
Senate Engrossed House B i l l  

S t a t e  o f  A r i z o n a  
House o f  Represen ta t i ves  
F o r t y  -second L e g i s l a t u r e  
Second Regular  Sess ion 
1996 

CHAPTER 35 

FILED 
Jane Dee Hull 

Secretary of State 

HOUSE BILL 2084 

AN ACT 

AMENDING SECTIONS 10-202. 10-801. 10-850. 10-851. 10-853. 10-854, 10-857, 
10-858, 10-1002. 10-1008. 10-1401. 10-1503, 10-1504. 10-1601. 10-1620, 
10-2201. 10-2210. 10-2215, 10-2220. 10-2223, 10-2224. 10-2225. 10-2226, 
10-2227. 10-2231. 10-2244, 10-2245 AN0 10-2246. ARIZONA REVISED STATUTES; 
REPEALING SECTIDN 10-856. ARIZONA REVISED STATUTES; AMENDING TITLE 10, 
CHAPTER 8. ARTICLE 5. ARIZONA REVISED STATUTES. BY ADDING A NEW SECTION 
10-856; AMENDING TITLE 10, CHAPTER 20, ARTICLE 3. ARIZONA REVISED STATUTES, 
BY ADDING SECTION 10-2228: RELATING TO CORPORATIONS AND PROFESSIONAL 
CORPORATIONS. 

Be i t  e n a c t e d  by  t h e  L e g i s l a t u r e  o f  t h e  S t a t e  o f  Ar izona: 
S e c t i o n  1. S e c t i o n  10-202. A r i zona  Revised S t a t u t e s .  i s  amended t o  

read:  
10-202. A r t i c l e s  o f  i n c o r D o r a t i o n  and c e r t i f i c a t e  o f  

d i s c l o s u r e :  v i o l a t i o n :  c l a s s i f i c a t i o n  
A. The a r t i c l e s  o f  i n c o r p o r a t i o n  s h a l l  s e t  f o r t h :  
1. A c o r p o r a t e  name f o r  t h e  c o r p o r a t i o n  t h a t  s a t i s f i e s  t h e  

r e q u i r e m e n t s  o f  s e c t i o n  10-401. 
2. The number o f  shares t h e  c o r p o r a t i o n  i s  a u t h o r i z e d  t o  i s s u e .  
3. A b r i e f  s ta tement  o f  t h e  c h a r a c t e r  o f  business t h a t  t h e  c o r p o r a t i o n  

i n i t i a l l y  i n t e n d s  t o  a c t u a l l y  conduct  i n  t h i s  s t a t e .  T h i s  s ta tement  does n o t  
c o n s t i t u t e  a l i m i t a t i o n  on t h e  c h a r a c t e r  o f  bus iness t h a t  t h e  c o r p o r a t i o n  
u l t i m a t e l y  may conduct .  

4. The name and address o f  each person who i s  t o  s e r v e  as a d i r e c t o r  
u n t i l  a successor  i s  e l e c t e d  and q u a l i f i e s .  

5. The name and s t r e e t  address o f  t h e  c o r p o r a t i o n ' s  s t a t u t o r y  agent .  
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6. The s t r e e t  address o f  t h e  known place o f  business f o r  t h e  
corpora t ion .  i f  d i f f e r e n t  from t h a t  o f  i t s  s t a t u t o r y  agent. 

7 .  The name and address o f  each i nco rpo ra to r .  
8. Any p rov i s ion  e lec ted  by t h e  i nco rpo ra to rs  t h a t  under chapters 1 

through 17 o f  t h i s  t i t l e  o r  any other  law o f  t h i s  s t a t e  may be e lec ted  on l y  
by s p e c i f i c  i n c l u s i o n  i n  t h e  a r t i c l e s  o f  i nco rpo ra t i on .  

9 .  The s ignatures o f  a l l  i nco rpo ra to rs .  
B. The a r t i c l e s  o f  i nco rpo ra t i on  skbFF MAY se t  f o r t h :  
1. A p r o v i s i o n  e l i m i n a t i n g  o r  

l i m i t i n g  the  l i a b i l i t y  o f  a  d i r e c t o r  t o  t h e  co rpo ra t i on  o r  i t s  shareholders 
f o r  money damages f o r  any a c t i o n  taken o r  any f a i l u r e  t o  take  any a c t i o n  as 
a d i r e c t o r ,  except l i a b i l i t y  f o r  any o f  t h e  fo l l ow ing :  

( a )  The amount o f  a  f i nanc ia l  b e n e f i t  received by a d i r e c t o r  t o  which 
t h e  d i r e c t o r  i s  no t  e n t i t l e d .  

(b )  An i n t e n t i o n a l  i n f l i c t i o n  o f  harm on t h e  co rpo ra t i on  or  t h e  
shareholders. 

( c )  A  v i o l a t i o n  o f  sec t i on  10-833. 
(d )  An i n t e n t i o n a l  v i o l a t i o n  o f  c r i m i n a l  l a w .  
2. A P R O V I S I O N  PERMITTING OR M A K I N G  OBLIGATORY INDEMNIFICATION OF A 

DIRECTOR FOR LIABILITY, AS DEFINED I N  SECTION 10-850. TO ANY PERSON FOR ANY 
ACTION TAKEN, OR ANY FAILURE TO TAKE ANY ACTION. AS A  DIRECTOR. EXCEPT 
LIABILITY FOR ANY OF THE EXCEPTIONS DESCRIBED I N  PARAGRAPH 1. SUBDIVISIONS 
( a ) .  (b ) ,  ( c )  AND ( d )  OF THIS SUBSECTION. 

& 3. Any other  p rov i s ion ,  n o t  i n c o n s i s t e n t  w i t h  la- 

C. The a r t i c l e s  o f  i nco rpo ra t i on  need n o t  s e t  f o r t h  any of t h e  
corporate powers enumerated i n  chapters 1 through 17 o f  t h i s  t i t l e .  

0. The c e r t i f i c a t e  o f  d isc losure  s h a l l  s e t  f o r t h  a l l  o f  t h e  fo l low ing:  
1. The fo l l ow ing  in format ion regarding a l l  persons who a t  t h e  t ime o f  

i t s  d e l i v e r y  are o f f i c e r s .  d i r e c t o r s .  t r us tees ,  i nco rpo ra to rs  and persons 
c o n t r o l l i n g  o r  hold ing over t en  per cent o f  t h e  issued and outstanding common 
shares o r  t en  per  cent o f  any other  p r o p r i e t a r y ,  b e n e f i c i a l  o r  membership 
i n t e r e s t  i n  the  corporat ion:  

(a )  Whether any o f  the  persons have been conv ic ted  o f  a  fe lony  
i n v o l v i n g  a  t ransac t i on  i n  s e c u r i t i e s ,  consumer f raud  o r  a n t i t r u s t  i n  any 
s t a t e  o r  federa l  j u r i s d i c t i o n  w i t h i n  t h e  seven year  pe r iod  immediately 
preceding t h e  execut ion o f  t h e  c e r t i f i c a t e .  

( b )  Whether any o f  t h e  persons have been conv ic ted  o f  a f e lony ,  t h e  
essent ia l  elements o f  which consis ted o f  f raud .  misrepresentat ion,  t h e f t  by 
f a l s e  pretenses o r  r e s t r a i n t  o f  t r ade  o r  monopoly i n  any s t a t e  or  federa l  
j u r i s d i c t i o n  w i t h i n  the  seven year per iod  immediately preceding t h e  execut ion 
o f  t h e  c e r t i f i c a t e .  

( c )  Whether any o f  the  persons a r e  o r  have been sub jec t  t o  an 
i n junc t i on .  judgment. decree o r  permanent o rder  o f  any s t a t e  o r  federa l  cour t  
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entered w i t h i n  the seven year  pe r iod  immediately preceding the  execut ion o f  
the  c e r t i f i c a t e ,  i f  t h e  i n j u n c t i o n ,  judgment, decree o r  permanent order 
invo lved any o f  the  f o l l o w i n g :  

(i) The v i o l a t i o n  o f  f raud  o r  r e g i s t r a t i o n  prov is ions  o f  the 
s e c u r i t i e s  laws o f  t h a t  j u r i s d i c t i o n .  

(ii) The v i o l a t i o n  o f  t h e  consumer f raud  laws o f  t h a t  j u r i s d i c t i o n .  
(iii) The v i o l a t i o n  o f  t h e  a n t i t r u s t  o r  r e s t r a i n t  o f  t r ade  l a w s  o f  

t h a t  j u r i s d i c t i o n .  
( d l  With regard t o  any o f  t h e  persons who have been convicted o f  the  

crimes o r  who are t h e  sub jec t  o f  t h e  j u d i c i a l  a c t i o n  described i n  
subd iv is ions  ( a ) .  (b )  and ( c )  o f  t h i s  paragraph. i n fo rma t ion  regarding: 

(i) I d e n t i f i c a t i o n  o f  t h e  persons, i n c l u d i n g  present f u l l  name. a l l  
p r i o r  names o r  a l iases ,  i n c l u d i n g  f u l l  b i r t h  name, present home address, a l l  
p r i o r  addresses f o r  t h e  immediately preceding seven year per iod,  date and 
l o c a t i o n  o f  b i r t h  and s o c i a l  s e c u r i t y  number. 

(ii) The nature and desc r ip t i on  o f  each conv i c t i on  o r  j u d i c i a l  act ion.  
the date and l oca t i on ,  t h e  cou r t  and p u b l i c  agency involved. and the f i l e  o r  
cause number o f  the  case. 

