Washington’s New LLC Act

This summary was prepared by
Douglas L. Batey and Brian J. Todd, co-chairs of the Partnership and LLC Law Committee
of the

Business Law Section of the Washington State Bar Association

This is a publication of a section of the Washington State Bar Association. All opinions and comments in
this publication represent the views of the authors and do not necessarily have the endorsement of the
Association or its officers or agents.



l. BACKGROUND

Washington first enacted its Limited Liability Company Act in 1994 (the “LLC Act”). The LLC
Act has been amended piecemeal several times, and last year the LLC Act and the Business
Corporation Act were significantly amended to authorize entity conversions. That change
allowed conversions between Washington limited liability companies (“LLCs”), corporations, and
limited partnerships, as well as allowing entities formed under the laws of another state to convert
into Washington LLCs and corporations, and vice versa.

LLCs have become the leading type of entity used for new business formations in Washington.
For example, in 2014 there were 37,994 new LLCs formed in Washington, compared to 7,384
new business corporations. LLCs are used for a wide variety of types and sizes of businesses.
LLCs may be formed in each of the 50 states, and LLCs formed in Washington may qualify to
transact business in every state.

The Partnership and LLC Law Committee of the WSBA’s Business Law Section (the
“Committee”) began considering revisions to Washington’s LLC Act in 2008. After an initial
review of the Uniform Law Commission’s Revised Uniform Limited Liability Company Act
(“RULLCA”), the Committee decided to focus on modernizing and improving Washington’s
LLC Act instead of recommending the adoption of RULLCA. The Committee accordingly
began in 2009 a detailed process of reviewing, revising and updating the LLC Act. The
Committee’s primary goals were to make the LLC Act more flexible and user-friendly, to
eliminate or modify provisions that create unnecessary problems or pitfalls for business people
forming and operating LLCs and to update and modernize the language of the LLC Act.

A secondary goal, to further uniformity among Washington’s business statutes when feasible,
was furthered by modeling a number of provisions after comparable provisions of Washington’s
Uniform Limited Partnership Act, RCW chapter 25.10 (“ULPA”), and in some cases
Washington’s Business Corporation Act, RCW title 23B. The Committee also consulted
regularly with the office of the Secretary of State and incorporated changes suggested by that
office, in order to clarify and improve the process of forming and maintaining LLCs.

The result of the Committee’s efforts was a proposed new and updated version of the LLC Act
(the “New Act”). The New Act was reviewed and approved by the Executive Committee of the
Business Law Section, the WSBA'’s Legislative Committee, and the Board of Governors of the
WSBA. The resulting Senate Bill 5030 was sponsored by Senators Jamie Pedersen and Steve
O’Ban, and was passed by unanimous votes of the Washington Senate and the House, with the
final approval occurring on April 16, 2015.

The legislative session ended on April 26, 2015, and Governor Jay Inslee is expected to sign the
bill shortly. The bill will become law 90 days after the end of the legislative session, that is, on
July 25, 2015. However, the changes will not apply to new or existing LLCs until January 1,
2016.



. THE HUB BILL

A. History. A second bill amending the LLC Act also was recently passed by the
Washington Legislature. SB 5387 enacted the Uniform Business Organizations Code — General
Provisions (the “Hub Bill”). The Hub Bill was passed by unanimous votes in both houses, and
should be signed by Governor Jay Inslee soon. Like the New Act, the Hub Bill will become law
90 days after the end of the legislative session, on July 25, 2015.

The Hub Bill is based on Part | of the Uniform Law Commission’s (“ULC’s”) Uniform Business
Organizations Code (the “UBOC”). The Hub Bill was sponsored by Senators Jamie Pedersen, a
ULC Commissioner, and Steve O’Ban. A working group of lawyers comprised of members of
the Business Law Section’s Corporate Act Revision and the Partnership and LLC Law
Committees reviewed the bill and proposed changes that were incorporated in the final Hub Bill.

B. Function. Part | of the Hub Bill centralizes a number of primarily administrative
provisions that are currently replicated, with some variations, in several of Washington’s
business entity statutes. The Hub Bill replaces those provisions in the entity statutes with cross
references to the relevant sections in Part | of the Hub Bill. The result is a more uniform
approach throughout the entity statutes to the administrative functions covered by the Hub Bill
covers. The ULC has described the UBOC as “a ‘Hub and Spoke’ model in which provisions
common to all the individual statutes are placed in the Hub and the other provisions remain in
the individual entity acts, which are the Spokes.”

For example, RCW 25.15.015 deals with reservation of an LLC’s name. Reservation of a
domestic business entity’s name is dealt with in Section 1303 of the Hub Bill. The Hub Bill
replaces RCW 25.15.015’s name reservation rules with a simple statement to the effect that an
LLC’s name may be reserved by a filing with the Secretary of State in accordance with Section
1303 of the Hub Bill. A similar change is made to the Business Corporation Act, replacing the
name reservation language of RCW 23B.04.020 with a statement about a filing in accordance
with Section 1303 of the Hub Bill. Similar changes are also made to the name reservation rules
of the other business entity statutes covered by the Hub Bill.

The Washington entity statutes covered by the Hub Bill are:

Business Corporation Act RCW Title 23B
Nonprofit Corporation Act RCW Ch. 24.03
Nonprofit Miscellaneous and Mutual Corporations Act RCW Ch. 24.06
Revised Uniform Partnership Act RCW Ch. 25.05
Uniform Limited Partnership Act RCW Ch. 25.10
Limited Liability Company Act RCW Ch. 25.15

C. Coordination. SB 5030 (the New Act) and SB 5387 (the Hub Bill) both amend the LLC
Act. However, SB 5030 amends the existing LLC Act, while the Hub Bill amends SB 5030
(thus avoiding potentially conflicting changes to the Current Act). The Hub Bill’s changes to the
LLC Act refer to section numbers in SB 5030.



It is not expected that these two bills will be codified until approximately September, 2015.
Accordingly, we include in these materials a Cross Reference Table for the two bills, at
Addendum A. The table shows, for each section of the current LLC Act (the “Current Act”),
what section of SB 5030 amends it, and which section, if any, of SB 5387 amends the SB 5030
section.

The text of SB 5030, as passed, is enclosed with these materials at Addendum B. SB 5030 may
also be found online at http://lawfilesext.leg.wa.gov/biennium/2015-
16/Pdf/Bills/Senate%20Passed%20L egislature/5030-S.PL.pdf.

The text of SB 5387, as passed, may be found at http://lawfilesext.leg.wa.gov/biennium/2015-
16/Pdf/Bills/Senate%20Passed%20L egislature/5387.PL.pdf.

The text of either SB 5030 or SB 5387 may also be found by using the Legislature’s web page, at
http://app.leg.wa.gov/billinfo/.

The Partnership and LLC Act Committee intends to prepare a marked copy of the Current LLC
Act, showing the changes made by the New Act and the Hub Bill, after the Code Reviser has
codified the results of the two bills. It is intended that the markup will be publicly available to
members of the Business Law Section. In the meantime, included in these materials as
Addendum C is an unofficial integration of the changes made by the New Act and the Hub Bill,
as compared against the Current LLC Act. The integration of the two Bills reflects the authors’
best effort at inserting the changes made by the Hub Bill into the New Act. Any errors are
purely those of the authors, not the Legislature, its staff or the office of the Code Reviser.

I11. OVERVIEW OF THE CHANGES

When effective, the New Act will completely replace the Current Act, but in most cases the
language of the sections in the Current Act is revised rather than being completely changed. The
order of the various sections is retained in most cases. A few sections were deleted and a few
were added. The more significant of the changes adopted by the Committee are described below.

Default Rules and LLC Agreements. The New Act preserves the ability of the members of an
LLC to enter into a limited liability company agreement governing and controlling the relations
between the LLC’s members as well as between members and the LLC, and controlling the
rights and duties of LLC managers. Both the Current Act and the New Act contain default rules
on these topics, but allow an LLC agreement to change the default rules (except those default
rules that are “non-changeable,” described below). To the extent that an LLC agreement does not
address a topic covered by the LLC Act, the corresponding default rule will apply.

The New Act clarifies which of the default rules may not be changed by an LLC agreement and
consolidates all of these non-changeable rules in one section. SB 5030 § 5(3). This is intended to
eliminate the need to hunt throughout the statute for phrases such as “unless otherwise provided
in the limited liability company agreement.” This approach corresponds to that taken by ULPA
and by Washington’s Revised Uniform Partnership Act (“RUPA”).
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Oral or Implied LLC Agreements. The Current Act defines a “limited liability company
agreement” as “any written agreement of the members, or any written statement of the sole
member, as to the affairs of a limited liability company and the conduct of its business which is
binding upon the member or members.” RCW 25.15.005(5) (emphasis added). The result is that
only a written agreement of the LLC’s members can override a default provision of the Current
Act.

The New Act removes the writing requirement and provides instead that an LLC agreement may
be “oral, implied, in a record, or in any combination.” SB 5030 § 1(7). This change will allow an
LLC agreement that is oral or implied, as well as a written LLC agreement, to override any of the
statutory default rules, other than the non-changeable default rules listed in SB 5030 § 5. The
only limitation is that a written LLC agreement is necessary to limit the applicability of
dissenters’ rights to a merger. The New Act does not change any principles of contract law or
rules of evidence regarding oral agreements.

These changes conform Washington’s LLC Act with its general and limited partnership statutes,
both of which permit written partnership agreements. In addition, Delaware and the majority of
other states similarly do not require LLC agreements to be in writing.

Manager-managed or Member-managed. In the Current Act, an LLC’s certificate of formation
must indicate whether the LLC is managed by its members or by managers. However, the annual
reports filed by Washington LLCs indicate that many filers are confused as to whether the LLC
is member-managed or manager-managed, and many filings are inconsistent with the applicable
certificate of formation. Under the New Act the LLC agreement will determine the manner in
which an LLC is managed. Thus, an LLC will be manager-managed if the LLC agreement vests
management of the LLC in one or more managers. Otherwise it will be member-managed.
Conforming definitions of “manager-managed” and “member-managed” were added. SB 5030

88 1(9), 1(11).

