligation, or
liability of the corporation that arises after the effective time of
the articles of domestication and conversion.

(c) The provisions of the 1laws of the foreign Jjurisdiction
continue to apply to the collection or discharge of any interest
holder 1liability preserved by (a) of this subsection, as if the
domestication and conversion had not occurred.

(d) The member has whatever rights of contribution from other
members are provided by the laws of the foreign Jjurisdiction with
respect to any interest holder 1liability preserved by (a) of this
subsection, as if the domestication and conversion had not occurred.

(3) A shareholder of a foreign for-profit corporation who becomes
subject to interest holder liability for some or all of the debts,
obligations, or liabilities of the corporation as a result of its
domestication and conversion in this state has interest holder
liability only for those debts, obligations, or liabilities of the
corporation that arise after the effective time of the articles of

domestication and conversion.

NEW SECTION. Sec. 3320. ABANDONMENT OF FOR-PROFIT DOMESTICATION
AND CONVERSION. If the domestication and conversion of a foreign

for-profit corporation to a domestic nonprofit corporation is
abandoned 1in accordance with the laws of the foreign Jjurisdiction
after articles of domestication and conversion have been filed by the
secretary of state, then a statement that the domestication and
conversion has Dbeen abandoned, executed by an officer or other
authorized representative, must be delivered to the secretary of
state for filing. The statement takes effect upon filing and the

domestication and conversion 1s abandoned and does not Dbecome

effective.
NEW SECTION. Sec. 3321. ENTITY CONVERSION FOR NONCHARITABLE
CORPORATIONS. (1) A domestic nonprofit corporation, other than a

charitable corporation, may become a domestic unincorporated entity

pursuant to a plan of entity conversion only if the entity conversion
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is permitted under the organic law governing the entity that would
survive the entity conversion.

(2) A domestic nonprofit corporation, other than a charitable
corporation, may become a foreign unincorporated entity if the entity
conversion is permitted by the laws of the foreign jurisdiction.

(3) A domestic wunincorporated entity may be converted into a
domestic nonprofit corporation only 1if applicable Washington state
law provides procedures for the approval of an entity conversion into
a domestic nonprofit corporation.

(4) A foreign unincorporated entity may become a domestic
nonprofit corporation if the law of the foreign Jurisdiction
authorizes it to become a nonprofit corporation in another
jurisdiction.

(5) If any provision of a debt security, note, or similar
evidence of indebtedness for money borrowed, whether secured or
unsecured, or a contract of any kind, issued, incurred, or executed
by a domestic nonprofit corporation before July 1, 2021, applies to a
merger of the corporation and the document does not refer to an
entity conversion of the corporation, then the provision is deemed to
apply to an entity conversion of the corporation until the provision

is later amended.

NEW SECTION. Sec. 3322. PLAN OF ENTITY CONVERSION. (1) A plan

of entity conversion shall include:

(a) A statement of the type of unincorporated entity the
surviving entity will be and, if it will be a foreign unincorporated
entity, its jurisdiction of organization;

(b) The terms and conditions of the conversion;

(c) The manner and basis of converting the memberships in the
domestic nonprofit corporation following its conversion into
interests or other securities, obligations, rights to acquire
interests or other securities, cash, other ©property, or any
combination of the foregoing;

(d) If the corporation is holding assets for charitable purposes,
a plan setting forth how the corporation will comply with section
3303 of this act; and

(e) The full text, as they will be in effect immediately
following the conversion, of the organic documents of the surviving

entity.
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(2) The plan of entity conversion may also include a provision
that the plan may be amended before filing articles of entity
conversion, except that after approval of the plan by the members the
plan may not be amended to change:

(a) The amount or kind of memberships or other securities,
interests, obligations, rights to acquire memberships, securities, or
interests, cash, or other property to be received under the plan by
the members;

(b) The organic documents that will be 1in effect immediately
following the conversion, except for changes permitted by a provision
of the organic law of the surviving entity comparable to section
3104 (2) of this act; or

(c) Any of the other terms or conditions of the plan 1if the
change would adversely affect any of the members in any material
respect.

(3) Terms of a plan of entity conversion may be made dependent
upon facts objectively ascertainable outside the plan in accordance
with section 1202 (3) of this act.

NEW SECTION. Sec. 3323. ACTION ON A PLAN OF ENTITY CONVERSION.

In the case of an entity conversion of a domestic nonprofit

corporation to a domestic or foreign unincorporated entity:

(1) The plan of entity conversion must be adopted by a vote of
the majority of the directors in office.

(2) If there are no members entitled to vote on the plan, then
the plan must be adopted by a vote of the majority of directors then
in office. If a membership corporation has no members entitled to
vote on the plan, then the corporation shall deliver notice of the
proposed entity conversion to all members of the corporation at least
ten days before the meeting at which the board is to adopt the plan.

(3) After adopting the plan of entity conversion, the board shall
submit the plan to the members for their approval 1if there are
members entitled to vote on the plan. The board shall also deliver to
the members a recommendation that the members approve the plan,
unless the board determines that because of conflicts of interest or
other special circumstances it should not make such a recommendation,
in which case the board shall deliver to the members the basis for
that determination.

(4) The board may condition its submission of the plan of entity

conversion to the members on any basis.
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(5) If the approval of the members is to be given at a meeting,
then the corporation shall notify each member, whether or not
entitled to vote, of the meeting of members at which the plan of
entity conversion is to be submitted for approval. The notice shall
state that the purpose, or one of the purposes, of the meeting is to
consider the plan and must contain or be accompanied by a copy or
summary of the plan. The notice shall include a copy of the organic
documents as they will be in effect immediately after the entity
conversion. The notice may additionally be accompanied by a summary
of the required materials. If a summary is provided in lieu of a copy
of the plan, then a copy of the plan must be available to members
upon request and this fact must be stated in the notice. Such copy of
the plan may be made available to members electronically.

(6) Unless the articles, or the board acting pursuant to
subsection (3) of this section, requires a greater vote or a greater
number of votes to be present, the approval of the plan of entity
conversion by the members entitled to vote thereon requires the
approval of a majority of those members at a meeting at which a
qgquorum is present, and, if any class of members is entitled to vote
as a separate group on the plan of entity conversion, the approval of
each separate voting group entitled to vote at a meeting at which a
quorum of the voting group is present.

(7) If any provision of the articles, bylaws, or an agreement to
which any of the directors or members are parties, adopted or entered
into before July 1, 2021, applies to a merger of the corporation and
the document does not refer to an entity conversion of the
corporation, then the provision 1is deemed to apply to an entity
conversion of the corporation until the provision is later amended.

(8) If, as a result of the conversion, one or more members of the
corporation would become subject to interest holder liability for the
debts, obligations, or 1liabilities of any other person or entity,
then approval of the plan of conversion requires the execution, by
each affected member, of a separate written consent to become subject

to interest holder liability.

NEW SECTION. Sec. 3324. ARTICLES OF ENTITY CONVERSION. (1)

After the conversion of a domestic nonprofit corporation to a

domestic or foreign unincorporated entity has been adopted and

approved as required by this chapter, articles of entity conversion
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must be executed on behalf of the converting corporation by an
officer of the corporation. The articles must:

(a) Set forth the name of the corporation immediately before the
filing of the articles of entity conversion and the name to which the
name of the corporation is to be changed, which must be a name that
satisfies the organic law of the surviving entity if the surviving
entity is a domestic entity;

(b) State whether the corporation i1s holding assets for
charitable purposes;

(c) If the corporation is holding assets for charitable purposes,
state that the attorney general has approved, or 1is deemed to have
approved, the entity conversion pursuant to section 3304 (4) of this
act;

(d) State the type of unincorporated entity that the surviving
entity will be and its jurisdiction of organization;

(e) State that the plan of entity conversion was approved in the
manner required by this chapter; and

(f) If the surviving entity is a domestic filing entity, either
contain all of the provisions required to be set forth in its public
organic record and any other desired provisions that are permitted,
or have attached a public organic record.