2. A b r i e f  statement d i s c l o s i n g  whether any persons who a t  t h e  t ime 
o f  i t s  de l i ve ry  are o f f i c e r s .  d i rec to rs .  t rus tees ,  incorporators and persons 
c o n t r o l l i n g  o r  ho ld ing  over twenty per  cent  o f  t h e  issued and outstanding 
common shares o r  twenty per  cent  o f  any o ther  p rop r ie ta ry .  b e n e f i c i a l  o r  
membership i n t e r e s t  i n  t h e  co rpo ra t i on  and who have served i n  any such 
capacity o r  held a twenty per  cent  i n t e r e s t  i n  any o the r  corporat ion on the 
bankruptcy, rece iversh ip  o r  char te r  revocat ion o f  t h e  other  corporat ion. I f  
so, f o r  each corpora t ion .  t h e  c e r t i f i c a t e  s h a l l  inc lude:  

(a) The names and addresses o f  each corpora t ion  and t h e  person or  
persons invo lved.  

(b )  The s t a t e  i n  which each corpora t ion :  
(i) Was incorporated.  
(ii) Transacted business. 
( c )  The dates o f  corpora te  operat ion.  
3. The s ignatures  o f  a l l  o f  t h e  i nco rpo ra to rs .  
4. The date o f  i t s  execution, which s h a l l  be no t  more than t h i r t y  days 

before i t s  d e l i v e r y  t o  t h e  commission. 
5. A dec la ra t ion  by each s igner  t h a t  he swears t o  i t s  contents under 

penal ty  o f  law. 
E. The c e r t i f i c a t e  o f  d i sc losu re  may s e t  f o r t h  the  name and address 

o f  any other  person whom t h e  i nco rpo ra to rs  e l e c t  t o  be the  subject  o f  those 
d isc losures  requ i red  under subsect ion D, paragraph 1 o f  t h i s  sect ion.  

F. I f  w i t h i n  s i x t y  days a f t e r  d e l i v e r i n g  the  a r t i c l e s  o f  incorpora t ion  
and c e r t i f i c a t e  o f  d i s c l o s u r e  t o  t h e  commission any person becomes an 
o f f i c e r ,  d i r e c t o r .  t r u s t e e  o r  person c o n t r o l l i n g  or  ho ld ing  over ten per cent 
o f  t h e  issued and outs tand ing  shares or  t en  per  cent o f  any other  
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proprie tary.  beneficial or membership i n t e r e s t  i n  the  corporation a n d  the  
person was not the subject  of the disclosures s e t  for th  in the  c e r t i f i c a t e  
of disclosure.  the incorporators o r ,  i f  the organization of the  corporation 
has been completed a s  provided in section 10-205, the corporation shall  
execute and deliver t o  the commission within the  s ix ty  day period a 
declarat ion,  sworn t o  under penalty of law. s e t t i ng  for th  a l l  information 
required by subsection D .  paragraph 1 of t h i s  section regarding the person. 
If the  incorporators o r ,  as applicable. the  corporation f a i l  t o  comply w i t h  
t h i s  subsection. the  commission shall  administratively dissolve the  
corporation pursuant t o  section 10-1421. 

6. If any of t he  persons described i n  subsection D. paragraph 1 of 
t h i s  section have been convicted of the  crimes o r  are the  subject of the  
judicial  action described in subsection D ,  paragraph 1 of t h i s  section.  the  
commission may d i rec t  detailed interrogatories t o  the  persons requiring any 
addit ional relevant information deemed necessary by the commission. The 
interrogatories shall  be completely answered within t h i r t y  days a f t e r  mailing 
of the  interrogator ies .  With respect t o  corporations incorporating or  
seeking authority t o  transact  business, a r t i c l e s  of incorporation or an 
appl icat ion fo r  authority shall  not be f i l e d  unti l  a l l  outstanding 
in te r roga tor ies  have been answered to  the sa t i s fac t ion  of the  commission. 
W i t h  respect t o  exis t ing domestic and foreign corporations. i f  the  
in te r roga tor ies  a re  not answered as provided in  t h i s  subsection or  t he  
answers t o  the  interrogator ies  otherwise indicate proper grounds for  a- A N  
administrative dissolution.  the commission shall  i n i t i a t e  an administrative 
dissolut ion i n  accordance with chapters 1 through 17 of t h i s  t i t l e .  

H .  On a  quarterly updated basis. the commission shall  provide t o  the  
attorney general a l i s t  of a l l  persons who are convicted of the  crimes or who 
are the  subject of the  judicial action described in  subsection D ,  paragraph 
1 of t h i s  section as indicated by the cer t i f i ca tes  of disclosure f i l ed  during 
the  preceding three months. 

I .  Any person who executes or  contributes information for  a 
c e r t i f i c a t e  of disclosure and who intentionally makes any untrue statement 
of material f a c t  or withholds any material f a c t  with regard t o  the  
information required in subsection D, paragraph 1 of t h i s  section i s  gui l ty  
of a c l a s s  6 felony. 

Sec. 2. Section 10-801. Arizona Revised Statutes. i s  amended to  read: 
10-801. Board of di rectors  
A. NOTWITHSTANDING SECTION 10-732. each corporation shall  have a board 

of d i r ec to r s .  
B. All corporate powers shall be exercised by or under the authority 

of and the  business a n d  a f fa i r s  of the corporation shall  be managed under the  
direction of i t s  board of di rectors ,  subject t o  any l imita t ion s e t  for th  in 
the a r t i c l e s  of incorporation or i n  an agreement authorized under section 
10-732. 
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Sec. 3. Sect ion 10-850, Arizona Revised Statutes, i s  amended t o  read: 
10-850. D e f i n i t i o n s  
I n  t h i s  a r t i c l e .  unless t h e  contex t  otherwise requ i res :  
1. "Corporation" inc ludes any domestic o r  f o r e i g n  predecessor e n t i t y  

o f  a corporat ion i n  a merger o r  other  t ransac t ion  i n  which t h e  predecessor's 
ex is tence ceased on consummation o f  t h e  t ransac t ion .  

2. "D i rec to r "  means an i n d i v i d u a l  who i s  o r  was a d i r e c t o r  o f  a 
co rpo ra t i on  o r  an i n d i v i d u a l  who, w h i l e  a d i r e c t o r  o f  a corpora t ion .  i s  o r  
was serv ing a t  t h e  corpora t ion 's  request as a d i r e c t o r .  o f f i c e r ,  pa r tne r .  
t r u s t e e ,  employee o r  agent o f  another f o re ign  or  domestic corpora t ion .  
par tnership,  j o i n t  venture, t r u s t ,  employee b e n e f i t  p lan  o r  other  e&e+pke 
ENTITY. A d i r e c t o r  i s  considered t o  be serv ing  an employee b e n e f i t  p lan  a t  
the  corpora t ion 's  request i f  kCs THE DIRECTOR'S du t i es  t o  t h e  corpora t ion  
a l so  impose d u t i e s  on o r  otherwise i n v o l v e  services by k)Rt THE DIRECTOR t o  
t h e  p lan or  t o  p a r t i c i p a n t s  i n  o r  b e n e f i c i a r i e s  o f  t h e  p lan.  D i r e c t o r  
inc ludes  t h e  e s t a t e  o r  personal rep resen ta t i ve  o f  a d i r e c t o r .  

3 .  "Expenses" inc ludes at torney fees and a l l  o ther  costs and expenses 
reasonably r e l a t e d  t o  a proceeding. 

4. " L i a b i l i t y "  means the  o b l i g a t i o n  t o  pay a judgment. set t lement .  
penal ty  o r  f i n e ,  i n c l u d i n g  an excise t a x  assessed w i th  respect t o  an employee 
b e n e f i t  p lan ,  o r  reasonable expenses i ncu r red  w i t h  respect  t o  a proceeding 
and inc ludes o b l i g a t i o n s  and expenses t h a t  have no t  y e t  been pa id  by the  
indemni f ied person bu t  t h a t  have been o r  may be incur red .  

5. "OFFICER" MEANS AN INDIVIDUAL WHO I S  OR WAS AN OFFICER OF A 
CORPORATION OR AN INDIVIDUAL WHO, WHILE AN OFFICER OF A CORPORATION. I S  OR 
WAS SERVING AT THE CORPORATION'S REQUEST AS A DIRECTOR. OFFICER. PARTNER, 
TRUSTEE. EMPLOYEE OR AGENT OF ANOTHER FOREIGN OR DOMESTIC CORPORATION. 
PARTNERSHIP. JOINT VENTURE. TRUST. EMPLOYEE BENEFIT PLAN OR OTHER ENTITY. 
AN OFFICER I S  CONSIDERED TO BE SERVING AN EMPLOYEE BENEFIT PLAN AT THE 
CORPORATION'S REQUEST I F  THE OFFICER'S DUTIES TO THE CORPORATION ALSO IMPOSE 
DUTIES ON OR OTHERWISE INVOLVE SERVICES BY THE OFFICER TO THE PLAN OR TO 
PARTICIPANTS I N  OR BENEFICIARIES OF THE PLAN. OFFICER INCLUDES THE ESTATE 
OR PERSONAL REPRESENTATIVE OF AN OFFICER. 

5;- 6. " O f f i c i a l  capaci ty"  means, i f  used w i t h  respect  t o  a d i r e c t o r .  
t h e  o f f i c e  o f  d i r e c t o r  i n  a co rpo ra t i on  and. i f  used w i t h  respect  t o  an 
. . .  P OFFICER as contemplated i n  sec t ion  10-856. 
the  o f f i c e  i n  a corpora t ion  held by t h e  o f f i c e r  - - - 

.z, b 8 

e w p e a H m .  O f f i c i a l  capaci ty  does n o t  inc lude se rv i ce  f o r  any other  
f o r e i g n  o r  domestic co rpo ra t i on  o r  any par tnersh ip .  j o i n t  venture, t r u s t ,  
employee b e n e f i t  p lan  o r  o ther  e&wp4+e ENTITY. 