No Statutory Apparent Authority. The Current Act provides that in a member-managed LLC, a
member’s act “for apparently carrying on in the usual way” the business of the LLC binds the
LLC unless the party with whom the member is dealing has knowledge that the member lacks
authority. RCW 25.15.150(1). The Current Act thus confers on each member of a member-
managed LLC the apparent authority to bind the LLC for matters in the ordinary course of the
LLC’s business. This is feasible when the certificate of formation (a publicly filed document)
indicates whether the LLC is member-managed or manager-managed, but not so when the
certificate is silent on who manages.

Consistent with the removal of the requirement that the certificate of formation indicate if an
LLC is manager-managed, the New Act deletes the statement of a member’s apparent authority
for matters in the ordinary course. Third parties dealing with LLCs may instead rely on well-
established law relating to agency principles to determine actual and apparent authority of LLC
members and managers, much as parties dealing with corporations do.

Board as Manager. The Current Act defines an LLC manager as a “person” designated as a
manager by an LLC agreement. “Person” as currently defined in RCW 25.15.005(9) includes any
of several types of entities, but the definition does not include a group of individuals such as a
traditional board of directors.




The New Act allows for a board to act as manager by defining a manager as “a person, or a
board, committee, or other group of persons” named or designated by an LLC agreement as a

manager of the LLC. SB 5030 § 1(8).

If a manager is a board or other group of persons, the fiduciary standards of conduct apply to
each person in the board or group as if such person were a manager. SB 5030 § 11(1)(b).

If an LLC’s manager is a board or other group of persons, no member of the board will have
authority, merely by virtue of being a board member, to act on behalf of the LLC (unless so
authorized by the LLC agreement or other delegation of authority). SB 5030 § 32(3)(b).

Standards of Conduct. The Current Act does not specifically describe the scope of a manager’s
or managing member’s fiduciary obligations. The Washington courts have recognized that LLC
managers have fiduciary duties akin to those of partners in a partnership in Bishop of Victoria
Corp. Sole v. Corporate Bus. Park, LLC, 138 Wash. App. 443, 158 P.3d 1183 (2007), but there
remains uncertainty as to the scope of those duties in the context of an LLC.

The New Act therefore includes a new section that describes a manager’s or managing member’s
fiduciary duties to be the duties of loyalty and care, and sets out the components of each. Section
SB 5030 § 11. This section also allows the members to modify, expand, restrict, or eliminate the
fiduciary duties of managers or managing members in their LLC agreement, subject to certain
limits. This Section is based on ULPA’s standards of conduct for general partners, RCW
25.10.441.

Voting by Members. For actions requiring member approval, the Current Act’s default rule
requires the vote or consent of members contributing, or required to contribute, more than 50%
of the agreed value (as stated in the records of the LLC) of contributions made or required to be
made by all members. RCW 25.15.120(1). In many cases this standard leads to uncertainty and
unpredictability. The New Act’s default rule therefore simply requires a majority of the
members, voting on a per capita basis, for members to approve an action. SB 5030 § 26(1). This
is the same default standard used in ULPA for voting by the general partners of a limited
partnership.

Unanimous Voting Requirements. The default rules of both the Current Act and the New Act
include a number of actions that require unanimous member approval. For example, the default
iS unanimous member approval to amend an LLC’s certificate of formation or LLC agreement,
to admit a transferee of an LLC interest as a member of the LLC, or to dissolve an LLC.

The New Act has consolidated into one new section, with cross references, a list of all actions for
which the default rules require unanimous member approval. SB 5030 § 26(2).

Records and Information. The Current Act lists certain records that an LLC is required to keep
and gives members the right to inspect and copy those records. The required records are fairly
limited, and members do not currently have a right under the statutory default rules to access
other records, such as accounting records.

The New Act provides additional protection for minority members by creating a right for
members to access certain additional records, including accounting records, subject to meeting
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the specified requirements. A member seeking the records must have a purpose reasonably
related to the member’s interest in the LLC, and the records requested must be directly related to
the member’s purpose. The member’s written demand must set forth the purpose and the
particular records requested. Procedures are defined for the member’s demand and the LLC’s
response, and the LLC may impose reasonable restrictions on the member’s use of the
information. SB 5030 § 29. The New Act’s two-tiered approach to accessing records is similar to
that of the Washington Business Corporation Act in RCW 23B.16.020.

Allocations of Profits and Losses. The Current Act’s default rule prescribes that distributions,
and profits and losses, will be allocated to the members in proportion to the agreed value of
contributions made or required to be made by each member. The New Act instead provides a
default rule for distributions, based on the agreed value of contributions (SB 5030 § 41), but
provides no default rule for allocating profits and losses.

This is the same approach used by ULPA. As the Uniform Law Commission noted in its
comments on ULPA, “Nearly all limited partnerships [and LLCs] will choose to allocate profits
and losses in order to comply with applicable tax, accounting and other regulatory requirements.
Those requirements, rather than this Act, are the proper source of guidance for that profit and
loss allocation.” Even if a default rule were retained in the LLC Act, it would have no effect
(other than to create confusion) if the resulting allocations deviated from applicable income tax
rules. Additionally, default rules on the allocation of profits and losses could be inconsistent with
the tax treatment of LLCs that elect to be taxed as S corporations or C corporations.

Liability for Consenting to Improper Distributions. The Current Act provides in RCW 25.15.235
that an LLC may not make distributions while insolvent, and that a member who knowingly
receives a distribution from an insolvent LLC is liable to the LLC for the amount of the
distribution.

A new section, SB 5030 § 47, has been added that explicitly imposes personal liability on a
manager, or on a member of a member-managed LLC, who consents to a distribution which
violates the LLC agreement or the solvency requirement of RCW 25.15.235 (now SB 5030 §
46). This new section is based on the comparable ULPA section, RCW 25.10.501. Personal
liability is implicit under the Current Act, but the provision is far from clear.

Certificates of Existence. The Hub Bill adds detailed provisions regarding the issuance by the
Secretary of State of certificates of existence for domestic LLCs and certificates of registration
for foreign LLCs. SB 5387 8§88 1208, 7106. These provisions set forth the contents of such a
certificate, and indicate that such a certificate may be relied on as conclusive evidence of the
facts stated in the certificate. SB 5387 § 1208(3).

Conversions. SB 5999 (the “Conversion Bill”) was passed by the legislature in the 2014 Regular
Session and became effective on June 14, 2014. The Conversion Bill authorized the conversion
of Washington LLCs and corporations into other entity types in Washington or other states, and
also authorized the conversion of entities from other states into Washington LLCs and
corporations. The Conversion Bill provisions relating to LLCs were codified and included last
year in the Revised Code of Washington at RCW 25.15.417 through RCW 25.15.423. Those
LLC conversion sections have been integrated into the New Act and have not been modified. SB
5030 § 84-88.



Mergers and Personal Liability. The New Act adds an additional approval requirement for
mergers. If a member of a merging LLC will have personal liability with respect to the surviving
entity, then for the merger to be approved, the member must sign a separate written consent to
become subject to such liability. SB 5030 § 88. This new requirement is in addition to the
requirement for majority member approval of the merger.

This new approval requirement is modeled on the Conversion Bill’s similar requirement for
written consents from LLC members who will become subject to personal liability with respect
to a converted organization, and is in the same section.

Effective Date. The New Act specifies a delayed effective date for existing LLCs of January 1,
2016 . SB 5030 § 104. Following the effective date, the New Act would apply to both new and
existing LLCs formed in Washington.

IV. IMPACTS ON EXISTING LLCS AND DRAFTING CONSIDERATIONS

Existing LLCs will not be affected by the New Act until it becomes effective on January 1, 2016.
SB 5030 § 104. Thereafter the New Act will apply to all Washington LLCs, but the New Act will
not affect an action commenced, proceeding brought, or right accrued before January 1, 2016.
SB 5030 § 106.

The New Act’s impact on an existing LLC will depend on the particular provisions of its LLC
agreement, and can be determined by reviewing those provisions in the context of the changes to
the statute made by the New Act. In such a review, the New Act’s basic rule should be kept in
mind: an LLC agreement can override the default provisions of the New Act, except for the 15
nonwaivable provisions enumerated in SB 5030 8§ 5. Most, but not all, of those non-changeable
provisions are nonwaivable in the Current Act.

The following paragraphs comment on some issues that may be of interest when reviewing,
revising, or drafting LLC agreements.

Oral LLC Agreements. The New Act allows an oral LLC agreement to override the default rules
of the LLC Act, other than the non-changeable provisions and the applicability of dissenter’s
rights to a merger. In many cases the members may want to preclude the possibility of later
claims of oral amendments to their written LLC agreement. In those cases the LLC Act’s
allowance of oral agreements underscores the importance of a merger clause in the LLC
agreement, including a no-amendment-except-in-writing clause. It should be noted that in
Washington a no-amendment-except-in-writing clause may not necessarily prevent the parties
from amending such a contract orally or by their conduct. See, e.g., Pacific Northwest Group v.
Pizza Blends, Inc., 90 Wash. App. 273 (1998).

Standards of Conduct. The New Act’s new section on managers’ and managing members’
fiduciary duties contemplates that a member’s or manager’s duties may be modified, expanded,
restricted, or eliminated. SB 5030 8§ 11. In many commercial enterprises the members may desire
to limit or eliminate such fiduciary duties, and this can be done in their LLC agreement. Section
11 provides an irreducible minimum, however: The LLC agreement cannot eliminate or limit the
duty of a member or manager to avoid intentional misconduct and knowing violations of law, or
the implied contractual duty of good faith and fair dealing. SB 5030 § 11(6)(a), (b).




Member Voting. The New Act changes the default rule for member voting from the agreed
value of the members’ contributions, to per capita voting, i.e., one vote per member. SB 5030 §
26(1). This is a significant change, but it will only affect those rare LLCs whose agreements do
not already define how the members vote. In those cases the LLC agreement should be modified
to define how the members vote, unless the members are comfortable with per capita voting.