(2) After the conversion of a domestic unincorporated entity to a
domestic nonprofit corporation has been adopted and approved as
required by the organic law of the unincorporated entity, articles of
entity conversion must be executed on behalf of the unincorporated
entity by an officer or other authorized representative. The articles
must:

(a) Set forth the name of the unincorporated entity immediately
before the filing of the articles of entity conversion and the name
to which the name of the unincorporated entity is to be changed,
which must be a name that satisfies the requirements of section 1302
of this act;

(b) Set forth a statement that the plan of entity conversion was
approved in accordance with the organic law of the unincorporated
entity; and

(c) Either contain all of the provisions that section 1303 (1) of
this act requires to be set forth in articles of incorporation and
any other desired provisions that section 1303 (2) and (3) of this
act permit to be included 1in articles of incorporation, or have

attached articles of incorporation that comply with this act.
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(3) After the conversion of a foreign unincorporated entity to a
domestic nonprofit corporation has been authorized as required by the
laws of the foreign jurisdiction, articles of entity conversion must
be executed on behalf of the foreign unincorporated entity by an
officer or other authorized representative. The articles must:

(a) Set forth the name of the unincorporated entity immediately
before the filing of the articles of entity conversion and the name
to which the name of the unincorporated entity is to be changed,
which must be a name that satisfies the requirements of section 1302
of this act;

(b) Set forth the Jjurisdiction wunder the 1laws of which the
unincorporated entity was organized immediately before the filing of
the articles of entity conversion and the date on which the
unincorporated entity was organized in that Jjurisdiction;

(c) Set forth a statement that the conversion of the
unincorporated entity was approved in the manner required by the law
of the foreign jurisdiction; and

(d) Either contain all of the provisions that section 1303 (1) of
this act requires to be set forth in articles of incorporation and
any other desired provisions that section 1303 (2) and (3) of this
act permit to be included 1in articles of incorporation, or have
attached articles of incorporation that comply with this act; except
that, in either case, provisions that would not be required to be
included in restated articles of incorporation of a domestic
nonprofit corporation may be omitted.

(4) The articles of entity conversion and articles of
incorporation must be simultaneously delivered to the secretary of
state for filing. The articles of entity conversion and articles of
incorporation take effect at the effective time provided in RCW
23.95.210. Articles of entity conversion filed under subsection (1)
or (2) of this section may be combined with any required conversion
filing under the organic law of the domestic unincorporated entity if
the combined filing satisfies the requirements of both this section
and the other organic law.

(5) If the converting entity is a foreign unincorporated entity
that 1s registered to do business in this state under chapter 23.95
RCW, then its registration statement is canceled automatically on the

effective date of its conversion.
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NEW SECTION. Sec. 3325. EFFECT OF ENTITY CONVERSION. (1) Except

as provided in section 3303 of this act, when a conversion under

sections 3301 through 3326 of this act becomes effective:

(a) The title to all real and personal property, both tangible
and intangible, of the converting entity remains in the surviving
entity without reversion or impairment;

(b) The liabilities of the converting entity remain the
liabilities of the surviving entity;

(c) An action or proceeding pending against the converting entity
continues against the surviving entity as if the conversion had not
occurred;

(d) In the case of a surviving entity that is a filing entity,
its articles or public organic record and its private organic rules
become effective;

(e) In the case of a surviving entity that is a nonfiling entity,
its private organic rules become effective;

(f) The memberships or interests of the converting entity are
reclassified into memberships, interests, other securities,
obligations, rights to acquire memberships, interests, or securities,
or 1into cash or other property in accordance with the plan of
conversion; and the members or interest holders of the converting
entity are entitled only to the rights provided to them under the
terms of the conversion and to any appraisal rights they may have
under the organic law of the converting entity;

(g) A devise, bequest, gift, grant, or promise contained in a
will or other instrument, in trust or otherwise, made to or for the
converting entity before or after a transaction under this chapter,
inures to the surviving entity, subject to the express terms of the
will or other instrument; and

(h) The surviving entity is deemed to be:

(i) Incorporated or organized under and subject to the organic
law of the converting entity for all purposes; and

(ii) The same nonprofit corporation or unincorporated entity
without interruption as the converting entity.

(2) A member who becomes subject to interest holder liability for
some or all of the debts, obligations, or 1liabilities of the
surviving entity has interest holder liability only for those debts,
obligations, or liabilities of the surviving entity that arise after

the effective time of the articles of entity conversion.
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(3) The interest holder 1liability of an interest holder in an
unincorporated entity that converts to a domestic  nonprofit
corporation is as follows:

(a) The conversion does not discharge any interest holder
liability under the organic law of the unincorporated entity to the
extent the interest holder liability arose before the effective time
of the articles of entity conversion.

(b) The interest holder does not have interest holder liability
under the organic law of the unincorporated entity for any debt,
obligation, or 1liability of the corporation that arises after the
effective time of the articles of entity conversion.

(c) The provisions of the organic 1law of the unincorporated
entity continue to apply to the collection or discharge of any
interest holder liability preserved by (a) of this subsection, as if
the conversion had not occurred.

(d) The interest holder has whatever rights of contribution from
other interest holders are provided by the organic law of the
unincorporated entity with respect to any interest holder liability
preserved by (a) of this subsection, as if the conversion had not

occurred.

NEW SECTION. Sec. 3326. ABANDONMENT OF ENTITY CONVERSION. (1)

Unless otherwise provided 1in a plan of entity conversion of a
domestic nonprofit corporation, after the plan has been adopted and
approved as required by sections 3301 through 3326 of this act, and
at any time before the entity conversion has become effective, it may
be abandoned by the members if there are members entitled to vote, or
by the board without action by the members.

(2) If an entity conversion is abandoned after articles of entity
conversion have been filed by the secretary of state but before the
entity conversion has become effective, then a statement that the
entity conversion has been abandoned in accordance with this section,
executed by an officer of the corporation, must be delivered to the
secretary of state for filing before the effective date of the entity
conversion. Upon filing, the statement takes effect and the entity

conversion is abandoned and does not become effective.

ARTICLE 4
DISPOSITION OF ASSETS
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NEW SECTION. Sec. 3401. DISPOSITIONS NOT REQUIRING MEMBER
APPROVAL. Unless the articles or bylaws otherwise provide, approval

of the members of a nonprofit corporation is not required:

(1) To sell, lease, exchange, or otherwise dispose of any or all
of the corporation's assets:

(a) In the usual and regular course of its activities; or

(b) If the assets disposed of represent less than fifty percent
of the total assets of the corporation and its <consolidated
subsidiaries, determined as of the end of the most recently completed
fiscal year;

(2) To mortgage, pledge, dedicate to the repayment of
indebtedness whether with or without recourse, or otherwise encumber
any or all of the corporation's assets, whether or not in the usual
and regular course of business its activities; or

(3) To transfer any or all of the corporation's assets to one or
more corporations or other entities all of the memberships or

interests of which are owned by the corporation.

NEW SECTION. Sec. 3402. DISPOSITIONS REQUIRING MEMBER APPROVAL.

(1) A sale, lease, exchange, or other disposition of assets, other

than a disposition described in section 3401 of this act, requires
approval of the corporation's members that are entitled to vote on
the disposition, unless the articles or bylaws otherwise provide.