6 7. "Outside d i r e c t o r "  means a d i r e c t o r  who. when se rv ing  as a 
d i r e c t o r ,  was no t  an o f f i c e r ,  employee o r  holder  o f  more than f i v e  per  cent 
o f  the  ou ts tand ing  shares o f  any c lass  o f  stock o f  the  corpora t ion .  
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Fr 8. "Party" inc ludes an i n d i v i d u a l  who was, i s  o r  i s  threatened t o  
be made a named defendant o r  respondent i n  a proceeding. 

€k 9. "Proceeding" means any threatened. pending or  completed ac t ion .  
s u i t  o r  proceeding, whether c i v i l .  c r im ina l .  admin is t ra t i ve  o r  i n v e s t i g a t i v e  
and whether formal o r  in fo rmal .  . 

Sec. 4. Section 10-851. Arizona Revised Statutes. i s  amended t o  read: 
10-851. Au tho r i t v  t o  indemnifv 
A. Except as provided i n  subsect ion D o f  t h i s  sec t ion  and i n  s e c t i o n  

10-854, a corpora t ion  may indemnify an i n d i v i d u a l  made a p a r t y  t o  a 
proceeding because EITHER: 

1. The ind i v idua l  i s  o r  was a d i r e c t o r  against  l i a b i l i t y  incur red  i n  
t h e  proceeding i f  a l l  o f  t h e  f o l l o w i n g  cond i t ions  e x i s t :  

h (a) The i n d i v i d u a l ' s  conduct was i n  good f a i t h .  
(b) The i n d i v i d u a l  reasonably be1 ieved: 

+a+ (i) I n  the  case o f  conduct i n  an o f f i c i a l  capac i ty  w i t h  t h e  
corpora t ion .  t h a t  t h e  conduct was i n  i t s  bes t  i n t e r e s t s .  

CBf (ii) I n  a l l  o ther  cases, t h a t  the  conduct was a t  l e a s t  n o t  
opposed t o  i t s  best i n t e r e s t s .  

3r (c )  I n  t h e  case o f  any c r i m i n a l  proceedings, t h e  i n d i v i d u a l  had 
no reasonable cause t o  be l i eve  t h e  conduct was unlawful .  

2. THE DIRECTOR ENGAGED I N  CONDUCT FOR WHICH BROADER INDEMNIFICATION 
HAS BEEN MADE PERMISSIBLE OR OBLIGATORY UNDER A PROVISION OF THE ARTICLES OF 
INCORPORATION PURSUANT TO SECTION 10-202. SUBSECTION B. PARAGRAPH 2. 

B. A d i r e c t o r ' s  conduct w i t h  respect  t o  an employee b e n e f i t  p lan  f o r  
a purpose t h e  d i r e c t o r  reasonably be l i eved  t o  be i n  the  i n t e r e s t s  o f  t h e  
p a r t i c i p a n t s  i n  and bene f i c i a r i es  o f  t h e  p lan  i s  conduct t h a t  s a t i s f i e s  t h e  
requirement o f  subsect ion A, paragraph 2 ,  subd iv is ion  ( a )  o f  t h i s  sec t ion .  

C. The te rminat ion  o f  a proceeding by judgment, order ,  se t t lement  o r  
c o n v i c t i o n  o r  on a plea o f  no contes t  o r  i t s  equivalent  i s  n o t  o f  i t s e l f  
de terminat ive  t h a t  t h e  d i r e c t o r  d i d  n o t  meet t h e  standard o f  conduct 
described i n  t h i s  sect ion. 

D. A corpora t ion  may no t  indemni fy  a d i r e c t o r  under t h i s  sec t i on  
e i t h e r :  

1. I n  connect ion w i t h  a proceeding by or  i n  t h e  r i g h t  o f  t h e  
corpora t ion  i n  which t h e  d i r e c t o r  was adjudged l i a b l e  t o  t h e  corpora t ion .  

2 .  I n  connection w i t h  any other  proceeding charging improper fewma+ 
FINANCIAL b e n e f i t  t o  t h e  d i r e c t o r ,  whether o r  no t  i n v o l v i n g  a c t i o n  i n  t h e  
d i r e c t o r ' s  o f f i c i a l  capaci ty ,  i n  which t h e  d i r e c t o r  was adjudged l i a b l e  on 
the  bas i s  t h a t  pekw+a+ FINANCIAL b e n e f i t  was improperly received by t h e  
d i r e c t o r .  

E. Indemni f i ca t ion  permi t ted under t h i s  sec t ion  i n  connect ion w i t h  a 
proceeding by o r  i n  the  r i g h t  o f  t h e  corpora t ion  i s  l i m i t e d  t o  reasonable 
expenses i n c u r r e d  i n  connect ion w i t h  t h e  proceeding. 

Sec. 5. Section 10-853. Arizona Revised Statutes. i s  amended t o  read: 
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10-853. Advance f o r  exoenses 
A. A corporat ion may pay f o r  o r  reimburse t h e  reasonable expenses 

i ncu r red  by a d i r e c t o r  who i s  a  p a r t y  t o  a  proceeding i n  advance o f  f i n a l  
d i spos i t i on  o f  the proceeding i f  BOTH o f  t h e  f o l l o w i n g  condi t ions e x i s t :  

1. The d i r e c t o r  furn ishes t h e  co rpo ra t i on  w i t h  a  w r i t t e n  a f f i r m a t i o n  
o f  t h e  d i r e c t o r ' s  good f a i t h  b e l i e f  t h a t  t h e  d i r e c t o r  has met the  standard 
o f  conduct described i n  sec t i on  10-851 OR THAT THE PROCEEDING INVOLVES 
CONDUCT FOR WHICH LIABILITY HAS BEEN ELIMINATED UNDER A PROVISION OF THE 
ARTICLES OF INCORPORATION PURSUANT TO SECTION 10-202. SUBSECTION 8. 
PARAGRAPH 1. 

2. The d i rec to r  furn ishes the  corpora t ion  w i t h  a  w r i t t e n  undertaking. 
executed personal ly  o r  on t h e  d i r e c t o r ' s  behal f .  t o  repay the  advance i f  THE 
DIRECTOR I S  NOT ENTITLED TO MANDATORY INDEMNIFICATION UNDER SECTION 10-852 
AND i t  i s  u l t i m a t e l y  determined UNDER SECTION 10-854 OR 10-855 t h a t  t h e  
d i r e c t o r  d i d  not  meet the  standard o f  conduct. 

B. The undertaking requ i red  by subsect ion A, paragraph 2  o f  t h i s  
s e c t i o n  i s  an un l im i ted  general o b l i g a t i o n  o f  t h e  d i r e c t o r  but  need no t  be 
secured and may be accepted w i thout  re fe rence t o  f i n a n c i a l  a b i l i t y  t o  make 
repayment. 

C. Au thor iza t ions  o f  payments under t h i s  s e c t i o n  
s h a l l  be made i n  iRe A manner 

. . CONSISTENT WITH 
SECTION 10-830 OR 10-842. 

D. This  sec t ion  does n o t  apply t o  advancement o f  expenses t o  o r  f o r  
the  b e n e f i t  o f  an outs ide d i r e c t o r .  Advances t o  ou ts ide  d i r e c t o r s  s h a l l  be 
made pursuant t o  sect ion 10-852. 

Sec 6. Section 10-854. Arizona Revised Statutes.  i s  amended t o  read: 
10-854. Court ordered i n d e m n i f i c a t i o n  
Unless a corporat ion's a r t i c l e s  o f  i n c o r p o r a t i o n  prov ide  otherwise. a 

d i r e c t o r  o f  the  corpora t ion  who i s  a p a r t y  t o  a proceeding may apply f o r  
i ndemn i f i ca t i on  OR AN ADVANCE FOR EXPENSES t o  t h e  c o u r t  conduct ing t h e  
proceeding or  t o  another cou r t  o f  competent j u r i s d i c t i o n .  On r e c e i p t  o f  an 
app l ica t ion .  t h e  cour t  a f t e r  g i v i n g  any n o t i c e  the  cou r t  considers necessary 
may order  indemni f i ca t ion  OR ADVANCE FOR EXPENSES i f  i t  determines e i t h e r :  

1. The d i r e c t o r  i s  e n t i t l e d  t o  mandatory indemni f i ca t ion  under sec t ion  
10-852, i n  which case the cou r t  s h a l l  a l s o  order  t h e  corpora t ion  t o  pay t h e  
d i r e c t o r ' s  reasonable expenses i n c u r r e d  t o  o b t a i n  cour t  ordered 
indemni f i ca t ion .  

2. The d i r e c t o r  i s  f a i r l y  and reasonably e n t i t l e d  t o  i ndemn i f i ca t i on  
i n  view o f  a l l  o f  the  re levant  circumstances, whether o r  no t  the  d i r e c t o r  met 
t h e  standard o f  conduct s e t  f o r t h  i n  s e c t i o n  10-851 o r  was adjudged l i a b l e  
as described i n  sec t ion  10-851, subsect ion D. b u t  i f  t h e  d i r e c t o r  was 



adjudged l i a b l e  under s e c t i o n  10-851, s u b s e c t i o n  0. i n d e m n i f i c a t i o n  i s  
l i m i t e d  t o  reasonab le  expenses i n c u r r e d .  