LLC Records and Information. The New Act gives members the right to access LLC records
and information beyond what the LLC Act currently allows, provided they have a proper purpose
and comply with the procedures. SB 5030 § 29. An LLC agreement can limit this right, but may
not “unreasonably restrict the right to records or information.” SB 5030 § 5(3)(g). Section 29
also allows the LLC in its agreement to impose reasonable restrictions on the use of records and
information obtained under its aegis. SB 5030 § 29(8).

Board as Manager. The New Act, unlike the Current Act, permits an LLC to be managed by a
board of directors, a la the corporate model. The New Act does this by defining a manager as a
“person, or a board, committee, or other group of persons,” named in or designated as a manager
by an LLC agreement.

Individual members of the board will be subject to the fiduciary duty rules as if the individual
were a manager. SB 5030 § 11(1)(a). And unless provided otherwise in the LLC agreement, no
member of the board will be an agent of the LLC merely by virtue of acting solely as a
participant in the board. SB 5030 § 32(3)(b). These two characteristics are typical of corporate
boards of directors.

An LLC whose members desire to use a board structure will need to include in their LLC
agreement provisions to designate its board as a manager and to name or provide a procedure to
elect board members. Members should also consider setting forth in the their LLC agreement
rules for matters such as qualifications of board members, terms of directors, vacancies on the
board, notices of board meetings, quorum requirements, voting of board members, resolution of
conflicts of interest, etc. Unlike chapter 23B.08 of the Business Corporation Act, the New Act
does not provide rules for such matters.

Mergers and Dissenters’ Rights. The Current Act gives LLC members the right to dissent from
an LLC’s merger and obtain payment for the fair value of their member interests. RCW
25.15.425 et. seq. The New Act makes few changes to those rules, with one significant
exception.

In the Current Act, dissenters’ rights are nonwaivable, i.e., provisions to the contrary in an LLC
agreement are not enforceable. The New Act, in contrast, provides that a member of a merging
LLC is entitled to dissent and obtain payment of the fair value of its interests, “except as
provided ... in a written limited liability company agreement.” SB 5030 § 90(1) (emphasis
added).

Thus, members can agree in a written LLC agreement to limit or eliminate dissenters’ rights, or
to modify the procedures for giving notice to members or for determining payment amounts to
dissenting members.



ADDENDUM A

CROSS REFERENCE TABLE FOR SB 5030 (NEwW LLC AcCT) AND SB 5387 (HUB
BILL)

MAYy 2015

SB 5030 SB 5387

. . .
current LLC Act Sections Sections Notes

ARTICLE I. GENERAL PROVISIONS
25.15.005 Definitions. 1

25.15.007 Standards for 2 7133 § 7133 repeals § 2 of SB 5030
electronic filing --

Rules.

25.15.010 Name set forth in 3 7101
certificate of
formation.

25.15.015 Reserved name -- 4 7102
Registered name.

[New: Effect of limited liability company 5
agreement — Nonwaivable provisions]

25.15.020 Registered office - 6 7103
- Registered
agent.

25.15.025 Service of 7 7104
process on
domestic limited
liability companies

25.15.030 Nature of 8
business
permitted --
Powers.

[New: Governing law.] 9

25.15.035 Business 10
transactions of
member or
manager with the
limited liability

1 Each SB 5387 section noted in this table amends the corresponding section referenced for SB 5030,
except for those sections of SB 5030 noted as being repealed by SB 5387.
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http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.005
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.007
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.010
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.015
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.020
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.025
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.030
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.035

company.

[New: General standards of conduct;
limitation of liability]

25.15.040 Limitation of
liability and
indemnification.
25.15.045 Professional
limited liability
companies
[New: Professional limited liability
company — Licensing]
[New: Foreign professional limited
liability company.]
25.15.050 Member
agreements.

25.15.055 Membership
residency.

25.15.060 Piercing the veil.

ARTICLE Il. FORMATION:
CERTIFICATE OF FORMATION,
AMENDMENT, FILING AND
EXECUTION

25.15.070 Certificate of formation.

25.15.075 Amendment to certificate of

formation.
[New: Restated certificate.]

25.15.085 Execution.

25.15.090 Execution, amendment, or
cancellation by judicial
order.

25.15.095 Filing.
25.15.100 Restated certificate.
25.15.105 Initial and annual reports.

ARTICLE lll. MEMBERS

25.15.115 Admission of
members.

25.15.120 Voting and

11

12

13

14

15

16

17

18
19

20
21
22

23

24

25

26

11

7105

7106
7107

7108
7109
7110

7111

7112


http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.040
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.045
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.050
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.055
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.060
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.070
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.075
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.085
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.090
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.095
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.100
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.105
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.115
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.120

classes of
membership.

25.15.125 Liability of members and
managers to third parties.

25.15.130 Events of
dissociation.

25.15.135 Records and
information.

25.15.140 Remedies for
breach of limited
liability company
agreement by
member.
ARTICLE IV. MANAGEMENT AND
MANAGERS

25.15.150 Management.
[New: Member-managed.]
[New: Manager-managed.]

[New: Delegation of rights and powers
to manage.]

25.15.155 Liability of
managers and
members.

25.15.160 Manager --
Members' rights
and duties.

25.15.165 Voting and classes of
managers.

25.15.170 Remedies for breach of
limited liability company
agreement by manager.

25.15.175 Reliance on reports and
information by member or
manager.

25.15.180 Resignation of manager.

25.15.185 Loss of sole remaining
manager.

ARTICLE V. FINANCE

25.15.190 Form of contribution.

27

28

29

30

31
32
33

34

35

36

37
38

39
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http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.125
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.130
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.135
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ADDENDUM B

Senate Bill 5030, As Passed by the Senate April 16, 2015

SUBSTITUTE SENATE BILL 5030

AS AMENDED BY THE HOUSE
Passed Legislature - 2015 Regular Session
State of Washington 64th Legislature 2015 Regular Session

By Senate Law & Justice (originally sponsored by Senators Pedersen and
O'Ban; by request of Washington State Bar Association)

AN ACT Relating to the limited liability company act; amending 2 RCW
23B.11.080, 23B.11.090, 23B.11.110, 25.05.375, 25.05.380, 25.05.385,
25.05.390, 25.05.425, 25.10.781, 30A.08.025, 32.08.025, and 82.32.145;
adding new sections to chapter 25.15 RCW; repealing 5 RCW 25.15.005,
25.15.007, 25.15.010, 25.15.015, 25.15.020, 25.15.025,

25.15.030, 25.15.035, 25.15.040, 25.15.045, 25.15.050, 25.15.055,
25.15.060, 25.15.070, 25.15.075, 25.15.085, 25.15.080, 25.15.095,
25.15.100, 25.15.105, 25.15.115, 25.15.120, 25.15.125, 25.15.130,
25.15.135, 25.15.140, 25.15.150, 25.15.155, 25.15.160, 25.15.165,
25.15.170, 25.15.175, 25.15.180, 25.15.185, 25.15.190, 25.15.195,
25.15.200, 25.15.205, 25.15.215, 25.15.220, 25.15.225, 25.15.230,
25.15.235, 25.15.245, 25.15.250, 25.15.255, 25.15.260, 25.15.270,
25.15.273, 25.15.275, 25.15.280, 25.15.285, 25.15.290, 25.15.293,
25.15.295, 25.15.298, 25.15.300, 25.15.303, 25.15.310, 25.15.315,
25.15.320, 25.15.325, 25.15.330, 25.15.335, 25.15.340, 25.15.345,
25.15.350, 25.15.355, 25.15.360, 25.15.365, 25.15.366, 25.15.370,
25.15.375, 25.15.380, 25.15.385, 25.15.390, 25.15.395, 25.15.400,
25.15.405, 25.15.410, 25.15.415, 25.15.417, 25.15.419, 25.15.420,
25.15.422, 25.15.423, 25.15.425, 25.15.430, 25.15.435, 25.15.440,
25.15.445, 25.15.450, 25.15.455, 25.15.460, 25.15.465, 25.15.470,
25.15.475, 25.15.480, 25.15.800, 25.15.805, 25.15.810, 25.15.900,

25.15.901, and 25.15.902; and providing an effective date.

18



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

ARTICLE I. GENERAL PROVISIONS

NEW SECTION. Sec. 1. The definitions in this section apply
throughout this chapter unless the context clearly requires
otherwise.

(1) "Agreed value" means the value of the contributions made by a
member to the limited liability company. Such value shall equal the
amount agreed upon in a limited liability company agreement or, if no
value i1s agreed upon, the value shall be determined based on the
records of the limited liability company.

(2) "Certificate of formation" means the certificate of formation
required by section 18 of this act and such certificate as amended or
restated.

(3) "Distribution" means a transfer of money or other property
from a limited liability company to a member in the member's capacity
as a member or to a transferee on account of a transferable interest
owned by the transferee.

(4) "Execute," "executes," or "executed" means, with respect to a
record, either (a) signed with respect to a written record or (b)
electronically transmitted along with sufficient information to
determine the sender's identity with respect to an electronic
transmission.

(5) "Foreign limited liability company" means an unincorporated
entity formed under the law of a jurisdiction other than this state
and denominated by that law as a limited liability company.

(6) "Limited liability company" or "domestic limited liability
company" means a limited liability company having one or more members
or transferees that is formed under this chapter.

(7) "Limited liability company agreement" means the agreement,
including the agreement as amended or restated, whether oral,
implied, in a record, or in any combination, of the member or members
of a limited liability company concerning the affairs of the limited
liability company and the conduct of its business.

(8) "Manager" means a person, oOr a board, committee, or other
group of persons, named as a manager of a limited liability company
in, or designated as a manager of a limited liability company
pursuant to, a limited liability company agreement.

(9) "Manager-managed" means, with respect to a limited liability
company, that the limited liability company agreement vests
management of the limited liability company in one or more managers.
(10) "Member" means a person who has been admitted to a limited
liability company as a member as provided in section 25 of this act
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and who has not been dissociated from the limited liability company.