(2) A disposition that requires approval of the members must be
initiated by a resolution by the board authorizing the disposition.
After adoption of the resolution, the board shall submit the proposed
disposition to the members for their approval. The board shall also
deliver to the members a recommendation that the members approve the
proposed disposition, unless the board makes a determination that
because of conflicts of interest or other special circumstances it
should not make a recommendation, in which case the Dboard shall
deliver to the members the basis for that determination.

(3) The board may condition its submission of a disposition to
the members under subsection (2) of this section on any basis.

(4) If a disposition is required to be approved by the members,
and if the approval is to be given at a meeting, then the nonprofit
corporation shall give notice to each member, whether or not entitled
to vote, of the meeting of members at which the disposition is to be
submitted for approval. The notice shall state that the purpose, or

one of the purposes, of the meeting is to consider the disposition
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and must contain a description of the disposition, including the
terms and conditions thereof and the consideration to be received by
the corporation.

(5) Unless the articles, bylaws, or the board acting pursuant to
subsection (3) of this section requires a greater vote, or a greater
number of votes to be present, the approval of a disposition by the
members entitled to wvote thereon requires the approval of those
members at a meeting at which a quorum is present, and, if any class
of members is entitled to vote as a separate group on the
disposition, the approval of each separate voting group entitled to
vote at a meeting at which a quorum of the voting group is present.

(6) If a membership corporation has no members entitled to vote
on a disposition, then the corporation shall deliver notice of a
proposed disposition to all members of the corporation at least ten
days before the meeting at which the board is to act upon the
disposition.

(7) After a disposition has been approved by the members under
subsection (5) of this section, and at any time before the
disposition has Dbeen consummated, it may be abandoned by the
nonprofit corporation without action by the members, subject to any
contractual rights of other parties to the disposition.

(8) In addition to the approval of a disposition of assets by the
board and members as required by this section, the disposition must
also be approved in the form of a record by any person or group of
persons whose approval is required under section 3114 of this act to
amend the articles or bylaws.

(9) The assets of a direct or indirect consolidated subsidiary
are deemed the assets of the parent nonprofit corporation for the
purposes of this section.

(10) A disposition of assets in the course of a dissolution
governed by sections 3501 through 3512 of this act is not governed by
this chapter.

NEW SECTION. Sec. 3403. EFFECT OF DISPOSITIONS. Unless a

domestic entity that is a party to a transaction under this chapter

obtains an appropriate order of the court or approval from the
attorney general under the law of this state, a disposition of assets

under sections 3401 through 3405 of this act may not affect:
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(1) Any restriction imposed upon the entity by i1its organic
documents or other governing authority that may not be amended by its
directors, members, or interest holders; or

(2) The existing rights of persons other than members,

shareholders, or interest holders of the entity.

NEW SECTION. Sec. 3404. PROPERTY HELD FOR CHARITABLE PURPOSES.

(1) In a transaction under this chapter, property held for charitable

purposes by a nonprofit corporation may not be diverted from
charitable purposes.

(2) Property held by a nonprofit corporation and restricted to
charitable purposes by a gift instrument may not be diverted from the
restricted charitable purpose by a transaction under this chapter
unless modified in accordance with section 1503 of this act.

(3) Property held for charitable purposes pursuant to a trust
instrument governed by chapter 11.110 RCW in which the nonprofit
corporation is a trustee or a beneficiary may not be diverted from
the charitable purposes specified in the trust instrument unless
those purposes are modified by the court or pursuant to an agreement
between all interested parties, including the attorney general, under
chapter 11.96A RCW.

(4) Property held by a nonprofit corporation for charitable
purposes upon condition requiring return, transfer, or conveyance,
which condition occurs by reason of a transaction under this chapter,
must be returned, transferred, or conveyed in accordance with that
condition.

(5) A charitable corporation or a corporation holding property
for charitable purposes shall deliver to the attorney general of its
intent to consummate a disposition, other than a disposition
described in section 3401 of this act. The notice must be delivered
to the attorney general in the form of a record at least twenty days
before the meeting at which the proposed disposition 1s to be
approved. Such a disposition may not be implemented without the
approval of the attorney general, or the approval of the court in a
proceeding to which the attorney general is made a party. In the
event that the attorney general does not deliver a notice of
objection in the form of a record to the corporation within twenty
days after the delivery to the attorney general of notice of the
disposition, approval of the disposition is deemed to have been

given.
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(6) The notice described in subsection (5) of this section shall
include:

(a) A statement specifying how the disposition will comply with
subsections (1) through (4) of this section; and

(b) A brief description of:

(1) Real property held for charitable purposes that will be
included in the disposition, and its nature and location;

(ii) Cash, bank deposits, brokerage accounts, or other financial
assets held for charitable purposes that will be included in the
disposition in full or in part, and their approximate total fair
market value;

(1iii) Other personal property held for charitable purposes that
will be included in the disposition, and its nature and approximate
total fair market wvalue; and

(iv) Any gift restrictions applicable to any property described
in (b) (i) through (iii) of this subsection, and the nature of those

restrictions.

NEW SECTION. Sec. 3405. PROHIBITION OF FINANCIAL BENEFIT. A

person who 1is a member or otherwise affiliated with a charitable

corporation may not receive a direct or indirect financial benefit in
connection with a disposition of assets governed Dby sections 3401
through 3405 of this act unless the person 1s a charitable
corporation, the federal government, a tribal government, a state or
local government, a governmental subdivision, or an unincorporated
entity that has charitable purposes. This section does not apply to

the receipt of reasonable compensation for services rendered.

ARTICLE 5
VOLUNTARY DISSOLUTION

NEW SECTION. Sec. 3501. AUTHORIZATION OF VOLUNTARY DISSOLUTION.

(1) Unless the articles or bylaws require a greater vote, a majority

of the directors in office of a nonprofit corporation may authorize
the dissolution of any nonprofit corporation that is not a membership
corporation or 1is a membership corporation but has no members
entitled to vote on its dissolution.

(2) If a membership corporation has no members entitled to vote
on dissolution, then the corporation shall deliver notice of the

proposed dissolution to all members of the corporation at least ten
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days before the meeting at which the board 1is to authorize the
dissolution.

(3) For a membership corporation that has members that are
entitled to vote on its dissolution:

(a) The Dboard may propose dissolution for submission to the
members entitled to vote, and for such a proposal to dissolve to be
authorized:

(1) The board shall recommend dissolution to the members entitled
to vote on the dissolution, unless the board determines that because
of conflict of interest or other special circumstances it should make
no recommendation and communicates the basis for its determination to
the members entitled to vote on the dissolution;

(ii) The board may condition its submission of the proposal for
dissolution on any basis, including approval of the proposed plan of
distribution if required under section 3502 of this act;

(iii) The nonprofit corporation shall give notice to each member,
whether or not entitled to vote, of the proposed meeting of members
that includes the following statements:

(A) That the purpose, or one of the purposes, of the meeting is
to consider dissolving the corporation; and

(B) How the assets of the corporation will be distributed after
all creditors have been paid or how the distribution of assets will
be determined; and

(iv) The members entitled to vote on the dissolution shall
approve the ©proposal to dissolve as provided in (b) of this
subsection.

(b) Unless the articles, the bylaws, or the board acting pursuant
to (a) (ii) of this subsection requires a greater vote or a greater
number of members to be present, the adoption of the proposal to
dissolve by the members entitled to wvote thereon requires the
approval of at least a majority of those members at a meeting at
which a quorum is present, and, if any class of members is entitled
to vote as a separate group on the proposal, the approval by a
majority of the members in each separate voting group entitled to

vote at a meeting at which a quorum of the voting group is present.

NEW SECTION. Sec. 3502. DISTRIBUTION OF ASSETS ON DISSOLUTION.