Sec. 7. 
S e c t i o n  10-856. A r i z o n a  Rev ised S t a t u t e s .  i s  repea led .  
Sec. 8 .  T i t l e  10, chap te r  8. a r t i c l e  5 .  A r i z o n a  Rev ised S t a t u t e s .  i s  

amended by  a d d i n g  a new s e c t i o n  10-856, t o  read:  
10-856. I n d e m n i f i c a t i o n  o f  o f f i c e r s  
A. A CORPORATION MAY INDEMNIFY AND ADVANCE EXPENSES UNDER THIS ARTICLE 

TO AN OFFICER OF THE CORPORATION WHO I S  A PARTY TO A PROCEEOING BECAUSE THE 
INDIVIDUAL I S  OR WAS AN OFFICER OF THE CORPORATION AS FOLLOWS: 

1. TO THE SAME EXTENT AS A DIRECTOR. 
2. I F  THE INDIVIDUAL I S  AN OFFICER BUT NOT A OIRECTOR. TO THE FURTHER 

EXTENT AS MAY BE PROVIDED BY THE ARTICLES OF INCORPORATION, THE BYLAWS, A 
RESOLUTION OF THE BOARD OF DIRECTORS. OR CONTRACT EXCEPT FOR: 

( a )  L IABILITY I N  CONNECTION WITH A PROCEEDING BY OR I N  THE RIGHT OF 
THE CORPORATION OTHER THAN FOR REASONABLE EXPENSES INCURRED I N  CONNECTION 
WITH THE PROCEEDING. 

(b )  LIABILITY ARISING OUT OF CONDUCT THAT CONSTITUTES: 
(i) RECEIPT BY THE OFFICER OF A FINANCIAL BENEFIT TO WHICH THE OFFICER 

I S  NOT ENTITLEO. 
(ii) AN INTENTIONAL INFLICTION OF HARM O N  THE CORPORATION OR THE 

SHAREHOLDERS. 
(iii) AN INTENTIONAL VIOLATION OF CRIMINAL LAW. 
B. SUBSECTION A. PARAGRAPH 2 OF THIS SECTION APPLIES TO AN OFFICER WHO 

I S  ALSO A OIRECTOR I F  THE BASIS ON WHICH THE OFFICER I S  MADE A PARTY TO THE 
PROCEEOING I S  AN ACT OR OMISSION SOLELY AS AN OFFICER. 

C .  AN OFFICER OF A CORPORATION WHO I S  NOT A DIRECTOR I S  ENTITLEO TO 
MANDATORY INOEMNIFICATION UNOER SECTION 10-852, SUBSECTION A AN0 MAY APPLY 
TO A COURT UNOER SECTION 10-854 FOR INDEMNIFICATION OR AN ADVANCE FOR 
EXPENSES, I N  EACH CASE TO THE SAME EXTENT TO WHICH A DIRECTOR I S  ENTITLEO TO 
INOEMNIFICATION OR ADVANCE FOR EXPENSES UNDER THOSE SECTIONS. 

Sec. 9. S e c t i o n  10-857. A r i z o n a  Revised S t a t u t e s .  i s  amended t o  read: 
10-857. I n s u r a n c e  
A c o r p o r a t i o n  may purchase and m a i n t a i n  i nsu rance .  INCLUDING 

RETROSPECTIVELY RATED AND SELF-INSURED PROGRAMS. on b e h a l f  o f  an i n d i v i d u a l  
who i s  o r  was a d i r e c t o r ?  OR officer- o f  t h e  c o r p o r a t i o n  
o r  who, w h i l e  a d i r e c t o r ?  OR officer- o f  t h e  c o r p o r a t i o n .  
i s  o r  was s e r v i n g  a t  t h e  r e q u e s t  o f  t h e  c o r p o r a t i o n  as a d i r e c t o r .  o f f i c e r .  
p a r t n e r ,  t r u s t e e .  employee o r  agent  o f  a n o t h e r  f o r e i g n  o r  domest ic 
c o r p o r a t i o n ,  p a r t n e r s h i p ,  j o i n t  ven tu re .  t r u s t ,  employee b e n e f i t  p l a n  o r  
o t h e r  e n + e p k e  ENTITY. a g a i n s t  l i a b i l i t y  a s s e r t e d  a g a i n s t  o r  i n c u r r e d  by  
t h e  i n d i v i d u a l  i n  t h a t  c a p a c i t y  o r  a r i s i n g  f rom t h e  i n d i v i d u a l ' s  s t a t u s  as 
a director-;-- OR o f f i c e r .  whether o r  n o t  t h e  c o r p o r a t i o n  
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would have power t o  indemnify O R  ADVANCE EXPENSES TO t h e  indiv idual  aga ins t  
t h e  same l i a b i l i t y  under P THIS ARTICLE. 

Sec. 10. Section 10-858. Arizona Revised S t a t u t e s .  i s  amended t o  read: 
10-858. Aoolication of a r t i c l e  
A. A provision t h a t  t r e a t s  a  co rpora t ion ' s  indemnificat ion of o r  

advance f o r  expenses t o  d i r e c t o r s  and t h a t  i s  contained i n  i t s  a r t i c l e s  of 
incorpora t ion ,  i t s  bylaws, a  r e so lu t ion  of  i t s  shareholders  o r  board of 
d i r e c t o r s  or  a  contract  o r  otherwise i s  v a l i d  only i f  and t o  t h e  ex ten t  t h e  
provision i s  cons i s t en t  w i t h  t h i s  a r t i c l e .  I f  a r t i c l e s  of incorpora t ion  
l imi t  indemnification o r  advances f o r  expenses. indemnification and advances 
f o r  expenses a r e  va l id  only t o  t h e  ex ten t  c o n s i s t e n t  w i t h  t h e  a r t i c l e s .  

B. This a r t i c l e  does not l i m i t  a  co rpora t ion ' s  power t o  pay o r  
reimburse expenses incurred by a  d i r e c t o r  i n  connection w i t h  t h e  d i r e c t o r ' s  
appearance as  a  witness i n  a  proceeding a t  a  time when t h e  d i r e c t o r  has n o t  
been made a named defendant o r  respondent t o  t h e  proceeding. 

C.  THIS ARTICLE DOES NOT LIMIT A CORPORATION'S POWER TO INDEMNIFY. 
ADVANCE EXPENSES OR MAINTAIN INSURANCE ON BEHALF OF AN EMPLOYEE O R  AGENT. 

Sec. 11. Section 10-1002. Arizona Revised Sta tues ,  i s  amended t o  read: 
10-1002. Amendment bv board of d i r e c t o r s  
Unless t h e  a r t i c l e s  of incorporat ion provide otherwise. a  corpora t ion ' s  

board of d i r e c t o r s  may adopt one o r  more amendments t o  t h e  co rpora t ion ' s  
a r t i c l e s  of incorporat ion without shareholder  ac t ion  t o  e i t h e r :  

1. Extend t h e  durat ion of the corpora t ion  i f  i t  was incorporated a t  
a  t ime when l imi t ed  durat ion was required by law. 

2. Delete  t h e  names and addresses of t h e  i n i t i a l  d i r e c t o r s .  
3. Delete the  name and address of t h e  i n i t i a l  s t a t u t o r y  agent OR KNOWN 

PLACE OF BUSINESS, i f  a  statement of change i s  on f i l e  with t h e  commission. 
4 .  Change each issued and unissued authorized share of an outstanding 

c l a s s  i n t o  a  g r e a t e r  number of whole sha res  i f  t h e  corpora t ion  has only 
shares of t h a t  c l a s s  outstanding. w i t h  a l l  shares  of t h e  c l a s s  being t r e a t e d  
i d e n t i c a l l y .  

5. Change the  corporate name by s u b s t i t u t i n g  t h e  word "corporat ion",  
"incorporated", "company" o r  " l imited" o r  t h e  abbreviat ion "corp.".  "inc.". 
"co." o r  " l td ."  fo r  a s imi l a r  word or  abbreviat ion i n  t h e  name o r  by adding. 
de l e t ing  o r  changing a geographical a t t r i b u t i o n  f o r  t h e  name. 

6. Make any other  change expressly permitted by chapters  1 through 17 
of t h i s  t i t l e  t o  be made without shareholder  ac t ion .  

Sec. 12. Section 10-1008. Arizona Revised S t a t u t e s .  i s  amended t o  
read: 

10-1008. Amendment oursuant t o  reoraaniza t ion  
A.  A corporat ion 's  a r t i c l e s  of incorporat ion may be amended pursuant 

t o  t h i s  sec t ion  without act ion by t h e  board of d i r e c t o r s  or  shareholders  t o  
car ry  out  a  plan of reorganization confirmed by an order  o r  decree of a  cour t  
of competent j u r i sd i c t ion  under a  federa l  s t a t u t e  o r  a  s t a t u t e  of th is  s t a t e  



i f  the a r t i c l e s  of incorporation a f t e r  amendment contain only provisions 
required or permitted by section 10-202. 

B .  Before the  date of entry of a f ina l  decree i n  the  reorganization 
proceeding, the  individual or individuals designated by the  plan shall  
deliver t o  the  commission FOR FILING a r t i c l e s  of amendment se t t ing  forth a l l  
o f  the following: 

1. The name of the  corporation. 
2. The tex t  of each amendment contained i n  the plan of reorganization. 
3 .  The date  of the  court 's  order or decree confirming the plan of 

reorganization containing the  a r t i c l e s  of amendment. 
4 .  The t i t l e  of the  reorganization proceeding in which the  order or 

decree was entered. 
5 .  A statement tha t  the court had jurisdiction of the  proceeding under 

federal or  s t a t e  s t a tu t e .  
C. Shareholders of a corporation undergoing reorganization do not have 

dissenters '  r ights  except as and to  the  extent provided i n  the reorganization 
plan. 

D .  This section does not apply a f t e r  entry of a f ina l  decree i n  the 
reorganization proceeding even though the  court re ta ins  jur isdic t ion of the  
proceeding fo r  limited purposes unrelated t o  consummation of the 
reorganization plan. 

E.  Within s ixty  days a f t e r  t he  f i l i n g  a copy of the  a r t i c l e s  of 
amendment shall  be published. An a f f idav i t  evidencing the publication shall 
be f i l ed  with the  commission within ninety days a f t e r  f i l i n g  the  a r t i c l e s  of 
amendment. 