(11) "Member-managed" means, with respect to a limited liability
company, that the limited liability company is not manager-managed.
(12) "Person" means an individual, corporation, business trust,

estate, trust, partnership, limited partnership, limited liability
company, association, joint venture, government, governmental
subdivision, agency, or instrumentality or any other legal or
commercial entity.

(13) "Principal office" means the office, in or out of this

state, so designated in the annual report, where the principal
executive offices of a domestic or foreign limited liability company
are located.

(14) "Professional limited liability company" means a limited
liability company that is formed in accordance with section 13 of
this act for the purpose of rendering professional service.

(15) "Professional service" means the same as defined under RCW 22
18.100.030.

(16) "Record" means information that is inscribed on a tangible
medium or that is stored in an electronic or other medium and is
retrievable in perceivable form.

(17) "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
United States.

(18) "Transfer" includes an assignment, conveyance, deed, bill of
sale, lease, gift, and transfer by operation of law, except as
otherwise provided in section 49(6) of this act.

(19) "Transferable interest" means a member's or transferee's

right to receive distributions of the limited liability company's
assets.

(20) "Transferee" means a person to which all or part of a
transferable interest has been transferred, whether or not the
transferor is a member.

NEW SECTION. Sec. 2. The secretary of state may adopt rules to
facilitate electronic filing. The rules must detail the circumstances
under which the electronic filing of records 1is permitted, how the
records must be filed, and how the secretary of state returns filed
records. The rules may also impose additional requirements related to
implementation of electronic filing processes, including but not
limited to file formats, signature technologies, delivery, and the
types of entities or records permitted.

NEW SECTION. Sec. 3. (1) The name of each limited liability
company as set forth in its certificate of formation:

(a) Must contain the words "Limited Liability Company," the words
"Limited Liability" and abbreviation "Co.," or the abbreviation
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"L.L.C." or "LLC";

(b) Must not contain language stating or implying that the

limited liability company is formed for a purpose other than those
permitted by section 8 of this act;

(c) Must not contain any of the words or phrases: "Cooperative,"
"partnership," "corporation," "incorporated," or the abbreviations 19
"corp.," "ltd.," or "inc.," or "LP,"™ "L.P.," "LLP,"™ "L.L.P.,"™ "LLLP,"

"L.L.L.P.," or any words or phrases prohibited by any statute of this
state; and

(d) Unless authorized by subsection (2) of this section, must be
distinguishable in the records of the secretary of state from (i) the
name of each person incorporated, formed, or authorized to transact
business in this state through a filing or registration with the
secretary of state; and (ii) each name reserved under section 4 of
this act or under other statutes of this state providing for the
reservation of names with the secretary of state.

(2) A limited 1liability company may apply to the secretary of
state for authorization to use any name which is not distinguishable
upon the records of the secretary of state from one or more of the
names described in subsection (1) (d) of this section. The secretary
of state shall authorize use of the name applied for if the other
person consents in writing to the use and files with the secretary of
state records necessary to change its name or the name reserved to a
name that 1is distinguishable upon the records of the secretary of
state from the name of the applying limited liability company.

(3) A name shall not be considered distinguishable upon the

records of the secretary of state by virtue of:

(a) A variation in any of the following designations for the same
name: "Corporation," "incorporated," "company," "professional
corporation," "professional service," "limited," "partnership,"
"limited partnership,”" "limited liability limited partnership,"
"limited liability company," "professional limited liability
company," or "limited liability partnership," or their permitted
abbreviations;

(b) The addition or deletion of an article or conjunction such as
"the" or "and" from the same name;

(c) Punctuation, capitalization, or special characters or symbols

in the same name; or

(d) Use of abbreviation or the plural form of a word in the same
name.

(4) This chapter does not control the use of assumed business
names or "trade names."

(5) Violation of subsection (1) (c) of this section by a limited
liability company whose certificate of formation or amendment thereto
has been accepted for filing by the secretary of state shall not, in
itself, invalidate the formation or existence of a limited liability
company or render this chapter inapplicable to a limited liability
company.
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NEW SECTION. Sec. 4. (1) Reserved Name--Domestic Limited

Liability Company.

(a) A person may reserve the exclusive use of a limited 1liability
company name by delivering an application to the secretary of state
for filing. The application must set forth the name and address of
the applicant and the name proposed to be reserved. If the secretary
of state finds that the limited liability company name applied for is
available, the secretary of state shall reserve the name for the
applicant's exclusive use for a nonrenewable one hundred eighty-day
period.

(b) The owner of a reserved limited liability company name may
transfer the reservation to another person by delivering to the
secretary of state an executed notice of the transfer that states the
name and address of the transferee.

(2) Reserved Name--Foreign Limited Liability Company.

(a) A foreign limited liability company may reserve its name if

the name is distinguishable upon the records of the secretary of

state from the names specified in section 3 of this act.

(b) A foreign limited liability company reserves its name by
delivering to the secretary of state for filing an application that:
(i) Sets forth its name and the state or country and date of its
formation; and
(ii) Is accompanied by a certificate of existence, or a record of
similar import, from the state or country of formation.

(c) The name is reserved for the applicant's exclusive use upon

the effective date of the application and until the close of the
calendar year in which the application for name reservation is filed.
(d) A foreign limited liability company whose name reservation 1is
effective may renew it for successive years by delivering to the
secretary of state for filing a renewal application, which complies
with the regquirements of (b) of this subsection, between October 1st
and December 31st of the preceding year. The renewal application when
filed renews the name reservation for the following calendar year.

(e) A foreign limited liability company whose name reservation 1is
effective may thereafter register as a foreign limited liability
company under the reserved name, or consent in writing to the use of
that name by a domestic limited liability company, domestic
corporation, domestic limited partnership, or domestic limited
liability partnership thereafter formed, or by another foreign
limited liability company, foreign corporation, foreign limited
partnership, or foreign limited liability partnership thereafter
authorized to transact business in this state. The name reservation
terminates when the domestic limited liability company is formed, the
domestic corporation is incorporated, the domestic limited 1liability
partnership is formed, or the domestic limited partnership is formed,
or the foreign limited liability company registers or consents to the
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registration of another foreign limited liability company,
corporation, limited partnership, or limited liability partnership
under the reserved name.

NEW SECTION. Sec. 5. (1) Except as otherwise provided in
subsections (2) and (3) of this section, the limited liability
company agreement governs:

(a) Relations among the members as members and between the
members and the limited liability company; and

(b) The rights and duties under this chapter of a person in the
capacity of manager.

(2) To the extent the limited liability company agreement does
not otherwise provide for a matter described in subsection (1) of
this section, this chapter governs the matter.

(3) A limited liability company agreement may not:

(a) Vary a limited liability company's power under section 8 of
this act to sue, be sued, and defend in its own name;

(b) Vary the law applicable to a limited liability company under
section 9 of this act;

(c) Eliminate or 1limit the duties of a member or manager 1in a
manner prohibited by section 11(6) of this act;

(d) Eliminate or limit the liability of a member or manager in a
manner prohibited by section 11(7) of this act;

(e) Indemnify a member or manager in a manner prohibited by
section 12 of this act;

(f) Vary the requirements of section 21 of this act;

(g) Vary the records required under section 29(1) of this act or
unreasonably restrict the right to records or information under
section 29 of this act;

(h) Vary the power of a manager to resign under section 37 of
this act;

(1) Vary the requirements of section 46 of this act;

(j) Eliminate or 1limit the 1liability of a member, manager, or
transferee under section 47 of this act;

(k) Vary the power of a court to decree dissolution in the
circumstances specified in section 53 of this act;

(1) Vary the regquirement to wind up the limited liability
company's business as specified in section 58 (1), (2), (4), and (5)
of this act;

(m) Unreasonably restrict the right to maintain an action under
Article X of this chapter;

(n) Restrict the right of a member that will have personal
liability with respect to a surviving or converted organization to
approve a merger or conversion under section 88 of this act; or
(0) Restrict the rights under this chapter of a person other than
a member, a transferee, or a manager.
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NEW SECTION. Sec. 6. (1) Each limited liability company shall
continuously maintain in this state:

(a) A registered office, which may but need not be a place of its
business in this state. The registered office shall be at a specific
geographic location in this state, and be identified by number, if
any, and street, or building address or rural route, or, if a

commonly known street or rural route address does not exist, by legal
description. A registered office may not be identified by post office
box number or other nongeographic address. For purposes of
communicating by mail, the secretary of state may permit the use of a
post office address in conjunction with the registered office address
if the limited liability company also maintains on file the specific
geographic address of the registered office where personal service of
process may be made;

(b) A registered agent that may be:

(1) An individual residing in this state whose business office 1is
identical with the limited liability company's registered office;

(ii) The limited liability company itself, whose business office

is identical with such registered office;

(iii) A domestic corporation, partnership, limited partnership,

or limited liability company whose business office is identical with
such registered office; or

(iv) A government, governmental subdivision, agency, or
instrumentality, or a foreign corporation, partnership, limited
partnership, or limited liability company authorized to do business
in this state having a business office identical with such registered
office; and

(c) A registered agent who shall not be appointed without having
given prior consent in a record to the appointment. The consent shall
be filed with the secretary of state in such form and at such time as
the secretary may prescribe.

(2) A limited liability company may change its registered office

or registered agent by delivering to the secretary of state for

filing a statement of change that sets forth:

(a) The name of the limited liability company;

(b) If the current registered office is to be changed, the street
address of the new registered office in accordance with subsection
(1) of this section;

(c) If the current registered agent is to be changed, the name of

the new registered agent and the new agent's consent in a record,
which shall be filed with the secretary of state in such form and at
such time as the secretary of state may prescribe; and

(d) That after the change or changes are made, the street

addresses of its registered office and the business office of its
registered agent will be identical.

(3) If a registered agent changes the street address of the

agent's business office, the registered agent may change the street
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address of the registered office of any limited liability company for
which the agent is the registered agent by notifying the limited
liability company of the change either (a) in a written record, or
(b) 1f the limited liability company has designated an address,
location, or system to which the notices may be electronically
transmitted and the registered agent electronically transmits the
notice to the limited liability company at the designated address,
location, or system in an electronically transmitted record and
delivering to the secretary of state for filing a statement that
complies with the requirements of subsection (2) of this section and
recites that the limited liability company has been notified of the
change.