The assets of a corporation in the process of dissolution shall be

applied and distributed in the following order:
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(1) All known liabilities and obligations of the corporation must
be paid, satisfied, and discharged, or adequate provision must be
made to pay, satisfy, and discharge those liabilities.

(2) All property held for charitable purposes by the corporation,
including all assets of a charitable corporation remaining after
satisfaction of subsection (1) of this section, must be applied and
distributed consistently with the corporation's articles, such that
property is not diverted from charitable purposes, and as follows:

(a) Property held for charitable purposes pursuant to a trust
instrument 1in which the nonprofit corporation is a trustee or a
beneficiary must be governed by and distributed in accordance with
the trust instrument and chapter 11.110 RCW, and any modification of
restrictions dimposed through the trust instrument accomplished
through an appropriate order of the court or the agreement of all
interested parties, including the attorney general, pursuant to
chapter 11.96A RCW.

(b) Property owned outright and held for charitable purposes, but
not held upon a condition requiring return, transfer, or conveyance
by reason of the dissolution and not subject to any gift restriction,
must be transferred or conveyed:

(i) To one or more entities operated exclusively for one or more
charitable purposes;

(ii) To the federal government, a tribal government, or a state
or local government for a public purpose; or

(iii) Subject to one or more gift restrictions requiring the
property to be used exclusively for the same charitable purposes for
which the dissolving corporation holds the property.

(c) Property that is subject to charitable purpose or management
or investment restrictions that do not require modification at the
time of dissolution and is not held wupon a condition requiring
return, transfer, or conveyance by reason of the dissolution must be
transferred or conveyed subject to all restrictions applicable to the
property, except to the extent restrictions are modified pursuant to
section 1503 of this act before distribution, pursuant to a plan of
distribution adopted by the board and as provided by sections 3501
through 3512 of this act.

(d) Property subject to charitable purpose or management or
investment restrictions that require modification at the time of
dissolution and are not held wupon a condition requiring return,

transfer, or conveyance by reason of dissolution, must be modified
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pursuant to section 1503 of this act before the gifts can be
distributed, pursuant to a plan of distribution adopted by the board
and as provided by this chapter.

(e) Property held for charitable purposes by the nonprofit
corporation upon condition requiring return, transfer, or conveyance,
which condition occurs by reason of the dissolution, must be
returned, transferred, or conveyed in accordance with those
requirements.

(3) Property held by a corporation wupon condition requiring
return, transfer, or conveyance, which condition occurs by reason of
the dissolution, must be returned, transferred, or conveyed 1in
accordance with the requirements of the condition.

(4) Other assets of a corporation other than a charitable
corporation, if any, must be distributed:

(a) To members or other persons in accordance with the articles
or bylaws, to the extent that the articles or bylaws determine the
rights of members to distributions upon dissolution, or provide for
distribution to other persons or classes of persons; and

(b) To the extent that the articles or bylaws do not govern
distribution of assets on dissolution, to any persons the board may

select.

NEW SECTION. Sec. 3503. CORPORATIONS HOLDING PROPERTY FOR
CHARITABLE PURPOSES. (1) A nonprofit corporation holding property for

charitable purposes, including any charitable corporation, may not

deliver articles of dissolution to the secretary of state for filing
pursuant to section 3504 of this act until it has complied with all
of the requirements of this section.

(2) A nonprofit corporation described in subsection (1) of this
section shall adopt a plan for the distribution of assets for the
purpose of authorizing any transfer or conveyance of property held
for charitable purposes, which shall:

(a) Be consistent with sections 3502 and 3506 of this act; and

(b) Include a brief description of the following:

(1) Real property held for charitable purposes, and its nature
and location;

(ii) Cash, bank deposits, brokerage accounts, or other financial
assets held for charitable purposes, and their approximate total fair

market value;
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(iii) Other personal property held for charitable purposes, and
its nature and approximate total fair market value; and

(iv) Any gift restrictions applicable to any property described
in (b) (i) through (iii) of this subsection, and the nature of those
restrictions.

(3) A plan of distribution shall be adopted in the following
manner:

(a) Where there are no members, or no members having voting
rights, a plan of distribution is adopted at a meeting of the board
upon receiving a vote of a majority of the directors in office.

(b) Where there are members having voting rights, the board shall
adopt a resolution recommending a plan of distribution and directing
the submission thereof to a vote at a meeting of members having
voting rights. Such vote may take place at the same meeting during
which members having voting rights vote upon dissolution of the
nonprofit corporation. Notice in the form of a record setting forth
the proposed plan of distribution or a summary thereof must be given
to each member, whether or not entitled to wvote at the meeting,
within the time and in the manner provided in this chapter for the
giving of notice of meetings of members. Such plan of distribution is
adopted upon receiving votes from a majority of the members entitled
to vote at a meeting at which a quorum is present, and, if any class
of members is entitled to vote as a separate group on the plan, the
approval by a majority of the members in each separate voting group
entitled to wvote at a meeting at which a quorum of the voting group
is present. If the members entitled to vote on the dissolution
approve the proposal to dissolve but do not approve the proposed plan
of distribution in all material respects, then the board may either
accept the plan of distribution, as approved by the members, or
propose a new plan of distribution to the members for approval. This
process shall continue until a plan of distribution acceptable to the
board has been approved by the members. If successive votes take
place at the same meeting of members, then no further notices or
meetings are required.

(4) A nonprofit corporation described in subsection (1) of this
section shall give the attorney general notice that it intends to
dissolve. The notice shall include:

(a) A copy of the plan of distribution proposed to be adopted in

accordance with subsection (3) of this section; and
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(b) The names and phone numbers of individuals available to
answer questions regarding the dissolution and proposed plan of
distribution.

(5) Notice required under subsection (4) of this section must be
delivered to the attorney general in the form of a record at least
twenty days before the meeting at which the proposed plan is to be
adopted. No plan of distribution for a corporation described in
subsection (1) of this section may be implemented without the
approval of the attorney general, or the approval of the court in a
proceeding to which the attorney general is made a party. In the
event that the attorney general does not deliver a notice of
objection in the form of a record to the corporation within twenty
days after the delivery to the attorney general of notice of the

plan, approval of the plan is deemed to have been given.

NEW SECTION. Sec. 3504. ARTICLES OF DISSOLUTION. (1) At any

time after dissolution is authorized, the nonprofit corporation may

dissolve Dby filing with the secretary of state articles of
dissolution, accompanied by a revenue clearance certificate issued
pursuant to RCW 82.32.260. The articles of dissolution shall set
forth:

(a) The name of the corporation;

(b) The date of its incorporation;

(c) The effective date of the dissolution, which may be the date
on which the articles of dissolution are filed or any date and time
up to thirty days thereafter;

(d) Whether it 1is a membership corporation and, 1if it is a
membership corporation, whether it has members that have a right to
vote on its dissolution;

(e) If the corporation is not a membership corporation or has no
members that have a right to vote on its dissolution, that the
dissolution was authorized by the requisite number of directors;

(f) If the corporation 1is a membership corporation that has
members that have a right to vote on its dissolution, that the
requisite number of members has approved the proposal to dissolve;

(g) Whether the corporation is a charitable corporation or is
holding property for charitable purposes;

(h) If the corporation is a charitable corporation or is holding

property for charitable purposes, that the attorney general has
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approved, or is deemed to have approved, the corporation's plan of
distribution pursuant to section 3503 (3) of this act; and

(1) That the net assets of the corporation remaining after
winding up have been, or will be, distributed in accordance with the
corporation's articles and bylaws and the corporation's adopted plan
of distribution.

(2) A nonprofit corporation is dissolved upon the effective date
of its articles of dissolution.