Sec. 13. Section 10-1401. Arizona Revised Statutes ,  i s  amended to  
read: 

10-1401. Dissolution bv i n c o r ~ o r a t o r s  or i n i t i a l  d i rec tor<  
A majority of the incorporators or  i n i t i a l  d i rectors  of a corporation 

t h a t  has not issued shares or has not commenced business may dissolve the . . corporation by delivering t o  the  commission fo r  f i l i n g  
e8py-& the  a r t i c l e s  of dissolution. An incorporator or an i n i t i a l  d i rector ,  
whose signature shal l  be acknowledged, shall  execute the  a r t i c l e s  of 
dissolution,  and the  a r t i c l e s  shall  s e t  fo r th  a l l  of the  following: 

1. The name of the  corporation. 
2 .  The date of i t s  incorporation. 
3. Either: 
( a )  T h a t  none of the corporation's shares have been issued. 
( b )  That the  corporation has not commenced business. 
4. That n o  debt of the  corporation remains unpaid. 
5.  That the  net assets of the corporation remaining a f t e r  winding u p  

have been d i s t r ibu ted  t o  the  shareholders. i f  shares were issued. 
6 .  That a majority of the  incorporators or i n i t i a l  d i rectors  

authorized the  dissolut ion.  



Sec. 14. Sect ion 10-1503. Arizona Revised Statutes.  i s  amended t o  
read: 

10-1503. Aoo l i ca t i on  f o r  a u t h o r i t v  t o  t ransac t  business 
A. A f o re ign  corpora t ion  may apply f o r  au tho r i t y  t o  t ransac t  business 

i n  t h i s  s t a t e  by d e l i v e r i n g  an app l i ca t i on  and a c e r t i f i c a t e  o f  d i sc losu re  
t o  t h e  commission f o r  f i l i n g .  The c e r t i f i c a t e  o f  d isc losure  s h a l l  conta in  
t h e  in fo rmat ion  se t  f o r t h  i n  sec t i on  10-202, subsection D and i s  subject  t o  
t h e  requirements o f  sec t i on  10-202. subsection E- F. The a p p l i c a t i o n  s h a l l  
be executed by the co rpo ra t i on  and s h a l l  set  f o r t h :  

1. The name o f  t h e  f o r e i g n  corporat ion and. i f  i t s  name i s  unavai lable 
f o r  use i n  t h i s  s t a t e .  a  corporate name t h a t  s a t i s f i e s  the  requirements o f  
s e c t i o n  10-1506. 

2. The name o f  t h e  s t a t e  o r  country under whose law i t  i s  
incorpora ted .  

3. I t s  date o f  i nco rpo ra t i on  and per iod  o f  durat ion.  
4.  The s t r e e t  address o f  i t s  p r i nc ipa l  o f f i c e  i n  i t s  s ta te  o r  country 

o f  i nco rpo ra t i on .  
5. The s t r e e t  address o f  the proposed known place o f  business o f  t h e  

c o r p o r a t i o n  i n  t h i s  s t a t e  and the  name and s t r e e t  address o f  i t s  proposed 
s t a t u t o r y  agent i n  t h i s  s ta te .  

6. I f  i t s  purpose o r  purposes are narrower than the t ransac t ion  of any 
o r  a l l  l a w f u l  business i n  which corporat ions may engage i n  t h e  s t a t e  o r  
count ry  under whose law i t  i s  incorporated, a  statement o f  t h e  l i m i t a t i o n s  
on i t s  purpose. 

7. The names and usual business addresses o f  i t s  cur ren t  d i r e c t o r s  and 
o f f i c e r s .  

€!. A ::: 

% 8. A statement o f  the  aggregate number o f  shares t h a t  t h e  
corpora t ion  has a u t h o r i t y  t o  issue, i temized by classes. par value o f  shares, 
shares w i thou t  par va lue and ser ies ,  i f  any, w i t h i n  a  c lass.  

+& 9. A statement o f  t h e  aggregate number o f  issued shares i temized 
by classes, par value o f  shares, shares without par value and ser ies .  i f  any. 
w i t h i n  a  c lass.  
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4-h 10. A b r i e f  statement o f  t h e  charac ter  o f  business t h a t  t h e  
corpora t ion  i n i t i a l l y  intends a c t u a l l y  t o  conduct i n  t h i s  s ta te .  Th is  
statement does not  l i m i t  the character  o f  business t h a t  t h e  co rpo ra t i on  
u l t i m a t e l y  conducts. 

0.  The fo re ign  corpora t ion .sha l1  d e l i v e r  t h e  a p p l i c a t i o n  and t h e  
c e r t i f i c a t e  o f  d isc losure  t o  t h e  commission, t oge the r  w i t h  A COPY OF ITS 
ARTICLES OF INCORPORATION, ANY AMENDMENTS TO THE ARTICLES OF INCORPORATION 
AND a  c e r t i f i c a t e  o f  ex is tence or  a  document o f  s i m i l a r  impor t  d u l y  
authent icated by the  secretary o f  s t a t e  o r  o ther  o f f i c i a l  having custody o f  
corporate records i n  the s ta te  o r  country under whose law i t  i s  incorporated. 
and t h e  fees requi red by law f o r  f i l i n g  t h e  a p p l i c a t i o n .  

C. A f t e r  determining t h a t  the  a p p l i c a t i o n  s e t s  f o r t h  t h e  i n fo rma t ion  
requi red by t h i s  sect ion, does no t  use as the  name o f  t h e  corpora t ion  i n  t h i s  
s t a t e  a name t h a t  i s  i n  v i o l a t i o n  o f  sec t ion  10-1506 and appears i n  a l l  o ther  
respects t o  conform t o  the  requirements o f  t h i s  a r t i c l e .  t h e  commission s h a l l  
f i l e  t h e  app l ica t ion .  The date o f  f i l i n g  s h a l l  be t h e  da te  on which t h e  
corpora t ion  i s  granted a u t h o r i t y  t o  t ransac t  business i n  t h i s  s ta te .  

D. Wi th in s i x t y  days a f t e r  f i l i n g  t h e  a p p l i c a t i o n  a  copy o f  t h e  
a p p l i c a t i o n  s h a l l  be published. An a f f i d a v i t  ev idenc ing  t h e  pub1 i c a t i o n  
s h a l l  be f i l e d  w i t h i n  n i n e t y  days a f t e r  f i l i n g  t h e  a p p l i c a t i o n .  

E. A fo re ign  corporat ion authorized t o  t ransac t  business i n  t h i s  s t a t e  
i s  subject  t o  sec t ion  10-1623. 

Sec. 15 .  Sect ion 10-1504. Arizona Revised S ta tu tes .  i s  amended t o  
read: 

10-1504. p e l i v e r v  o f  chanaes: changes r e a u i r i n a  new a u t h o r i t r  
A.  WHENEVER THE ARTICLES OF INCORPORATION OF A FOREIGN CORPORATION 

AUTHORIZED TO TRANSACT BUSINESS I N  THIS STATE ARE AMENDED OR RESTATED BY 
MERGER OR OTHERWISE. WITHIN SIXTY DAYS AFTER THE AMENDMENT OR RESTATEMENT 
BECOMES EFFECTIVE, THE FOREIGN CORPORATION SHALL DELIVER TO THE COMMISSION 
A COPY OF THE AMENDMENT OR RESTATEMENT DULY AUTHENTICATED BY THE SECRETARY 
OF STATE OR OTHER OFFICIAL H A V I N G  CUSTODY OF CORPORATE RECORDS I N  THE STATE 
OR COUNTRY WHERE THE FOREIGN CORPORATION I S  INCORPORATED. 

B. A fo re ign  corporat ion authorized t o  t ransac t  business i n  t h i s  s t a t e  
s h a l l  obta in new a u t h o r i t y  from the  commission by complying w i t h  s e c t i o n  
10-1503 i f  i t  changes any o f  t h e  fo l l ow ing :  

1. I t s  actual corporate name o r  t h e  name under which i t  has obta ined 
a u t h o r i t y  t o  t ransac t  business i n  t h i s  s t a t e  pursuant t o  sec t i on  10-1503. 
subsect ion A, paragraph 1. 

2 .  The pe r iod  o f  i t s  dura t ion .  
3. The s t a t e  or  country o f  i t s  i nco rpo ra t i on .  
Sec. 16. Sect ion 10-1601, Arizona Revised S ta tu tes .  i s  amended t o  

read: 



H.B. 2084 

10-1601. Coroorate record3 
A .  A co rpo ra t i on  sha l l  keep as permanent records minutes o f  a l l  

'meetings o f  i t s  shareholders and board o f  d i rec to rs ,  a record o f  a l l  ac t ions  
taken by t h e  shareholders or  board o f  d i r e c t o r s  wi thout  a  meeting and a 
record o f  a l l  ac t ions  taken by a committee o f  the  board o f  d i rec to rs  i n  p lace 
o f  t h e  board o f  d i r e c t o r s  on beha l f  o f  t h e  corporat ion.  

B. A co rpo ra t i on  sha l l  ma in ta in  appropr ia te  accounting records.  
C. A co rpo ra t i on  or  i t s  agent s h a l l  mainta in a record  o f  i t s  

shareholders i n  a  form t h a t  permi ts  p repara t ion  o f  a l i s t  of t h e  names and 
addresses o f  a l l  shareholders and i n  a lphabet ica l  order  by c lass  o f  shares 
showing the  number and c lass o f  shares he ld  by each. 

0.  A co rpo ra t i on  sha l l  ma in ta in  i t s  records i n  w r i t t e n  form or  i n  
another form capable o f  conversion i n t o  w r i t t e n  form w i t h i n  a reasonable 
t ime. 

E. A corpora t ion  sha l l  keep a  copy o f  a l l  o f  the  fo l l ow ing  records AT 
ITS PRINCIPAL OFFICE, a t  i t s  known p lace o f  business o r  a t  the  o f f i c e  o f  i t s  
agent: 

1. I t s  a r t i c l e s  or  r e s t a t e d  a r t i c l e s  o f  i nco rpo ra t i on  and a l l  
amendments t o  them c u r r e n t l y  i n  e f f e c t .  