(4) A registered agent may resign as agent by executing and
delivering to the secretary of state for filing a statement of
resignation. The statement may include a statement that the

registered office is also discontinued. After filing the statement
the secretary of state shall mail a copy of the statement to the
limited liability company at its principal office. The agency
appointment is terminated, and the registered office discontinued if
so provided, on the thirty-first day after the date on which the
statement was filed.

NEW SECTION. Sec. 7. (1) A limited liability company's

registered agent is its agent for service of process, notice, or

demand required or permitted by law to be served on the limited
liability company.

(2) The secretary of state shall be an agent of a limited

liability company upon whom any such process, notice, or demand may

be served if:

(a) The limited liability company fails to appoint or maintain a

registered agent in this state; or

(b) The registered agent cannot with reasonable diligence be

found at the registered office.

(3) Service on the secretary of state of any such process,

notice, or demand shall be made by delivering to and leaving with the
secretary of state, or with any duly authorized clerk of the
secretary of state's office, the process, notice, or demand. In the

event any such process, notice, or demand is served on the secretary

of state, the secretary of state shall immediately cause a copy

thereof to be forwarded by certified mail, addressed to the limited
liability company at its principal office as it appears on the

records of the secretary of state. Any service so had on the

secretary of state shall be returnable in not less than thirty days.
(4) The secretary of state shall keep a record of all processes,

notices, and demands served upon the secretary of state under this

section, and shall record therein the time of such service and the

secretary of state's action with reference thereto.
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(5) This section does not limit or affect the right to serve any
process, notice, or demand required or permitted by law to be served
upon a limited liability company in any other manner now or hereafter
permitted by law.

NEW SECTION. Sec. 8. (1) A limited liability company may be
formed under this chapter for any lawful purpose, regardless of
whether for profit.

(2) Unless this chapter, its certificate of formation, or its
limited liability company agreement provides otherwise, a limited
liability company has the same powers as an individual to do all
things necessary or convenient to carry on its activities.

NEW SECTION. Sec. 9. The law of this state governs:

(1) The internal affairs of a limited liability company; and

(2) The liability of a member as member and a manager as manhager
for the debts, obligations, or other liabilities of a limited
liability company.

NEW SECTION. Sec. 10. A member or manager may lend money to and
transact other business with a limited liability company and, subject
to other applicable law, has the same rights and obligations with
respect to the loan or other transaction as a person who is not a
member or manager.

NEW SECTION. Sec. 11. (1) (a) The only fiduciary duties that a

member in a member-managed limited liability company or a manager has
to the limited liability company and its members are the duties of
loyalty and care under subsections (2) and (3) of this section.

(b) If a manager is a board, committee, or other group of

persons, this section applies to each person included in such Dboard,
committee, or other group of persons as if such person were a

manager.

(2) The duty of loyalty is limited to the following:

(a) To account to the limited liability company and hold as

trustee for it any property, profit, or benefit derived by such

manager or member in the conduct and winding up of the limited
liability company's activities or derived from a use by such manager

or member of limited liability company property, including the

appropriation of a limited liability company opportunity;

(b) To refrain from dealing with the limited liability company as

or on behalf of a party having an interest adverse to the limited
liability company; and

(c) To refrain from competing with the limited liability company

in the conduct or winding up of the limited liability company's
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activities.

(3) (a) The duty of care is limited to refraining from engaging in
grossly negligent or reckless conduct, intentional misconduct, or a
knowing violation of law in the conduct and winding up of the limited
liability company's activities.

(b) A member or manager is not in violation of the duty of care

as set forth in (a) of this subsection if, in discharging such duty,
the member or manager relies in good faith upon the records of the
limited liability company and upon such opinions, reports, or
statements presented to the limited liability company by any person,
including any manager, member, officer, or employee of the limited
liability company, as to matters which the member or manager
reasonably believes are within such other person's professional or
expert competence and who has been selected with reasonable care by
or on behalf of the limited liability company, including opinions,
reports, or statements as to the value and amount of the assets,
liabilities, profits, or losses of the limited liability company or
any other facts pertinent to the existence and amount of assets from
which distributions to members might properly be paid.

(4) A manager or member does not violate a duty under this

chapter or under the limited liability company agreement merely
because the manager's or member's conduct furthers the manager's or
member's own interest.

(5) A manager or member is not liable to the limited liability
company or its members for the manager's or member's good faith
reliance on the limited liability company agreement.

(6) To the extent that, at law or in equity, a member or manager

has duties (including fiduciary duties) to a limited liability
company or to another member, manager, or other person bound by a
limited liability company agreement, the member's or manager's duties

may be modified, expanded, restricted, or eliminated by the

provisions of a limited liability company agreement; provided that
such provisions are not inconsistent with law and do not eliminate or
limit:

(a) The duty of a member or manager to avoid intentional

misconduct and knowing violations of law, or violations of section 46
of this act; or

(b) The implied contractual duty of good faith and fair dealing.

(7) A limited liability company agreement may contain provisions

not inconsistent with law that eliminate or limit the personal
liability of a member or manager to the limited liability company or
its members or other persons bound by a limited liability company
agreement for conduct as a member or manager, provided that such

provisions do not eliminate or limit the 1liability of a member or

manager for acts or omissions that involve intentional misconduct or
a knowing violation of law by a member or manager, for conduct of the

member or manager violating section 46 of this act, or for any act or
omission that constitutes a violation of the implied contractual duty
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of good faith and fair dealing.

NEW SECTION. Sec. 12. (1) A limited liability company may
indemnify any member or manager from and against any judgments,
settlements, penalties, fines, or expenses incurred in a proceeding
or obligate itself to advance or reimburse expenses incurred in a
proceeding to which a person is a party because such person is, or
was, a member or a manager, provided that no such indemnity shall
indemnify a member or a manager from or on account of acts or
omissions of the member or manager finally adjudged to be intentional
misconduct or a knowing violation of law by the member or manager, or
conduct of the member or manager adjudged to be in violation of
section 46 of this act.

(2) A limited liability company may indemnify and advance
expenses under subsection (1) of this section to an officer,
employee, or agent of the limited liability company who is not a
member or manager to the same extent as to a member or manager.
(3) For purposes of this section:
(a) "Expenses" include counsel fees.

(b) "Party" includes a person who was, 1s, or is threatened to be
made a named defendant or respondent in a proceeding.
(c) "Proceeding" means any threatened, pending, or completed

action, suit, or proceeding, whether civil, criminal, administrative,
or investigative and whether formal or informal.

NEW SECTION. Sec. 13. (1) A person or group of persons duly

licensed or otherwise legally authorized to render the same
professional services within this state may form and become a member
or members of a professional limited liability company under the
provisions of this chapter for the purposes of rendering professional
service.

(2) A professional limited liability company is subject to all

the provisions of chapter 18.100 RCW that apply to a professional
corporation. A professional limited liability company's managers,
members, agents, and employees are subject to all the provisions of
chapter 18.100 RCW that apply to the directors, officers,
shareholders, agents, or employees of a professional corporation,
except as provided otherwise in this section and section 14 of this
act.

(3) If the limited liability company's members are required to be
licensed to practice such profession, and the limited liability
company fails to maintain for itself and for its members practicing
in this state a policy of professional liability insurance, bond, or
other evidence of financial responsibility of a kind designated by
rule by the state insurance commissioner and in the amount of at

least one million dollars or a greater amount as the state insurance
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commissioner may establish by rule for a licensed profession or for
any specialty within a profession, taking into account the nature and
size of the business, then the limited liability company's members
are personally liable to the extent that, had the insurance, bond, or
other evidence of responsibility been maintained, it would have
covered the liability in question.

(4) For purposes of applying chapter 18.100 RCW to a professional
limited liability company, the terms "director" or "officer" means
manager, "shareholder" means member, "corporation" means professional
limited liability company, "articles of incorporation" means
certificate of formation, "shares" or "capital stock"™ means a limited
liability company interest, "incorporator" means the person who
executes the certificate of formation, and "bylaws" means the limited
liability company agreement.

(5) The name of a professional limited liability company must

contain either the words "Professional Limited Liability Company," or
the words "Professional Limited Liability"™ and the abbreviation

"Co.," or the abbreviation "P.L.L.C." or "PLLC" provided that the

name of a professional limited liability company formed to render
dental services must contain the full names or surnames of all

members and no other word than "chartered" or the words "professional
services" or the abbreviation "P.L.L.C." or "PLLC."

(6) Subject to Article VII of this chapter, the following may be

a member of a professional limited liability company and may be the
transferee of the interest of an ineligible person or deceased member
of the professional limited liability company:

(a) A professional corporation, if its shareholders, directors,

and its officers, other than the secretary and the treasurer, are
licensed or otherwise legally authorized to render the same specific
professional services as the professional limited liability company;
and

(b) Another professional limited liability company, if the

managers and members of both professional limited liability companies
are licensed or otherwise legally authorized to render the same
specific professional services.

(7) Formation of a limited liability company under this section

does not restrict the application of the uniform disciplinary act
under chapter 18.130 RCW, or any applicable health care professional
statutes under Title 18 RCW, including but not limited to

restrictions on persons practicing a health profession without being
appropriately credentialed and persons practicing beyond the scope of
their credential.

NEW SECTION. Sec. 14. (1) No limited liability company formed

under this chapter may render professional services except through a

person or persons who are duly licensed or otherwise legally
authorized to render such professional services within this state.

29



However, this chapter does not:

(a) Prohibit a person duly licensed or otherwise legally

authorized to render professional services in any jurisdiction other
than this state from becoming a member of a professional limited
liability company formed in this state for the purpose of rendering
the same professional services; or

(b) Prohibit a professional limited liability company from

rendering services outside this state through individuals who are not
duly licensed or otherwise legally authorized to render professional
services within this state.