(3) For purposes of sections 3501 through 3512 of this act,
"dissolved corporation" means a nonprofit corporation whose articles
of dissolution have become effective and includes a liquidating
trust, if any, or other acquirer entity to which the remaining assets
of the corporation are transferred subject to its liabilities for

purposes of ligquidation.

NEW SECTION. Sec. 3505. REVOCATION OF DISSOLUTION. (1) A

nonprofit corporation may revoke its dissolution within one hundred

twenty days of the effective date of the dissolution.

(2) Revocation of dissolution must be authorized in the same
manner as the dissolution was authorized unless that authorization
permitted revocation by action of the board alone, in which event the
board may revoke the dissolution without action by the members.

(3) Except as provided in subsection (4) of this section, after
the revocation of dissolution is authorized, the nonprofit
corporation may revoke the dissolution by delivering to the secretary
of state for filing articles of revocation of dissolution, together
with a copy of its articles of dissolution, that set forth:

(a) The name of the corporation;

(b) The effective date of the dissolution that was revoked;

(c) The date that the revocation of dissolution was authorized;
and

(d) That the revocation of dissolution was approved in the manner
required by this chapter and by the articles and bylaws.

(4) A charitable corporation or a nonprofit corporation holding
property restricted to charitable purposes shall not deliver articles
of revocation of dissolution to the secretary of state for filing
without the approval of the attorney general. Such a corporation
shall give the attorney general notice in the form of a record that
it intends to revoke its dissolution, to which notice a copy of the

articles of revocation of dissolution adopted in accordance with
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subsection (2) of this section must be attached. In the event that
the attorney general does not deliver a notice of objection in the
form of a record to the corporation within twenty days after the
delivery to the attorney general of notice of the revocation of
dissolution, approval of the revocation of dissolution is deemed to
have been given.

(5) Revocation of dissolution is effective upon the effective
date of the articles of revocation of dissolution.

(6) When the revocation of dissolution is effective, it relates
back to and takes effect as of the effective date of the dissolution
and the nonprofit corporation resumes carrying on its activities as

if dissolution had never occurred.

NEW SECTION. Sec. 3506. EFFECT OF DISSOLUTION. (1) A nonprofit
corporation, the dissolution of which has been authorized, continues
its corporate existence but may not carry on any activities except
those appropriate to wind up and liquidate its affairs, including:

(a) Collecting its assets;

(b) Disposing of its properties that will not be distributed in
kind;

(c) Discharging or making provision for discharging its
liabilities;

(d) Distributing its remaining property as required by the plan
of distribution; and

(e) Doing every other act necessary to wind up and liquidate its
activities and affairs.

(2) Dissolution of or authorization to dissolve a nonprofit
corporation does not:

(a) Transfer title to the corporation's property;

(b) Subject its directors or officers to standards of conduct
different from those prescribed in sections 2402 and 2602 of this
act;

(c) Change quorum or voting requirements for its Dboard or
members; change provisions for selection, resignation, or removal of
its directors or officers or both; or change provisions for amending
its bylaws;

(d) Prevent commencement of a proceeding by or against the
corporation in its corporate name;

(e) Abate or suspend a proceeding pending by or against the

corporation on the effective date of dissolution;
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(f) Terminate the authority of the registered agent of the
corporation; or
(g) Modify any gift restriction, wunless the restriction 1is

modified in accordance with section 1503 of this act.

NEW SECTION. Sec. 3507. PROHIBITION OF FINANCIAL BENEFIT. No

person may receive a direct or indirect financial ©benefit in

connection with the dissolution of a charitable corporation unless
the person 1is an entity operated exclusively for one or more
charitable purposes, the federal government, a tribal government, a
state or 1local government, or an unincorporated entity that has
charitable purposes. This section does not apply to the receipt of

reasonable compensation for services rendered.

NEW SECTION. Sec. 3508. KNOWN CLAIMS AGAINST DISSOLVED
CORPORATION. (1) A dissolved nonprofit corporation shall deliver

notice of the dissolution in the form of a record to all of the
corporation's known claimants within thirty days of the date when the
corporation delivered articles of dissolution to the secretary of
state for filing.

(2) A dissolved nonprofit corporation may dispose of the known
claims against it by delivering a notice in the form of a record that
meets the requirements listed in subsection (3) of this section to
its known claimants at any time after the date when the corporation
delivered articles of dissolution to the secretary of state for
filing. Delivery of a notice under this subsection shall satisfy the
requirement of subsection (1) of this section if the notice 1is
delivered to all known claimants within thirty days of the date when
the corporation delivered articles of dissolution to the secretary of
state for filing.

(3) A notice to claimants under subsection (2) of this section
must:

(a) Describe information that must be included in a claim;

(b) Provide a mailing address where a claim may be sent;

(c) State the deadline, which may not be fewer than one hundred
twenty days from the effective date of the notice, by which the
dissolved nonprofit corporation must receive the claim; and

(d) State that the claim will be barred if not received by the

deadline.
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(4) A claim against the dissolved nonprofit corporation is
barred:

(a) If a claimant who was given notice under subsection (2) of
this section does not deliver the claim to the dissolved corporation
by the deadline; or

(b) If a claimant whose claim was rejected by the dissolved
corporation does not commence a proceeding to enforce the claim
within ninety days from the effective date of the rejection notice.

(5) For purposes of this section, "claim" does not include a
contingent liability or a claim based on an event occurring after the

effective date of dissolution.

NEW SECTION. Sec. 35009. OTHER CLAIMS AGAINST DISSOLVED

CORPORATION. (1) A dissolved nonprofit corporation may publish notice
of its dissolution and request that persons with claims against the
dissolved corporation present them in accordance with the notice.

(2) The notice must:

(a) Be published three times during three successive weeks in a
newspaper of general circulation in the county where the principal
office of the dissolved nonprofit corporation or, if none 1in this
state, its registered office is or was last located;

(b) Describe the information that must be included in a claim and
provide a mailing address where the claim shall be sent; and

(c) State that a claim against the dissolved corporation will be
barred unless a proceeding to enforce the claim is commenced within
three years after the last publication of the notice.

(3) If the dissolved nonprofit corporation publishes a newspaper
notice in accordance with subsection (2) of this section, then the
claim of each of the following claimants 1is barred unless the
claimant commences a proceeding to enforce the claim against the
dissolved corporation within three years after the last publication
date of the newspaper notice:

(a) A claimant who was not given notice under section 3508 of
this act;

(b) A claimant whose c¢laim was timely sent to the dissolved
corporation but not acted on; or

(c) A claimant whose claim 1is contingent or based on an event

occurring after the effective date of dissolution.
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NEW SECTION. Sec. 3510. ENFORCEMENT OF CLAIMS. A claim that is
not barred by section 3508 (4) or 3509(3) of this act may be enforced:

(1) Against the dissolved nonprofit corporation, to the extent of
its undistributed assets; or

(2) Except as provided in section 3511(4) of this act, 1if the
assets have been distributed in ligquidation, against any person,
other than a creditor of the dissolved corporation, to whom the
corporation distributed its ©property, subject to the following
restrictions:

(a) Recovery is limited to the amount of the distributee's pro
rata share of the claim or the corporate assets distributed to the
distributee in liquidation, whichever is less;

(b) A distributee's total 1liability for all claims under this
section may not exceed the total amount of assets distributed to the
distributee; and

(c) A distributee 1is only 1liable to the extent permitted by
existing common law or statutory remedies, and nothing in this

section creates a separate cause of action against a distributee.

NEW SECTION. Sec. 3511. COURT PROCEEDINGS. (1) A dissolved

nonprofit corporation that has published a notice under section 3508

of this act may file an application with the court for a
determination of the amount and form of security to be provided for
payment of claims that are contingent or have not been made known to
the dissolved corporation or that are based on an event occurring
after the effective date of dissolution but that, based on the facts
known to the dissolved corporation, are reasonably estimated to be
presented after the effective date of dissolution. Provision need not
be made for any claim that is or 1s reasonably anticipated to be
barred under section 3508 (3) of this act.