2. I t s  bylaws o r  restated bylaws and a l l  amendments t o  them c u r r e n t l y  
i n  e f f e c t .  

3. Resolut ions adopted by i t s  board o f  d i rec to rs  c rea t ing  one o r  more 
classes o r  ser ies  o f  shares and f i x i n g  t h e i r  r e l a t i v e  r i gh ts ,  preferences and 
l i m i t a t i o n s ,  i f  shares issued pursuant t o  those resolut ions are outstanding. 

4 .  The minutes o f  a l l  shareholders'  meetings and records o f  a l l  a c t i o n  
taken by shareholders wi thout  a  meeting f o r  t h e  past three years. 

5. A l l  w r i t t e n  communications t o  shareholders genera l l y  w i t h i n  t h e  
past three years, i nc lud ing  the  f i n a n c i a l  statements furn ished f o r  t h e  pas t  
t h r e e  years under sec t i on  10-1620. 

6. A l i s t  o f  the  names and business addresses o f  i t s  cur ren t  d i r e c t o r s  
and o f f i c e r s .  

7 .  I t s  most recent  annual r e p o r t  de l i ve red  t o  t h e  commission under 
sec t i on  10-1622. 

8. An agreement among shareholders under sec t ion  10-732. 
Sec. 17. Sect ion 10-1620, Arizona Revised Statutes.  i s  amended t o  

read: 
10-1620. F inanc ia l  statements f o r  shareholders 
A. A co rpo ra t i on  sha l l  f u r n i s h  i t s  shareholders annual f i n a n c i a l  

statements t h a t  may be consol idated o r  combined statements o f  t h e  corpora t ion  
and one o r  more o f  i t s  subs id ia r i es .  as appropr iate,  and t h a t  i n c l u d e  a  
balance sheet as o f  t h e  end o f  t h e  f i s c a l  year. an income statement f o r  t h a t  
year and a  statement o f  changes i n  shareholders'  equ i ty  f o r  t h e  year  unless 
t h a t  in fo rmat ion  appears elsewhere i n  t h e  f i n a n c i a l  statements. I f  f i n a n c i a l  
statements are  prepared f o r  t h e  co rpo ra t i on  on t h e  basis o f  genera l l y  
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accepted accounting principles.  the annual f inancial  statements shall  a lso  
be prepared on t h a t  basis.  

B .  If the annual financial statements a re  reported on by a c e r t i f i ed  
public accountant. t h a t  report ws+ SHALL accompany them. I f  not. the  
statements shall  be accompanied by a statement of the president or  the person 
responsible fo r  the  corporation's accounting records both: 

1. Stating t h a t  person's reasonable belief whether the statements were 
prepared on the  basis of generally accepted accounting principles a n d ,  i f  
n o t .  describing the  basis of preparation. 

2 .  Describing any respects in which the  statements were not prepared 
on a basis of accounting consistent with the  statements prepared for  the  
preceding year. 

C .  A corporation shall  mail the  annual f inancial  statements t o  each 
shareholder within one hundred twenty days a f t e r  the  close of each f i s ca l  
year. On written request from a shareholder the corporation shall  mail t ha t  
shareholder the  l a t e s t  annual financial statements. 

Sec. 18. Section 10-2201. Arizona Revised Statutes .  i s  amended t o  
read: 

10-2201. &f in i t i ons  
In t h i s  chapter. unless the  context otherwise requires: 
1. "Disqualified person" means a n  individual or ent i ty  t ha t  i s  not or  

ceases t o  be a qual i f ied person. 
2 .  "Foreign professional corporation" means a corporation or 

association for  p rof i t  incorporated for  the purpose of rendering professional 
services under a law other t h a n  the  law of t h i s  s t a t e .  

3. "License" or "licensed" means any l icense,  authorization.  
c e r t i f i c a t e .  regis t ra t ion,  c e r t i f i c a t e  of reg is t ra t ion ,  membership or other 
evidence of the  sa t i s fac t ion  of the  requirements of t h i s  s t a t e  f o r  the  
practice of a professional service.  

4. "Licensing authority" means the  o f f i ce r ,  board, agency, court or 
other authority in t h i s  s t a t e  empowered by law t o  l icense or  otherwise 
authorize t he  rendition of a professional service.  

5. "Professional corporation" or "domestic professional corporation" 
means a corporation fo r  prof i t  tha t  i s  not a foreign professional corporation 
a n d  t h a t  i s  incorporated under or subject  t o  t h i s  chapter. 

6 .  "Professional service" means a service  tha t  may be lawfully 
rendered only by a person licensed or  otherwise authorized by a l icensing 
authority i n  t h i s  s t a t e  t o  render the service.  

7. "Qual i f ied person" means a person t h a t  i s  e l i g ib l e  under t h i s  
chapter t o  be issued shares by a professional corporation. 

8. "VOTING SHARES" MEANS SHARES ENTITLED TO VOTE FOR ELECTION O F  
DIRECTORS OF THE PROFESSIONAL CORPORATION. 

Sec. 19. Section 10-2210, Arizona Revised Statutes ,  i s  amended t o  
read: 
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10-2210. E l e c t i o n  o f  o ro fess iona l  cornora t ion  s t a t u z  
A. One o r  more persons may incorpora te  a  pro fess iona l  corporat ion by 

d e l i v e r i n g  t o  t h e  commission f o r  f i l i n g  A CERTIFICATE OF DISCLOSURE THAT 
CONTAINS THE INFORMATION SET FORTH I N  SECTION 10-202. SUBSECTION D AND I S  
SUBJECT TO THE REQUIREMENTS OF SECTION 10-202. SUBSECTION F  AND a r t i c l e s  o f  
i nco rpo ra t i on  t h a t  s ta te ,  w i t h  respect  t o  t h e  character  o f  i t s  business: 

1. It i s  a  pro fess iona l  corpora t ion .  
2. I t s  purpose i s  t o  render t h e  s p e c i f i e d  pro fess iona l  services. 
B. A corpora t ion  incorporated under a  general law o f  t h i s  s ta te  other  

than t h i s  chapter may e l e c t  p ro fess iona l  corpora t ion  s ta tus  by amending i t s  
a r t i c l e s  o f  i n c o r p o r a t i o n  t o  comply w i t h  subsect ion A o f  t h i s  sect ion and 
sec t ion  10-2215. 

Sec. 20. Sect ion 10-2215. Arizona Revised Sta tu tes .  i s  amended t o  
read: 

10-2215. Coroorat ion namp 
A. The name o f  a domestic p ro fess iona l  corpora t ion  and o f  a f o re ign  

pro fess iona l  co rpo ra t i on  author ized t o  t ransac t  business i n  t h i s  s ta te .  i n  
a d d i t i o n  t o  s a t i s f y i n g  t h e  requirements o f  SECTIONS 10-401 and 
10-1506. s h a l l :  

1. Contain t h e  words "profess ional  corporat ion" .  "professional 
assoc ia t ionw.  "serv ice  corporat ion" .  " l i m i t e d "  o r  "chartered" or t h e  
abbrev ia t ion  "P.C.". "P.A.". "S.C.". "Ltd." o r  "Chtd." 

2. Not conta in  language s t a t i n g  o r  imp ly ing  t h a t  i t  i s  incorporated 
f o r  a purpose other  than t h a t  author ized by sect ion 10-2211 and i t s  a r t i c l e s  
o f  incorpora t ion .  

3. Conform w i t h  any r u l e  adopted by the l i c e n s i n g  a u t h o r i t y  having 
j u r i s d i c t i o n  over a  pro fess iona l  se rv i ce  described i n  t h e  corporat ion 's  
a r t i c l e s  o f  i nco rpo ra t i on .  

B. Sect ions 10-401 and 10-1506 do n o t  prevent t h e  use o f  a name 
otherwise p r o h i b i t e d  by those sec t ions  i f  i t  i s  the  personal name o f  a 
shareholder o r  former shareholder o f  t h e  domestic o r  f o r e i g n  profess ional  
corpora t ion  o r  t h e  name o f  an i n d i v i d u a l  who was associated w i t h  a  
predecessor o f  t h e  corpora t ion .  

Sec. 21. Sect ion 10-2220. Arizona Revised Sta tu tes .  i s  amended t o  
read: 

10-2220. Issuance o f  share5 
A. A p ro fess iona l  co rpo ra t i on  may issue vo t i ng  shares, f r a c t i o n a l  

vo t i ng  shares and r i g h t s  o r  opt ions t o  purchase v o t i n g  shares only  t o :  
1. I n d i v i d u a l s  who a r e  l i censed  by l a w  i n  t h i s  o r  another s ta te  t o  

render a  pro fess iona l  se rv i ce  described i n  the corpora t ion 's  a r t i c l e s  o f  
incorpora t ion .  

2. General par tnerships,  reg i s te red  l i m i t e d  l i a b i l i t y  partnerships and 
other par tnerships and j o i n t  ventures, domestic o r  fo re ign ,  i n  which a l l  o f  
the par tners  are  q u a l i f i e d  persons w i t h  respect t o  t h e  profess ional  
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c o r p o r a t i o n  and i n  which a t  l e a s t  one par tner  i s  author ized by l a w  i n  t h i s  
s t a t e  t o  render a profess ional  serv ice described i n  t h e  co rpo ra t i on ' s  
a r t i c l e s  o f  i nco rpo ra t i on .  

3. Professional  corporat ions, professional l i m i t e d  l i a b i l i t y  companies 
and o t h e r  persons, domestic o r  fo re ign .  author ized by law i n  t h i s  s t a t e  t o  
render a  pro fess iona l  serv ice  described i n  t h e  corpora t ion 's  a r t i c l e s  o f  
i nco rpo ra t i on .  