(2) Persons engaged in a profession and otherwise meeting the
requirements of this chapter may operate under this chapter as a
professional limited liability company so long as each member
personally engaged in the practice of the profession in this state 1is
duly licensed or otherwise legally authorized to practice the
profession in this state and:

(a) At least one manager of the limited liability company is duly
licensed or otherwise legally authorized to practice the profession
in this state; or

(b) A member is in charge of each office of the limited 1liability
company in this state and that member is duly licensed or otherwise
legally authorized to practice the profession in this state.

NEW SECTION. Sec. 15. A foreign professional limited 1liability
company may render professional services in this state so long as it
complies with Article IX of this chapter and each individual
rendering professional services in this state is duly licensed or
otherwise legally authorized to render such professional services
within this state.

NEW SECTION. Sec. 16. This chapter does not require a limited
liability company to restrict membership to persons residing in or
engaging in business in this state.

NEW SECTION. Sec. 17. Members of a limited liability company

are personally liable for any act, debt, obligation, or liability of
the limited liability company to the extent that shareholders of a
Washington business corporation would be liable in analogous
circumstances. In this regard, the court may consider the factors and
policies set forth in established case law with regard to piercing
the corporate veil, except that the failure to hold meetings of
members or managers or the failure to observe formalities pertaining
to the calling or conduct of meetings is not a factor tending to
establish that the members have personal liability for any act, debt,
obligation, or liability of the limited liability company if the
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certificate of formation and limited liability company agreement do
not expressly require the holding of meetings of members or managers.

ARTICLE II. FORMATION: CERTIFICATE OF FORMATION,
AMENDMENT, FILING, AND EXECUTION

NEW SECTION. Sec. 18. (1) In order to form a limited 1liability
company, one Or more persons must execute a certificate of formation.
The certificate of formation must be filed in the office of the
secretary of state and set forth:

(a) The name of the limited liability company;

(b) The address of the registered office and the name of the
registered agent for service of process required to be maintained by
section 6 of this act;

(c) The address of the principal office of the limited 1liability
company;

(d) If the limited liability company is to have a specific date

of dissolution, the latest date on which the limited liability
company is to dissolve;

(e) Any other matters the members decide to include; and

(f) The name and address of each person executing the certificate

of formation.

(2) (a) Unless a delayed effective date is specified, a limited
liability company is formed when its certificate of formation is
filed by the secretary of state. A delayed effective date for a
certificate of formation may be no later than the ninetieth day after
the date it is filed.

(b) The secretary of state's filing of the certificate of

formation is conclusive proof that the persons executing the
certificate satisfied all conditions precedent to the formation.

(3) A limited liability company formed under this chapter is a
separate legal entity and has a perpetual existence.

(4) Any person may apply to the secretary of state to furnish a
certificate of existence for a domestic limited liability company or
a certificate of authorization for a foreign limited liability
company.

(5) A certificate of existence or authorization means that as of

the date of its issuance:

(a) The domestic limited liability company is duly formed wunder

the laws of this state or that the foreign limited liability company
is authorized to transact business in this state;

(b) All fees and penalties owed to this state under this title

have been paid, if (i) payment 1is reflected in the records of the
secretary of state, and (ii) nonpayment affects the existence or
authorization of the domestic or foreign limited liability company;
(c) The limited liability company's initial report or its most
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recent annual report required by section 24 of this act has been
delivered to the secretary of state;

(d) In the case of a domestic limited liability company, a
certificate of dissolution has not been filed with the secretary of
state, or a filed certificate of dissolution has been revoked in
accordance with section 57 of this act;

(e) In the case of a foreign limited liability company, a

certificate of cancellation has not been filed with the secretary of
state; and

(f) The limited liability company has not been administratively
dissolved under section 55 of this act or, if administratively
dissolved, has been reinstated under section 56 of this act.

(6) A person may apply to the secretary of state to issue a
certificate covering any fact of record.

(7) Subject to any qualification stated in the certificate, a
certificate of existence or authorization issued by the secretary of
state may be relied upon as conclusive evidence that the domestic or
foreign limited liability company is in existence or is authorized to
transact business in the limited liability company form in this
state.

NEW SECTION. Sec. 19. (1) A certificate of formation is amended

by filing a certificate of amendment thereto with the secretary of
state. The certificate of amendment shall set forth:

(a) The name of the limited liability company; and

(b) The amendment to the certificate of formation.

(2) A manager or, if there is no manager, then any member who

becomes aware that any statement in a certificate of formation was
false when made, or that any matter described has changed making the

certificate of formation false in any material respect, must promptly

amend the certificate of formation.

(3) A certificate of formation may be amended at any time for any

other proper purpose.

(4) Unless otherwise provided in this chapter or unless a later

effective date, which is a date not later than the ninetieth day

after the date it is filed, is provided for in the certificate of

amendment, a certificate of amendment is effective when filed by the
secretary of state.

NEW SECTION. Sec. 20. (1) A limited liability company may,

whenever desired, integrate into a single instrument all of the
provisions of its certificate of formation which are then in effect
and operative as a result of there having been filed with the
secretary of state one or more certificates or other instruments
pursuant to any of the sections referred to in this chapter and it
may at the same time also further amend its certificate of formation
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by filing a restated certificate of formation.

(2) A restated certificate of formation must state, either in its
heading or in an introductory paragraph, the limited liability
company's name and, if it is not to be effective upon filing, the
future effective date or time, which 1is a date not later than the
ninetieth day after the date it is filed. If a restated certificate
only restates and integrates and does not further amend a limited
liability company's certificate of formation as amended or
supplemented, it must state that fact as well.

(3) Upon the filing of a restated certificate of formation with

the secretary of state, or upon the future effective date or time of
a restated certificate of formation as provided for, the initial
certificate of formation, as amended or supplemented, is superseded;
and the restated certificate of formation, including any further
amendment or changes made thereby, is thereafter the certificate of
formation of the limited liability company, but the original

effective date of formation remains unchanged.

(4) Any amendment or change effected in connection with the
restatement of the certificate of formation is subject to any other
provision of this chapter, not inconsistent with this section, which
would apply if a separate certificate of amendment were filed to
effect such amendment or change.

NEW SECTION. Sec. 21. (1) Each record required by this chapter

to be filed in the office of the secretary of state must be executed
in the following manner, or in compliance with the rules established
to facilitate electronic filing under section 2 of this act:

(a) Each original certificate of formation must be executed by

the person or persons forming the limited liability company;

(b) A reservation of name may be executed by any person;

(c) A transfer of reservation of name must be executed by, or on
behalf of, the applicant for the reserved name;

(d) A registration of name must be executed by any member or

manager of the foreign limited liability company;

(e) A certificate of amendment or restatement must be executed by

at least one manager, or by a member if management of the limited
liability company is reserved to the members;

(f) A certificate of dissolution must be executed by the person

or persons authorized to wind up the limited liability company's
affairs pursuant to section 58 (3) of this act;

(g) If a surviving domestic limited liability company is filing
articles of merger, the articles of merger must be executed by at
least one manager, or by a member if management of the limited
liability company is reserved to the members, or if the articles of
merger are being filed by a surviving foreign limited liability
company, limited partnership, corporation, or other person, the
articles of merger must be executed by a person authorized by such
foreign limited liability company, limited partnership, corporation,
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or other person;

(h) A foreign limited liability company's application for

registration as a foreign limited liability company doing business
within the state must be executed by any member or manager of the
foreign limited liability company; and

(i) If a converting limited liability company is filing articles

of conversion, the articles of conversion must be executed by at

least one manager, or by a member if management of the limited
liability company is reserved to the members.

(2) Any person may execute a certificate, articles of merger,

articles of conversion, limited liability company agreement, or other
record by an attorney-in-fact or other person acting in a valid
representative capacity, so long as each record executed in such
manner identifies the capacity in which the person is executing the
record.

(3) The person executing the record must indicate, adjacent to or
underneath the signature or, if the record is electronically
transmitted, identifying information of the person executing the
record, as applicable, the capacity in which the person executes the
record. The record must meet such legibility or other standards as
may be prescribed by the secretary of state.

(4) The execution of a certificate, articles of merger, or
articles of conversion by any person constitutes an affirmation under
the penalties of perjury that the facts stated are true.

NEW SECTION. Sec. 22. (1) If a person required to execute a
certificate required by this chapter fails or refuses to do so, any
other person who is adversely affected by the failure or refusal may
petition the superior courts to direct the execution of the
certificate. If the court finds that the execution of the certificate
is proper and that any person so designated has failed or refused to
execute the certificate, it must order the secretary of state to
record an appropriate certificate.

(2) If a person required to execute a limited liability company
agreement or amendment thereof fails or refuses to do so, any other
person who is adversely affected by the failure or refusal may
petition the superior courts to direct the execution of the Ilimited
liability company agreement or amendment thereof. If the court finds
that the limited liability company agreement or amendment thereof
should be executed and that any person required to execute the

limited liability company agreement or amendment thereof has failed
or refused to do so, it shall enter an order granting appropriate
relief.

NEW SECTION. Sec. 23. (1) The executed certificate of formation
or any other record required to be filed pursuant to this chapter
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must be delivered to the secretary of state. If the secretary of
state determines that the records conform to the filing provisions of
this chapter, he or she shall, when all required filing fees have
been paid:
(a) Endorse on each executed record the word "filed" and the date
of its acceptance for filing;

(b) Retain the executed record in the secretary of state's files;
and

(c) Return a copy to the person who filed it or the person's
representative.

(2) If the secretary of state is unable to make the determination
required for filing by subsection (1) of this section at the time any
records are delivered for filing, the records are deemed to have been
filed at the time of delivery if the secretary of state subsequently
determines that the records as delivered conform to the filing
provisions of this chapter.

(3) If the filing and determination requirements of this chapter
are not satisfied completely, the records must not be filed.

(4) Upon the filing of a certificate of amendment, judicial
decree of amendment, or restated certificate in the office of the
secretary of state, or upon the future effective date or time of a
certificate of amendment, judicial decree thereof, or restated
certificate, as provided for therein, the certificate of formation is
amended or restated as set forth therein.