(2) Within ten days after the filing of the application, the
dissolved corporation shall give notice of the proceeding to each
claimant holding a contingent claim whose contingent claim is shown
on the records of the dissolved corporation.

(3) The court may appoint a special representative to represent
the interests of all claimants whose identities are unknown 1in any
proceeding brought under this section. The dissolved corporation
shall pay reasonable fees and expenses of the special representative,

including all reasonable expert witness fees.
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(4) Provision by the dissolved nonprofit corporation for security
in the amount and the form ordered by the court under section 3510 (1)
of this act satisfies the dissolved corporation's obligations with
respect to claims that are contingent, have not been made known to
the dissolved corporation, or are based on an event occurring after
the effective date of dissolution. Such claims may not be enforced

against a person who received assets in liquidation.

NEW SECTION. Sec. 3512. DIRECTORS' DUTIES. (1) Directors shall

cause the dissolved corporation to discharge or make reasonable

provision for the payment of claims and make distributions of assets
in accordance with the plan of distribution after payment or
provision for claims.

(2) Directors of a dissolved corporation that has disposed of
claims under section 3508, 3509, or 3511 of this act are not 1liable
for breach of subsection (1) of this section with respect to claims
against the dissolved corporation that are barred or satisfied under
section 3508, 3509, or 3511 of this act.

(3) Failure to dispose of claims under section 3508, 3509, or

3511 of this act 1is not, 1in and of itself, a violation of this

section.
ARTICLE 6
ADMINISTRATIVE AND JUDICIAL DISSOLUTION
NEW SECTION. Sec. 3601. ADMINISTRATIVE DISSOLUTION. The

secretary of state may commence a proceeding under RCW 23.95.610 to
administratively dissolve a nonprofit corporation for any reason set
forth in RCW 23.95.605.

NEW SECTION. Sec. 3602. PROCEDURE AND EFFECT OF ADMINISTRATIVE
DISSOLUTION. (1) Administrative dissolution does not terminate, bar,

or otherwise modify any claim against the administratively dissolved
corporation.

(2) A person is not liable in contract, tort, or otherwise solely
by reason of being a director, officer, or member of a nonprofit
corporation that was dissolved under sections 3601 through 3608 of
this act, with respect to the activities or affairs of the
corporation that have Dbeen continued, without knowledge of the

dissolution.
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NEW SECTION. Sec. 3603. PROPERTY HELD FOR CHARITABLE PURPOSES.

(1) If a charitable corporation, or a corporation holding property

for charitable purposes, has been administratively dissolved and has
not been reinstated, then neither the corporation nor any other
person may transfer or distribute to any other person any property
held for charitable purposes by the corporation unless the
corporation has:

(a) Adopted a plan of distribution satisfying the requirements of
section 3503(2) of this act and following the procedure set out in
section 3503 (3) of this act; and

(b) Obtained the approval or deemed approval of the attorney
general of the plan of distribution, following the procedure set out
in section 3503 (4) of this act.

(2) A corporation that has been administratively dissolved is not
required to apply for reinstatement if 1its only activities will
consist of adopting a plan of distribution, obtaining the approval or
deemed approval of the attorney general of the plan of distribution,

and distributing assets in accordance with the plan of distribution.

NEW SECTION. Sec. 3604. REINSTATEMENT OF ADMINISTRATIVELY
DISSOLVED CORPORATION. A nonprofit corporation administratively

dissolved under RCW 23.95.610 may apply to the secretary of state for
reinstatement by following the procedure and meeting the requirements
set forth in RCW 23.95.615. A  nonprofit corporation denied
reinstatement may obtain Jjudicial review of the denial within the
time specified in RCW 23.95.620.

NEW SECTION. Sec. 3605. JUDICIAL DISSOLUTION. The court may

dissolve a nonprofit corporation:

(1) in a proceeding by the attorney general, if it is established
that:

(a) The corporation obtained its articles through fraud; or

(b) The corporation has exceeded or abused, and is continuing to
exceed or abuse, the authority conferred upon it by law; or

(c) the directors are deadlocked in the management of the
corporate affairs; the members, if any, are unable to Dbreak the
deadlock; and irreparable injury to the corporation or its purposes
is threatened or being suffered because of the deadlock; or

(d) The corporation is misapplying or wasting property held for

charitable purposes;
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(2) Except as provided in the articles or bylaws, in a proceeding
by fifty members or members holding at least five percent of the
voting power, whichever is 1less, or by a director, if it is
established that:

(a) The directors are deadlocked in the management of the
corporate affairs; the members, 1if any, are unable to Dbreak the
deadlock; and irreparable injury to the corporation or its mission is
threatened or being suffered because of the deadlock;

(b) The directors or those in control of the corporation have
acted, are acting, or have expressed intent to act in a manner that
is illegal, oppressive, or fraudulent;

(c) The members are deadlocked in voting power and have failed,
for a period that includes at least two consecutive annual meeting
dates, to elect successors to directors whose terms have, or
otherwise would have, expired;

(d) The corporate assets are being misapplied or wasted; or

(e) The corporation has insufficient assets to continue 1its
activities and it is no longer able to assemble a quorum of directors
or members;

(3) In a proceeding by a creditor, if it is established that:

(a) The <creditor's claim has been reduced to Jjudgment, the
execution on the Jjudgment returned unsatisfied, and the corporation
is insolvent; or

(b) The corporation has admitted in a record that the creditor's
claim is due and owing and the corporation is insolvent; or

(4) In a proceeding by the corporation to have its wvoluntary

dissolution continued under court supervision.

NEW SECTION. Sec. 3606. PROCEDURE FOR JUDICIAL DISSOLUTION. (1)

It 1is not necessary to make directors or members parties to a
proceeding to dissolve a nonprofit corporation unless relief is
sought against them individually.

(2) A person commencing a proceeding to dissolve a nonprofit
corporation shall notify the attorney general of the proceeding in
the form of a record if:

(a) The corporation is recognized by the internal revenue service
as an organization described in section 501 (c) (3) of the Internal

Revenue Code; or
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(b) The person bringing the proceeding knows that the nonprofit
corporation 1s a charitable corporation or has property held for
charitable purposes.

(3) The court in a proceeding brought to dissolve a nonprofit
corporation may issue 1injunctions, take other action required to
preserve the corporate assets wherever located, and carry on the

activities of the corporation until a full hearing can be held.

NEW SECTION. Sec. 3607. RECEIVERSHIP. The court in a Jjudicial

proceeding brought to dissolve a nonprofit corporation may appoint

one or more receivers to wind up and liguidate, or to manage, the

affairs of the corporation, pursuant to chapter 7.60 RCW.

NEW SECTION. Sec. 3608. DECREE OF DISSOLUTION. (1) If, after a

hearing, the court determines that one or more grounds for Jjudicial

dissolution described in section 3605 of this act exist, then it may
enter a decree dissolving the nonprofit corporation and specifying
the effective date of the dissolution, and the clerk of the court
shall deliver a certified copy of the decree to the secretary of
state, who shall file it.

(2) After entering a decree of dissolution, the court shall
direct the winding up and liquidation of the nonprofit corporation's
affairs in accordance with section 3506 of this act and the
notification of claimants in accordance with sections 3508 and 3509
of this act.

PART IV
ACTIONS INVOLVING NONPROFIT CORPORATIONS
ARTICILE 1
SUPERVISION OF PROPERTY HELD FOR CHARITABLE PURPOSES

NEW SECTION. Sec. 4101. NOTICE TO ATTORNEY GENERAL. (1) Every

notice to the attorney general required under this chapter must be

served upon the attorney general. Service upon the attorney general
must be wvia United States mail, postage prepaid, or by other means as
authorized by the attorney general.