4 .  Other persons. i f  a f t e r  the  issuance o f  v o t i n g  shares t h e  o the r  
persons i n  t h e  aggregate do no t  ho ld  more than f o r t y - n i n e  per  cent  o f  t h e  
VOTING shares 1 
-, unless a  greater  o r  lesser  percentage i s  p resc r ibed  by t h e  
l i c e n s i n g  a u t h o r i t y .  

B .  THE FOLLOWING ARE NOT VIOLATIONS OF SUBSECTION A. PARAGRAPH 1 OF 
T H I S  SECTION:  

1. ANY COMMUNITY INTEREST OF AN UNLICENSED SPOUSE I N  THE VOTING SHARES 
ISSUED TO A LICENSED SPOUSE I N  WHICH THE UNLICENSED SPOUSE WITH A COMMUNITY 
INTEREST I N  THE VOTING SHARES DOES NOT HAVE THE RIGHT TO VOTE THE SHARES. 

2 .  ISSUANCE OF VOTING SHARES TO A TRUST ESTABLISHED FOR THE B E N E F I T  
OF THE LICENSED I N D I V I D U A L  OR MEMBERS OF THE LICENSED I N D I V I D U A L ' S  IMMEOIATE 
FAMILY I N  WHICH THE LICENSED I N D I V I D U A L  HAS THE RIGHT TO VOTE THE SHARES AND 
THE TRUST AND THE MEMBERS OF THE LICENSED I N D I V I D U A L ' S  IMMEOIATE FAMILY DO 
NOT HAVE THE RIGHT TO VOTE THE SHARES. 

C. SUBSECTION B OF T H I S  SECTION DOES NOT P R O H I B I T  AN ISSUANCE TO AN 
UNLICENSED SPOUSE OR TO A TRUST I N  ACCORDANCE WITH SUBSECTION A,  PARAGRAPH 
4 OF T H I S  SECTION OR SECTION 1 0 - 2 2 3 1 .  SUBSECTION B. 

Br D. An issuance made i n  v i o l a t i o n  o f  subsect ion A OF T H I S  SECTION 
i s  vo id .  

Sec. 2 2 .  Sect ion 1 0 - 2 2 2 3 .  Arizona Revised Statutes.  i s  amended t o  
read: 

1 0 - 2 2 2 3 .  ~ o m o u l s o r v  a c o u i s i t i o n  o f  shares a f t e r  death, 
d i s s o l u t i o n  o r  d i s a u a l i f i c a t i o n  o f  shareholder 

A. Except as provided i n  subsection C o f  t h i s  sect ion. and unless t h e  
shares are  otherwise acquired by a q u a l i f i e d  person w i t h i n  t h e  app l i cab le  
t ime p e r i o d  s p e c i f i e d  i n  sec t ion  1 0 - 2 2 2 7 ,  a  p ro fess iona l  co rpo ra t i on  s h a l l  
acqu i re  t h e  VOTING shares o f  i t s  shareholder w i t h i n  t h e  a p p l i c a b l e  t ime  
pe r iod  i f  any o f  t h e  f o l l o w i n g  occurs: 

1. The shareholder d ies OR DISSOLVES and any person t o  whom t h e  shares 
are t o  devolve i s  no t  a  person t o  whom sect ion 1 0 - 2 2 2 2  permits t h e  shares t o  
be t r a n s f e r r e d .  

2 .  The shareholder becomes a d i s q u a l i f i e d  person. 
B. The p r i c e  s h a l l  be as fo l lows:  
1. I f  a  p r i c e  f o r  the shares i s  f i x e d  i n  accordance w i t h  t h e  a r t i c l e s  

o f  i nco rpo ra t i on  o r  bylaws o r  by p r i v a t e  agreement, t h a t  p r i c e  c o n t r o l s  and 
sec t ions  1 0 - 2 2 2 4 ,  1 0 - 2 2 2 5  and 1 0 - 2 2 2 6  are inapp l icab le .  
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2 .  I f  a price i s  not f ixed,  i n  accordance w i t h  the  a r t i c l e s  of 
incorporation or bylaws or by private agreement, the corporation shall  offer 
t o  acquire the shares in accordance with section 10-2224. a n d  i f  the 
disqualif ied SHAREHOLDER re j ec t s  the  corporation's purchase o f f e r .  
e i t he r  the  pe++m SHAREHOLDER or the corporation may commence a proceeding 
under section 10-2225 t o  determine the  f a i r  value of the  shares. 

C.  This section does not require the acquisi t ion of shares i f  the 
disqualif ication of the shareholder or the  transferee l a s t s  no more than f ive  
months from the  date the  disqual i f icat ion or t ransfer  occurs. 

D .  This section and  section 10-2224 do not prevent or re l ieve  a 
professional corporation from paying pension benefits  or other deferred 
compensation for  services rendered t o  a former shareholder i f  otherwise 
permitted by law. 

E .  A provision for  the  acquisi t ion of shares contained in a 
professional corporation's a r t i c l e s  of incorporation or  bylaws or i n  a 
private agreement i s  spec i f ica l ly  enforceable. 

Sec. 23. Section 10-2224. Arizona Revised Statutes.  i s  amended to  
read: 

10-2224. Acouisition D P O C ~ ~ U ~ ~  

A .  If shares must be acquired under section 10-2223 and the  pr ice  i s  
not fixed as described i n  sect ion 10-2223, subsection 0. paragraph 1 ,  the 
professional corporation shall  del iver  within the applicable time period 
specified i n  section 10-2227 a writ ten notice t o  

L " 5 

disqual i f ied 7 SHAREHOLDER, offering t o  purchase the  
shares a t  a price the  corporation believes represents t he i r  f a i r  value as of 
the  date of death. DISSOLUTION, disqual i f icat ion or t ransfer .  The of fe r  
notice shall be accompanied by the  corporation's balance sheet fo r  a f i s ca l  
year ending not more than sixteen months before the effect ive  date  of the  
o f f e r  notice,  an income statement fo r  t ha t  year, a statement of changes i n  
shareholders' equity for that  year and the l a t e s t  available interim financial 
statements. i f  any. 

B. The disqualif ied pewm SHAREHOLDER has t h i r t y  days a f t e r  the 
e f fec t ive  date of the  OFFER notice t o  accept the  corporation's o f f e r  or 
demand tha t  t he  corporation commence a proceeding under section 10-2225 t o  
determine the f a i r  value of the disqual i f ied SHAREHOLDER'S shares. 
I f  the  disqualif ied pe+se+t SHAREHOLDER accepts the  offer .  the corporation 
shall  make payment fo r  the  shares w i t h i n  s ix ty  days a f t e r  the effect ive  date 
of t he  offer  notice,  unless a l a t e r  date i s  agreed on. on the disqual i f ied 
pefwm+ SHAREHOLDER'S surrender of the  disqual i f ied pewen+ SHAREHOLDER'S 
shares t o  the  corporation. 

C .  After the  corporation makes payment fo r  the shares,  the 
disqualif ied person has no fur ther  i n t e r e s t  in them. 
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Sec. 24. Sect ion 10-2225. Arizona Revised Statutes,  i s  amended t o  
read: 

10-2225. Court a c t i o n  t o  a ~ ~ r a i s e  shares 
A.  I f  a  d i s q u a l i f i e d  shareholder does no t  accept t h e  pro fess iona l  

corpora t ion 's  o f f e r  under sect ion 10-2224, subsection B w i t h i n  the  t h i r t y  day 
per iod OR I F  THE PROFESSIONAL CORPORATION DOES NOT MAKE AN OFFER PURSUANT TO 
SECTION 10-2224. SUBSECTION A WITHIN THE APPLICABLE TIME PERIOD. t h e  
shareholder du r ing  the  f o l l o w i n g  t h i r t y  day per iod  may d e l i v e r  a  w r i t t e n  
n o t i c e  t o  t h e  corpora t ion  demanding t h a t  i t  commence a  proceeding t o  
determine the  f a i r  value o f  the  shares. The corpora t ion  may commence a  
proceeding a t  any t ime dur ing  t h e  s i x t y  days fo l l ow ing  t h e  e f f e c t i v e  date o f  
i t s  o f f e r  no t i ce .  I f  i t  does not  do so WITHIN THE SIXTY DAY PERIOD OR THIRTY 
DAYS AFTER THE SHAREHOLDER DEMAND. WHICHEVER I S  EARLIER, the shareholder may 
commence a proceeding against the  corpora t ion  t o  determine the  f a i r  value o f  
i t s  shares. 

B. The corpora t ion  o r  d i s q u a l i f i e d  shareholder s h a l l  commence t h e  
proceeding i n  t h e  super io r  cour t  i n  t h e  county i n  which the  co rpo ra t i on ' s  
p r i n c i p a l  o f f i c e  i s  loca ted  o r .  i f  t h e  corporat ion 's  p r i n c i p a l  o f f i c e  i s  not  
loca ted  i n  t h i s  s ta te .  t h e  county i n  which the  corpora t ion 's  
eFCiee KNOWN PLACE OF BUSINESS i s  loca ted .  The corpora t ion  s h a l l  make t h e  
d i s q u a l i f i e d  shareholder a p a r t y  t o  t h e  proceeding as i n  an a c t i o n  aga ins t  
the  d i s q u a l i f i e d  pa r t y ' s  shares. The j u r i s d i c t i o n  o f  the  cour t  i n  which t h e  
proceeding i s  commenced i s  p lenary and exclus ive.  

C. The cou r t  may appoint one o r  more persons as appraisers t o  rece ive  
evidence and recommend a  dec is ion  on t h e  quest ion o f  f a i r  value. The 
appraisers have the power described i n  t h e  order appo in t ing  them. o r  i n  any 
amendment t o  i t . 