NEW SECTION. Sec. 24. (1) Each domestic limited liability

company must deliver to the secretary of state for filing both

initial and annual reports, and each foreign limited liability
company authorized to transact business in this state must deliver to
the secretary of state for filing annual reports, that set forth:

(a) The name of the limited liability company and the state,

country, or other jurisdiction under whose law it is formed;

(b) The street address of its registered office and the name of

its registered agent at that office in this state;

(c) The address of its principal office;

(d) The names and addresses of the limited liability company's
members, or 1f the management of the limited liability company 1is
vested in a manager or managers, then the name and address of its
manager or managers; and

(e) A brief description of the nature of its business.

(2) Information in an initial report or an annual report must be
current as of the date the report is executed on behalf of the

limited liability company.

(3) A limited liability company's initial report must be

delivered to the secretary of state within one hundred twenty days of
the date on which a limited liability company's certificate of
formation was filed. Subsequent annual reports must be delivered to
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the secretary of state on a date determined by the secretary of

state, and at such additional times as the limited liability company
elects.

(4) The secretary of state may allow a limited liability company
to file an initial or annual report through electronic means. If
allowed, the secretary of state shall adopt rules detailing the
circumstances under which the electronic filing of such reports 1is
permitted and how such reports may be filed.

(5) Each domestic limited liability company and foreign limited
liability company authorized to transact business in this state must
pay 1its annual license fee and any applicable penalty fees to the
secretary of state at the time such limited liability company is
required to file its initial or annual report with the secretary of
state.

ARTICLE III. MEMBERS

NEW SECTION. Sec. 25. (1) In connection with the admission of

the initial member or members of a limited liability company, a

person acquiring a limited liability company interest is admitted as
a member of the limited liability company upon the later to occur of:
(a) The formation of the limited liability company; or

(b) The time provided in the limited liability company agreement

or, if the limited liability company agreement does not so provide or
does not exist, when the person's admission is reflected in the
records of the limited liability company.

(2) After the admission of the initial member or members of a
limited liability company, a person acguiring a limited liability
company 1interest is admitted as a member of the limited liability
company:

(a) In the case of a person acguiring a limited liability company
interest directly from the limited liability company, at the time

provided in the limited liability company agreement or, if the

limited liability company agreement does not so provide or does not
exist, upon the consent of all members and when the person's

admission is reflected in the records of the limited liability
company;

(b) In the case of a transferee of a limited liability company
interest, upon compliance with any procedure for admission provided
in the limited liability company agreement or, 1f the limited
liability company agreement does not so provide or does not exist,
upon the consent of all members and when the person's admission 1is
reflected in the records of the limited liability company agreement;
or

(c) In the case of a person being admitted as a member of a

surviving or resulting limited liability company pursuant to a merger
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or conversion approved in accordance with this chapter, as provided
in the limited liability company agreement of the surviving or
resulting limited liability company or in the agreement of merger or
plan of merger or conversion, and in the event of any inconsistency,
the terms of the agreement of merger or plan of merger or conversion
control; and in the case of a person being admitted as a member of a
limited liability company pursuant to a merger or conversion in which
such limited liability company is not the surviving or resulting
limited liability company in the merger or conversion, as provided in
the limited liability company agreement of such limited liability
company.

NEW SECTION. Sec. 26. (1) Except as otherwise provided by this
chapter, the affirmative vote, approval, or consent of a majority of
the members is necessary for actions requiring member approval.

(2) The affirmative vote, approval, or consent of all members 1is
required to:

(a) Amend the certificate of formation, except as provided in
section 19(2) of this act;

(b) Amend the limited liability company agreement;

(c) Authorize a manager, member, or other person to do any act on
behalf of the limited liability company that contravenes the limited
liability company agreement, including any provision that expressly
limits the purpose, business, or affairs of the limited liability
company or the conduct thereof;

(d) Admit as a member of the limited liability company a person
acquiring a limited liability company interest directly from the
limited liability company as provided in section 25(2) (a) of this
act;

(e) Admit as a member of the limited liability company a

transferee of a limited liability company interest as provided in
section 25(2) (b) of this act;

(f) Authorize a member's removal as a member of the limited
liability company as provided in section 28(1) (e) of this act;

(g) Waive a member's dissociation as a member of the limited
liability company as provided in section 28(1) (f), (g), or (h) of
this act;

(h) Authorize the withdrawal of a member from the limited

liability company as provided in section 28 (2) of this act;

(1) Compromise any member's obligation to make a contribution or
return cash or other property paid or distributed to the member in
violation of this chapter as provided in section 40(2) of this act;

(J) Amend the certificate of formation and extend the date of
dissolution, if a dissolution date is specified in the certificate of
formation, as provided in section 51(1) of this act;

(k) Dissolve the limited liability company as provided in section
51(3) of this act;
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(1) Sell, lease, exchange, or otherwise dispose of all, or
substantially all, of the limited liability company's property, other
than in the ordinary course of the limited liability company's
activities or activities of the kind carried on by the limited
liability company; or
(m) Undertake any other act outside the ordinary course of the
limited liability company's activities.
(3) A limited liability company agreement may provide for classes
or groups of members having such relative rights, powers, and duties
as the limited liability company agreement may provide, and may make
provision for the future creation in the manner provided in the
limited liability company agreement of additional classes or groups
of members having such relative rights, powers, and duties as may
from time to time be established, including rights, powers, and
duties senior to existing classes and groups of members. A limited
liability company agreement may provide for the taking of an action,
including the amendment of the limited liability company agreement,
without the vote or approval of any member or class or group of
members, including an action to create under the provisions of the
limited liability company agreement a class or group of limited
liability company interests that was not previously outstanding. A
limited liability company agreement may provide that any member or
class or group of members do not have voting rights.
(4) A limited 1liability company agreement may grant to all or
certain identified members or a specified class or group of the
members the right to vote separately or with all or any class or
group of the members or managers, on any matter. If the limited
liability company agreement so provides, voting by members may be on
a per capita, profit share, class, group, or any other basis.
(5) A limited liability company agreement may set forth
provisions relating to notice of the time, place, or purpose of any
meeting at which any matter is to be voted on by any members, waiver
of any such notice, action by consent without a meeting, the
establishment of a record date, gquorum requirements, voting in person
or by proxy, or any other matter with respect to the exercise of any
such right to vote.

NEW SECTION. Sec. 27. (1) Except as otherwise provided by this
chapter, the debts, obligations, and liabilities of a limited
liability company, whether arising in contract, tort or otherwise,
are solely the debts, obligations, and liabilities of the limited
liability company; and no member or manager of a limited liability
company is obligated personally for any such debt, obligation, or
liability of the limited liability company solely by reason of being
or acting as a member or manager respectively of the limited
liability company.

(2) Notwithstanding subsection (1) of this section, under a
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limited liability company agreement or under another agreement, a
member or manager may agree to be obligated personally for any or all
of the debts, obligations, and liabilities of the limited 1liability
company.

(3) A member or manager of a limited liability company is

personally liable for such person's own torts.

NEW SECTION. Sec. 28. (1) A person is dissociated as a member
of a limited liability company upon the occurrence of one or more of
the following events:

(2) The member dies or withdraws by voluntary act from the
limited liability company as provided in subsection (2) of this
section;

(b) The transfer of all of the member's transferable interest in
the limited liability company;

(c) The member is removed as a member in accordance with the
limited liability company agreement;

(d) The occurrence of an event upon which the member ceases to be
a member under the limited liability company agreement;

(e) The person is a corporation, limited liability company,
general partnership, or limited partnership, and the person is
removed as a member by the unanimous consent of the other members,
which may be done under this subsection (1) (e) only if:

(1) The person has filed articles of dissolution, a certificate
of dissolution or the equivalent, or the person has been
administratively or judicially dissolved, or its right to conduct
business has been suspended or revoked by the Jjurisdiction of its
incorporation, or the person has otherwise been dissolved; and
(i1i) The dissolution has not been revoked or the person or its
right to conduct business has not been reinstated within ninety days
after the limited liability company notifies the person that it will
be removed as a member for any reason identified in (e) (i) of this
subsection;
(f) Unless all other members otherwise agree at the time, the
member (i) makes a general assignment for the benefit of creditors;
(ii) files a voluntary petition in bankruptcy; (iii) becomes the
subject of an order for relief in bankruptcy proceedings; (iv) files
a petition or answer seeking for the member any reorganization,
arrangement, composition, readjustment, liquidation, dissolution, or
similar relief under any statute, law, or regulation; (v) files an
answer or other pleading admitting or failing to contest the material
allegations of a petition filed against the member in any proceeding
of the nature described in (f) (i) through (iv) of this subsection; or
(vi) seeks, consents to, or acquiesces in the appointment of a
trustee, receiver, or liquidator of the member or of all or any
substantial part of the member's properties;
(g) Unless all other members otherwise agree at the time, if
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within one hundred twenty days after the commencement of any

proceeding against the member seeking reorganization, arrangement,
composition, readjustment, liquidation, dissolution, or similar
relief under any statute, law, or regulation, the proceeding has not

been dismissed, or if within ninety days after the appointment

without his or her consent or acquiescence of a trustee, receiver, or
liquidator of the member or of all or any substantial part of the

member's properties, the appointment is not vacated or stayed, or

within ninety days after the expiration of any stay, the appointment
is not vacated; or

(h) Unless all other members otherwise agree at the time, in the

case of a member who is an individual, the entry of an order by a
court of competent jurisdiction adjudicating the member
incapacitated, as used and defined under chapter 11.88 RCW, as to his

or her estate.

(2) A member may withdraw from a limited liability company at the
time or upon the happening of events specified in and in accordance

with the limited liability company agreement. If the limited
liability company agreement does not specify the time or the events

upon the happening of which a member may withdraw, a member may not

withdraw from the limited liability company without the written
consent of all other members.

(3) When a person is dissociated as a member of a limited

liability company:

(a) The person's right to participate as a member in the

management and conduct of the limited liability company's activities
terminates;

(b) If the limited liability company is member-managed, the

person's fiduciary duties as a member end with regard to matters

arising and events occurring after the person's dissociation; and

(c) Subject to subsection (5) of this section, any transferable
interest owned by the person immediately before dissociation in the

person's capacity as a member 1is owned by the person solely as a

transferee.