(2) Every notice to the attorney general under this chapter shall
identify the provisions of this chapter relevant to the subject

matter of the notice.
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(3) Any person that has commenced any proceeding which this
chapter authorizes the attorney general to bring, including but not
limited to any proceeding involving a charitable corporation or
property held for charitable purposes brought under section 1502,
1505, 2702, 3510, 3605, or 4203 of this act, shall serve notice of
the commencement of the proceeding upon the attorney general. Any
other party to such a proceeding may serve notice of the commencement
of the proceeding upon the attorney general. To be valid, the notice
must identify that it is being given pursuant to this subsection. The
attorney general may waive this notice at any time.

(4) Notice to the attorney general is effective:

(a) Five days after its deposit in the United States mail, only
if the postage is paid and the notice is correctly addressed; or

(b) When given, if the notice 1is delivered in any other manner

that the attorney general has authorized.

NEW SECTION. Sec. 4102. ACTIONS TO SECURE PROPERTY HELD FOR
CHARITABLE PURPOSES. The attorney general may commence in the court

described in section 1105 of this act any action or proceeding to:

(1) Ensure compliance by a nonprofit corporation, or its members,
directors, officers, employees, or agents, with any provision of this
chapter that governs the distribution, disposition, management, or
expenditure of, or reporting obligations relating to, any property
held for charitable purposes;

(2) Secure the proper administration of a charitable corporation,
or of property held for charitable ©purposes Dby a nonprofit
corporation, when reasonably necessary to protect property held for
charitable purposes; and

(3) Restrain and prevent any act that violates any provision of
this chapter that governs the distribution, disposition, management,
or expenditure of, or reporting obligations relating to, any property

held for charitable purposes.

NEW SECTION. Sec. 4103. ATTORNEY GENERAL'S RIGHT TO INTERVENE.

The attorney general, as of right, may intervene in any proceeding

that has been commenced by a person other than the attorney general
if the attorney general is otherwise authorized to bring such a

proceeding under this chapter.
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NEW SECTION. Sec. 4104. ATTORNEY GENERAL'S INVESTIGATIVE POWER.

Upon reasonable suspicion that there has been a violation of any
provision of this chapter that governs the distribution, disposition,
management, or expenditure of, or reporting obligations relating to,
any property held for charitable purposes, or that a charitable
corporation or property held for charitable purposes by a nonprofit
corporation has been improperly administered, the attorney general
may institute an investigation for the purpose of determining whether

there has been such a violation or improper administration.

NEW SECTION. Sec. 4105. CIVIL INVESTIGATIVE DEMANDS. (1) The

attorney general may, before the institution of a civil proceeding

arising from an investigation instituted under section 4104 of this
act, execute in writing and cause to be served upon a person a civil
investigative demand requiring the person to produce documentary
material and permit inspection and copying, to answer 1in writing
written interrogatories, to give oral testimony, or any combination
of those demands, whenever the attorney general believes that the
person:

(a) May be in possession, custody, or control of any original or
copy of any record, —report, memorandum, paper, communication,
tabulation, map, chart, photograph, mechanical transcription, or
other document or recording, wherever situated, which the attorney
general reasonably believes to be relevant to the subject matter of
any investigation instituted under section 4104 of this act; or

(b) May have knowledge of any information which the attorney
general reasonably believes to be relevant to the subject matter of
any such investigation.

(2) The provisions of RCW 19.86.110 (2) through (9) except for
RCW 19.86.110(7) (b) and (c), shall apply to every civil
investigative demand issued under this section.

(3) With respect to a civil investigative demand issued under
this section, the venue for filing a petition to extend a return date
under RCW 19.86.110(8) or a petition for an order of enforcement
under RCW 19.86.110(9) shall include any court described in section
1105 of this act.

(4) The attorney general may provide copies of documentary
material, answers to written interrogatories, or transcripts of oral
testimony provided under this section to an official of this state,

another state, or the federal government who 1s charged with the
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enforcement of state or federal laws related to the protection or
regulation of property held for charitable purposes, provided that
before the disclosure the receiving official agrees in the form of a
record that the information may not be disclosed to anyone other than
that official or the official's authorized employees or agents.
Material provided under this subsection is subject to the limitations
on disclosure contained in RCW 19.86.110(7) (a), and, where
applicable, Title 5 U.S.C. Sec. 552, and may not be introduced as
evidence in a criminal prosecution.

(5) The attorney general may use such copies of documentary
material, answers to written interrogatories, or transcripts of oral
testimony as the attorney general determines necessary in the
enforcement of any provision of this chapter that governs the
distribution, disposition, management, or expenditure of, or
reporting obligations relating to, any property held for charitable
purposes, including presentation before any court, provided, however,
that any such material, answers to written interrogatories, or
transcripts of oral testimony which contain trade secrets shall not
be presented except with the approval of the court in which the
action is pending after adequate notice to the person furnishing such

material, answers to written interrogatories, or oral testimony.

NEW SECTION. Sec. 4106. RELIGIOUS CORPORATIONS. The attorney

general shall not commence any action under section 4102 of this act

against a religious corporation; intervene 1in any action under
section 4103 of this act involving a religious corporation; institute
any 1investigation under section 4104 of this act, the subject of
which 1is a religious corporation; or serve any civil investigative
demand under section 4105 of this act on a religious corporation,
unless for the purposes of this section only:

(1) The basis for the action, investigation, or civil
investigative demand is the attorney general's knowledge of facts,
circumstances, or results that property held Dby the religious
corporation for charitable purposes has been, is threatened to be, or
is about to be distributed in violation of section 1406 of this act;

(2) The Dboard of directors of the religious corporation has
adopted a resolution in the form of a record requesting the attorney
general's involvement in the action or investigation; or

(3) The attorney general has knowledge of facts, circumstances,

or results indicating that the religious corporation has no directors
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in office, in which case the attorney general may investigate the
issue of whether the religious corporation has directors in office,
and, 1f necessary, appoint one or more directors of the religious
corporation following the procedure set out in section 2410(4) of
this act.

NEW SECTION. Sec. 4107. ASSURANCES OF DISCONTINUANCE. In the

enforcement of the provisions of this chapter that govern the

distribution, disposition, or expenditure of, or reporting
obligations relating to, property held for charitable purposes, the
attorney general may accept an assurance of discontinuance of any act
or practice deemed in violation of such provision, from any person
engaging in, or who has engaged in, such act or practice. Any such
assurance must be in writing and be filed with and subject to the
approval of the court. Such assurance of discontinuance is not an
admission of a violation for any purpose, but proof of failure to
comply with the assurance of discontinuance is prima facie evidence

of a violation of this chapter.

NEW SECTION. Sec. 4108. CIVIL PENALTIES, COSTS, AND FEES. (1)

Pursuant to an action by the attorney general, a person shall forfeit

and pay a civil penalty of not more than five thousand dollars for
each violation if such person:

(a) Engages 1in conduct that violates any provision of this
chapter governing the distribution, disposition, management, or
expenditure of, or reporting obligations relating to, property held
for charitable purposes, intending or knowing that such conduct was
in violation of this chapter;

(b) As a director or officer of a corporation, votes for or
assents to a distribution of property held for charitable purposes
that would give rise to liability under section 2702 of this act; or

(c) Receives any portion of a distribution described in (b) of
this subsection knowing that the distribution was made in violation
of this chapter.

(2) Any person who shall violate the terms of any injunction
issued pursuant to an action by the attorney general under section
4102 of this act shall forfeit and pay a civil penalty of not more
than twenty-five thousand dollars for each violation.