D. The d i s q u a l i f i e d  shareholder i s  e n t i t l e d  t o  judgment f o r  t h e  f a i r  
value o f  t h e  d i s q u a l i f i e d  SHAREHOLDER'S shares determined by t h e  
c o u r t  as o f  t h e  date o f  death. DISSOLUTION. d i s q u a l i f i c a t i o n  o r  t r a n s f e r  
together  w i t h  i n t e r e s t  from t h a t  date a t  a  r a t e  found by the  cour t  t o  be f a i r  
and equ i tab le .  

E. The cou r t  may order  t h e  judgment t o  be pa id  i n  i n s t a l l m e n t s  
determined by t h e  cou r t .  

Sec. 25. Sect ion 10-2226. Arizona Revised Statutes.  i s  amended t o  
read: 

10-2226. c o u r t  costs and fees o f  e m e r t h  
A. The cou r t  i n  an appraisal  proceeding commenced under s e c t i o n  

10-2225 s h a l l  determine a l l  costs o f  t h e  proceeding, i nc lud ing  t h e  reasonable 
compensation and expenses o f  appraisers appointed by the  cou r t ,  and s h a l l  
assess t h e  costs aga ins t  the  pro fess iona l  corpora t ion  unless t h e  c o u r t  
assesses costs against  t h e  d i s q u a l i f i e d  shareholder, i n  an amount t h e  c o u r t  
f i n d s  equ i tab le .  i f  the  cour t  f i n d s  t h e  shareholder acted a r b i t r a r i l y .  
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vexa t i ous l y  o r  no t  i n  good f a i t h  i n  r e f u s i n g  t o  accept t h e  corpora t ion 's  
o f f e r .  

8 .  The c o u r t  may a lso assess t h e  fees and expenses o f  counsel and 
experts f o r  the  d i s q u a l i f i e d  shareholder against  the  corpora t ion  and i n  favor  
o f  t h e  shareholder i f  the  cour t  f i nds  t h a t  t h e  f a i r  va lue o f  t h e  d i s q u a l i f i e d  
shareholder's sRaee SHARES s u b s t a n t i a l l y  exceeded t h e  amount o f f e r e d  by the  
corpora t ion  o r  t h a t  the  corporat ion d i d  n o t  make an o f f e r .  

Sec. 26. Sect ion 10-2227, Arizona Revised Sta tu tes .  i s  amended t o  
read: 

10-2227. Cance l la t ion  o f  d i s a u a l i f i e d  shares 
I f  t h e  shares o f  a  d i s q u a l i f i e d  f t e ~ s e ~  SHAREHOLDER a r e  n o t  acquired 

pursuant t o  sect ion 10-2223 w i t h i n  ten  months a f t e r  t h e  death OR DISSOLUTION 
o f  t h e  shareholder o r  w i t h i n  f i v e  months a f t e r  t h e  d i s q u a l i f i c a t i o n  or  
t r a n s f e r ,  the  profess ional  corporat ion s h a l l  immediately cancel the  shares 
on i t s  books and t h e  d i s q u a l i f i e d   pew^ SHAREHOLDER s h a l l  have no f u r t h e r  
i n t e r e s t  as a  shareholder i n  the  corporat ion other  than t h e  r i g h t  t o  payment 
o f  t h e  p r i c e  s p e c i f i e d  i n  sec t ion  10-2223. subsect ion 8 .  

Sec. 27. T i t l e  10. chapter 20, a r t i c l e  3. Arizona Revised Statutes. 
i s  amended by adding sec t ion  10-2228, t o  read: 

10-2228. D e f i n i t i o n  o f  d i s o u a l i f i e d  shareholder 
I N  THIS ARTICLE. UNLESS THE CONTEXT OTHERWISE REQUIRES. "DISQUALIFIED 

SHAREHOLDER" MEANS A  SHAREHOLDER DESCRIBED I N  SUBSECTION 10-2223. SUBSECTION 
A. PARAGRAPH 1 OR 2  OR THE LEGAL REPRESENTATIVE OF THAT SHAREHOLDER. 

Sec. 28. Sect ion 10-2231. Arizona Revised Sta tu tes .  i s  amended t o  
read: 

10-2231. Vot ina o f  shares 
A. Only a q u a l i f i e d  person may be appointed a  proxy t o  vo te  ANY VOTING 

shares o f  a  profess ional  corporat ion.  
B. A vo t ing  t r u s t  w i t h  respect t o  VOTING shares o f  a  p ro fess iona l  

co rpo ra t i on  i s  no t  v a l i d  unless a l l  o f  i t s  t rus tees  and b e n e f i c i a r i e s  are 
q u a l i f i e d  persons eeepk .  I f  a  t r u s t e e  o r  b e n e f i c i a r y  who i s  a  q u a l i f i e d  
person d ies OR DISSOLVES and the  person t o  whom the t rus teesh ip  o r  bene f i c i a l  
i n t e r e s t  i s  t o  devolve i s  no t  a  person t o  whom sec t i on  10-2222 would permi t  
t h e  shares he ld  by t h e  t r u s t  t o  be t r a n s f e r r e d  o r  a t r u s t e e  o r  bene f i c i a ry  
becomes d i s q u a l i f i e d .  a  vo t i ng  t r u s t  v a l i d  under t h i s  subsect ion continues 
t o  be v a l i d  f o r  ten  months a f t e r  the  date o f  death o r  f o r  f i v e  months a f t e r  
t h e  d i s q u a l i f i c a t i o n  occurred. 

Sec. 29. Sect ion 10-2244. Arizona Revised Sta tu tes .  i s  amended t o  
read: 

10-2244. Au tho r i t v  t o  t ransac t  business 
A.  Except as provided i n  subsect ion C o f  t h i s  sec t i on ,  a  f o r e i g n  

profess ional  corporat ion sha l l  not  t ransac t  business i n  t h i s  s t a t e  u n t i l  i t  . . P I S  GRANTED a u t h o r i t y  TO TRANSACT BUSINESS I N  THIS 
STATE from the commission. 
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8. A f o re ign  profess ional  corpora t ion  may no t  ob ta in  . . 
a u t h o r i t y  TO TRANSACT BUSINESS I N  THIS STATE unless: 

1. I t s  corporate name s a t i s f i e s  t h e  requirements o f  sec t ion  10-2215. 
2 .  I t  i s  incorporated f o r  one o r  more o f  t h e  purposes described i n  

sect ion 10-2211. 
3. A t  l e a s t  one-hal f  o f  i t s  shareholders who are e n t i t l e d  t o  vote f o r  

the  e l e c t i o n  o f  d i r e c t o r s ,  a t  l e a s t  one-ha l f  o f  i t s  d i r e c t o r s  and i t s  
pres ident ,  i f  any, are l i censed  i n  one o r  more s ta tes  t o  render a 
profess ional  se rv i ce  described i n  i t s  a r t i c l e s  o f  incorpora t ion .  

C. A f o r e i g n  pro fess iona l  co rpo ra t i on  i s  n o t  requ i red  t o  ob ta in  b . . 
a u t h o r i t y  t o  t ransac t  business i n  t h i s  s t a t e  unless i t  

maintains o r  in tends t o  mainta in an o f f i c e  i n  t h i s  s t a t e  f o r  t h e  conduct o f  
business o r  p ro fess iona l  p rac t i ce .  

Sec. 30. Sect ion 10-2245. Arizona Revised Sta tu tes .  i s  amended t o  
read: 

10-2245. ADD li c a t i o n  ' f o  r a u t h o r i t v  t o  t r a n s a c t  business 
The a p p l i c a t i o n  o f  a  f o r e i g n  pro fess iona l  co rpo ra t i on  f o r  . . 

e+ a u t h o r i t y  t o  TfMNSACT BUSINESS i n  t h i s  s ta te  
sha l l  conta in t h e  in fo rmat ion  prescr ibed i n  sec t ion  10-1503 and sha l l  inc lude 
a  statement t h a t  a t  l e a s t  one-ha l f  o f  i t s  shareholders who are e n t i t l e d  t o  
vote f o r  t h e  e l e c t i o n  o f  d i r e c t o r s ,  a t  l e a s t  one-ha l f  o f  i t s  d i r e c t o r s  and 
i t s  p res ident ,  i f  any, a re  l i censed  i n  one o r  more s ta tes  t o  render a 
p ro fess iona l  se rv i ce  descr ibed i n  i t s  a r t i c l e s  o f  i nco rpo ra t i on  and be 
accompanied by a  statement from t h e  l i c e n s i n g  a u t h o r i t y  i n d i c a t i n g  t h a t  a t  
l e a s t  one o f  i t s  shareholders o r  employees i s  l i c e n s e d  i n  t h i s  s t a t e  t o  
render t h a t  p ro fess iona l  se rv i ce .  

Sec. 31. Sect ion 10-2246. Arizona Revised Sta tu tes .  i s  amended t o  
read: 

10-2246. Revocation o f  c e r t i f i c a t e  o f  a u t h o r i t t  
Pursuant t o  chapter 15. a r t i c l e  3 o f  t h i s  t i t l e ,  t h e  commission may 

a d m i n i s t r a t i v e l y  revoke t h e  . . 
a u t h o r i t y  o f  a  fo re ign  

profess ional  corpora t ion  a&kw+d t o  t ransac t  business i n  t h i s  s t a t e  i f  a 
l i cens ing  a u t h o r i t y  w i t h  j u r i s d i c t i o n  over a  pro fess iona l  se rv i ce  described 
i n  the  corpora t ion 's  a r t i c l e s  o f  i n c o r p o r a t i o n  c e r t i f i e s  t o  t h e  commission 
tha t  the  corpora t ion  has v i o l a t e d  o r  i s  v i o l a t i n g  a  p rov i s ion  o f  t h i s  chapter 
and describes t h e  v i o l a t i o n  i n  t h e  c e r t i f i c a t e .  3 6 
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