(3) At the discretion of the court, the attorney general is

entitled to recovery of 1its costs and fees incurred 1in securing
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compliance with the provisions of this chapter governing the
distribution, disposition, management, or expenditure of, or
reporting obligations relating to, property held for charitable

purposes.

NEW SECTION. Sec. 41009. CHARITABLE ASSET PROTECTION ACCOUNT.

(1) The Washington state attorney general charitable asset protection

account is created in the custody of the state treasurer. Only the
attorney general or the attorney general's designee may authorize
expenditures from the account. Moneys in the account shall be used
exclusively for:

(a) The costs associated with the attorney general's enforcement
of the provisions of this chapter governing the distribution,
disposition, management, or expenditure of, or reporting obligations
relating to, property held for charitable purposes, or the proper
administration of a charitable corporation or property held for
charitable purposes;

(b) The costs associated with the attorney general's review and
handling of notices and requests submitted to the attorney general
under the provisions of this chapter including, but not limited to,
binding agreements described in section 1504 of this act, major
changes in purposes or programs reported under section 1205 of this
act, and notices of proposed transactions under sections 3101 through
3608 of this act;

(c) The costs associated with the attorney general's review and
handling of notices and requests submitted to the attorney general in
connection with the release or modification under RCW 24.55.045 of
restrictions applicable to institutional funds;

(d) The costs associated with the attorney general's supervision
of charitable trusts under the authority granted in chapter 11.110
RCW, including review and handling of binding agreements under
chapter 11.96A RCW, involving assets held in charitable trust; and

(e) The charitable solicitation education program.

An appropriation is not required for expenditures, but the
account 1is subject to allotment procedures under chapter 43.88 RCW.

(2) The secretary of state shall collect and place into the
Washington state attorney general charitable asset protection account
a charitable asset protection fee, 1in addition to fees that the
secretary of state may set under section 1207 of this act, for
filing:
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(a) Annual reports under section 1204 of this act;

(b) Articles of incorporation of newly formed corporations under
section 1303 of this act;

(c) Articles of domestication under section 3309 of this act; and

(d) Articles of domestication and conversion under section 3318
of this act.

(3) The charitable asset protection fee 1is fifty dollars per
year, reduced to ten dollars if the corporation certifies that its
total gross revenue in the most recent fiscal year was less than five
hundred thousand dollars.

ARTICLE 2
CONTESTED CORPORATE ACTION

NEW SECTION. Sec. 4201. DEFINITIONS. This section and sections

4202 and 4203 of this act apply to, and the term "corporate action"
in this section and sections 4202 and 4203 of this act means, any of
the following actions:

(1) The election, appointment, designation, or other selection
and the suspension, removal, or expulsion of members, delegates,
directors, or officers of a nonprofit corporation;

(2) The taking of any action on any matter that:

(a) Is required under this chapter or any other provision of law
to be submitted for approval of or adoption by the members,
delegates, directors, or officers of a nonprofit corporation;

(b) Under the articles or bylaws may be submitted for approval of
or adoption by the members, delegates, directors, or officers of a
nonprofit corporation; or

(c) Is in fact approved or adopted by the members, delegates,

directors, or officers of a nonprofit corporation.

NEW SECTION. Sec. 4202. PROCEEDINGS PRIOR TO CORPORATE ACTION.

(1) Where under applicable law or the articles or bylaws of a

nonprofit corporation there has been a failure to hold a meeting to
take corporate action and the failure has continued for thirty days
after the date designated or appropriate therefor, the court may
summarily order a meeting to be held upon the application of any
person entitled, either alone or in conjunction with other persons

similarly seeking relief under this section, to call a meeting to
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consider the corporate action in issue, and, 1n the <case of a
charitable corporation, upon the application of the attorney general.
(2) The court may determine the right to vote at the meeting of
persons claiming that right, may appoint an individual to hold the
meeting under such orders and powers as the court may deem proper,
and may take such action as may be required to give due notice of the
meeting and convene and conduct the meeting in the interests of

justice.

NEW SECTION. Sec. 4203. REVIEW OF CONTESTED CORPORATE ACTION.

(1) Except as provided in subsection (3) of this section, upon

petition of a person whose status as, or whose rights or duties as, a
member, delegate, director, or officer of a corporation are or may be
affected by any corporate action, or, in the case of a charitable
corporation, the attorney general, the court may hear and determine
the wvalidity of the corporate action. The petitioner shall provide
notice of the proceeding to every other person the petitioner knows,
or should reasonably know, to be affected by the proceeding.

(2) The court may make such orders in any such case as may be
just and proper, with power to enforce the production of any books,
papers, and records of the corporation and other evidence that may
relate to the issue, and may provide for notice of the proceeding to
other parties 1f necessary. If it 1s determined that no wvalid
corporate action has been taken, the court may order a meeting to be
held in accordance with section 4202 of this act.

(3) If a nonprofit corporation has provided in its articles or
bylaws for a means of resolving a challenge to a corporate action,
then subsection (1) of this section shall not apply, except in the
case of actions brought by the attorney general with respect to
corporate actions of charitable corporations. The court may enforce

provisions of the articles or bylaws if appropriate.

PART V
REVISIONS TO EXISTING STATUTES
ARTICILE 1
SUBSTANTIVE AMENDMENTS

Sec. 5101. RCW 11.110.020 and 1985 ¢ 30 s 114 are each amended

to read as follows:
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( (Whea—used—3nr)) The definitions in this section apply throughout

this chapter((+)) unless the context clearly requires otherwise
( (reguiress)) .
(1) "Person" means an individual, organization, group,

association, partnership, corporation, or any combination of them.

(2) (a) "Trustee" means ((Hr)):

(i) Any person holding property in trust for a public charitable
purpose; except the United States, 1its states, territories, and
possessions, the District of Columbia, Puerto Rico, and their
agencies and subdivisions; ((ard—2)))

(ii) A corporation formed for the administration of a charitable

trust ((e=x)); and

(iii) Any person holding assets subject to limitations permitting
their use only for charitable, religious, eleemosynary, benevolent,
educational, or similar purposes ( (+—PROVIEDED—Fhat) ).

(b) Unless they are described in (a) (1) or (ii) of this

subsection, the term "trustee" does not apply to ((f=r))_:

(1) Washington nonprofit corporations incorporated under chapter

24.-— RCW (the new chapter created in section 6101 of this act) or to

which chapter 24.-- RCW (the new chapter created in section 6101 of

this act) applies through operation of section 1107 of this act;

(ii) Religious corporations duly organized and operated in good
faith as religious organizations, which have received a declaration
of current tax exempt status from the government of the United
States; their duly organized branches or chapters; and charities,
agencies, and organizations affiliated with and forming an integral
part of said organization, or operated, supervised, or controlled
directly by such religious corporations nor any officer of any such
religious organization who holds property for religious purposes( (=
PROVEIPED;—TFhat) ). However, if such organization has not received from

the United States government a declaration of current tax exempt
status prior to the time it receives property under the terms of a
charitable trust, this exemption shall be applicable for two years
only from the time of receiving such property, or until such tax
exempt status is finally declared, whichever is sooner; or ((s)))
(iidi) An educational institution which is nonprofit and
charitable, having a program of primary, secondary, or collegiate
instruction comparable 1in scope to that of any public school or
college operated by the state of Washington or any of its school

districts.
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Sec. 5102. RCW 23.95.255 and 2017 ¢ 31 s 2 are each amended to
read as follows:

(1) A domestic entity other than a limited liability partnership
or nonprofit corporation shall, within one hundred twenty days of the
date on which its public organic record became effective, deliver to
the secretary of state for filing an