(4) A person's dissociation as a member of a limited liability

company does not of itself discharge the person from any debt,

obligation, or other 1liability to the limited liability company or

the other members which the person incurred while a member.

(5) If a member dies, the deceased member's personal

representative or other legal representative may exercise the rights

of a transferee provided in section 49 of this act and, for the

purposes of settling the estate, the rights of a current member under
section 29 of this act.

NEW SECTION. Sec. 29. (1) A limited liability company must keep
at its principal office the following:
(a) A copy of its certificate of formation and all amendments
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thereto;
(b) A copy of any limited liability company agreement made in a
record and any amendments made in a record to a limited liability
company agreement;
(c) Unless contained in its certificate of formation, a statement
in a record of:
(i) The amount of cash and a description and statement of the
agreed value of the other benefits contributed and agreed to be
contributed by each member;
(ii) The times at which or events on the happening of which any
additional contributions agreed to be made by each member are to be
made;
(iii) Any right of any member to receive distributions which
include a return of all or any part of the member's contribution; and
(iv) Any events upon the happening of which the limited 1liability
company is to be dissolved and its activities wound up;
(d) A copy of the limited liability company's federal, state, and
local tax returns and reports, if any, for the three most recent
years;
(e) A copy of any financial statements of the limited liability
company for the three most recent years;
(f) A copy of any record made by the limited liability company
during the past three years of any consent given by or vote taken of
any member pursuant to this chapter or the limited liability company
agreement;
(g) A copy of the three most recent annual reports delivered by
the limited liability company to the secretary of state pursuant to
section 24 of this act;
(h) A copy of any filed articles of conversion or merger; and
(1) A copy of any certificate of dissolution or certificate of
revocation of dissolution.
(2) On ten days' demand, made in a record received by the limited
liability company, a member may inspect and copy, during regqular
business hours at the limited liability company's principal office,
the records required by subsection (1) of this section to be kept by
a limited liability company. The member need not have any particular
purpose for seeking the records. However, if the records contain
information specified in subsection (3) (a) of this section, the
limited liability company may substitute copies of the records that
are redacted to protect information specified in subsection (3) (a) of
this section, unless the member meets the requirements of subsection
(4) of this section.
(3) During regular business hours and at a reasonable location
specified by the limited liability company, a member may inspect and
copy the following records of the limited liability company if the
member meets the requirements of subsection (4) of this section:
(a) A current and a past list, setting forth the full name and
last known mailing address of each member and manager, if any;
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(b) Excerpts from any meeting of the managers or members, and

records of limited liability company action approved by the members

or manager without a meeting; and

(c) Accounting records of the limited liability company.

(4) A member may inspect and copy the records described in
subsection (3) of this section if:

(a) The member seeks the records for a purpose reasonably related
to the member's interest in the limited liability company;

(b) The member makes a demand in a record received by the limited
liability company, describing with reasonable particularity the
records sought and the purpose for seeking the records; and

(c) The records sought are directly connected to the member's
purpose.

(5) Within ten days after receiving a demand pursuant to

subsection (4) of this section, the limited 1liability company in a

record must inform the member that made the demand:

(a) What records the limited liability company will provide in
response to the demand;

(b) When and where the limited liability company will provide the
records; and

(c) If the limited liability company declines to provide any
demanded records, the limited liability company's reasons for
declining.

(6) A person dissociated as a member may inspect and copy the
records required by subsection (1) of this section during regular

business hours in the limited liability company's principal office

if:

(a) The records pertain to the period during which the person was
a member or transferee;

(b) The person seeks the records in good faith; and

(c) The person meets the requirements of subsection (4) of this
section.

(7) The limited liability company must respond to a demand made
pursuant to subsection (6) of this section in the same manner as
provided in subsection (5) of this section.

(8) The limited liability company may impose reasonable
restrictions on the use of records and information obtained under
this section.

(9) A limited liability company may charge a person that makes a
demand under this section reasonable costs of copying, limited to
costs of labor and material.

(10) A member, or a person dissociated as a member, may exercise
the rights under this section through an attorney or other agent.
restriction imposed under subsection (8) of this section or by
limited liability company agreement applies both to the attorney
other agent and to the member or person dissociated as a member.
(11) The rights stated in this section do not extend to a person

the

Any
the

or

as transferee, but the rights under subsections (2) and (3) of this
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section may be exercised by a deceased member's personal
representative for purposes of settling the estate, or by the legal
representative of an individual under legal disability who is
dissociated as a member pursuant to section 28 (1) (f) of this act.

(12) Each manager, or each member of the manager if the manager

is a board, committee, or other group of persons, without having any
particular purpose for seeking the information, may inspect and copy
during regular business hours:

(a) At the limited liability company's principal office, the

records required by subsection (1) of this section; and

(b) At a reasonable location specified by the limited 1liability
company, any other records maintained by the limited liability
company regarding the limited liability company's activities and
financial condition, or that otherwise relate to the management of
the limited liability company.

(13) Any action to enforce any right arising under this section

must be brought in the superior courts.

NEW SECTION. Sec. 30. A limited liability company agreement may
provide that (1) a member who fails to perform in accordance with, or
to comply with the terms and conditions of, the limited liability
company agreement is subject to specified remedies or specified
consequences, and (2) at the time or upon the happening of events
specified in the limited liability company agreement, a member is
subject to specified remedies or specified consequences. Such
specified remedies or specified consequences may include and take the

form of any remedy or consequence set forth in section 40(3) of this
act.

ARTICLE IV. MANAGEMENT AND MANAGERS

NEW SECTION. Sec. 31. (1) If the limited liability company is
member-managed:

(a) Management of the activities of the limited liability company

is vested in the members; and

(b) A difference arising as to a matter in the ordinary course of

the activities of the limited liability company may be decided by the
vote, approval, or consent of a majority of the members, except as
otherwise provided in section 26 of this act or otherwise in this
chapter.

(2) If the limited liability company is member-managed, each

member is an agent of the limited liability company and has the
authority to bind the limited liability company with regard to
matters in the ordinary course of its activities.

43



NEW SECTION. Sec. 32. (1) If the limited liability company 1is

manager-managed:

(a) Management of the activities of the limited liability company

is vested in one or more managers; and

(b) Each manager of the limited liability company:

(i) Is designated, appointed, elected, removed, or replaced by a

vote, approval, or consent of a majority of the members;

(ii) Need not be a member of the limited liability company or a

natural person; and

(iii) Unless the manager has been earlier removed or has earlier

resigned, holds office until a successor has been elected.

(2) If the limited liability company is manager-managed:

(a) Each manager is an agent of the limited liability company and

has the authority to bind the limited liability company with regard

to matters in the ordinary course of its activities; and

(b) No member, acting solely in its capacity as a member, is an

agent of the limited liability company.

(3) If the manager is a board, committee, or other group of

persons:

(a) Subsection (1) (b) of this section applies to each person

included in such board, committee, or other group of persons; and
(b) No person acting solely in such person's capacity as a

participant in such board, committee, or other group of persons is an

agent of the limited liability company.

NEW SECTION. Sec. 33. A member or manager of a limited

liability company has the power and authority to delegate to one or
more other persons the member's or manager's rights and powers to
manage and control the business and affairs of the limited liability
company, including to delegate to agents, officers, and employees of
a member or manager or the limited liability company, and to delegate
by a management agreement or another agreement with, or otherwise to,
other persons. Such delegation by a member or manager of a limited
liability company does not cause the member or manager to cease to be
a member or manager of the limited liability company or cause the
person to whom any such rights and powers have been delegated to be a
member or manager of the limited liability company.

NEW SECTION. Sec. 34. A person who is both a manager and a

member has the rights and powers, and is subject to the restrictions
and liabilities, of a manager and also has the rights and powers, and
is subject to the restrictions and liabilities, of a member to the
extent of such person's participation in the limited liability
company as a member.
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NEW SECTION. Sec. 35. (1) In a manager-managed limited

liability company:

(a) A difference arising as to a matter in the ordinary course of

the activities of the limited liability company may be decided by the
vote, approval, or consent of a majority of the managers; and

(b) No manager consent, approval, or recommendation is required

for any act approved by the members as provided in section 26(2) of
this act, for a conversion approved as provided in section 85 of this
act, or for a merger approved as provided in section 81 of this act.
(2) A limited liability company agreement may provide for classes

or groups of managers having such relative rights, powers, and duties
as the limited liability company agreement may provide, and may make
provision for the future creation in the manner provided in the
limited liability company agreement of additional classes or groups
of managers having such relative rights, powers, and duties as may
from time to time be established, including rights, powers, and

duties senior to existing classes and groups of managers. A limited
liability company agreement may provide for the taking of an action,
including the amendment of the limited liability company agreement,
without the vote or approval of any manager or class or group of
managers, including an action to create under the provisions of the
limited liability company agreement a class or group of limited
liability company interests that was not previously outstanding.

(3) A limited liability company agreement may grant to all or
certain identified managers or a specified class or group of the
managers the right to vote, separately or with all or any class or
group of managers or members, on any matter. If the limited 1liability
company agreement so provides, voting by managers may be on a
financial interest, class, group, or any other basis.

(4) A limited liability company agreement which contains
provisions related to voting rights of managers may set forth
provisions relating to notice of the time, place, or purpose of any
meeting at which any matter is to be voted on by any manager or class
or group of managers, waiver of any such notice, action by consent
without a meeting, the establishment of a record date, quorum
requirements, voting in person or by proxy, or any other matter with
respect to the exercise of any such right to vote.

NEW SECTION. Sec. 36. A limited liability company agreement may
provide that (1) a manager who fails to perform in accordance with,
or to comply with the terms and conditions of, the limited liability
company agreement is subject to specified penalties or specified
consequences, and (2) at the time or upon the happening of events
specified in the limited 1liability company agreement, a manager 1is
subject to specified penalties or specified consequences.
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NEW SECTION. Sec. 37. A manager may resign as a manager of a

limited liability company at the time or upon the happening of events
specified in a limited liability company agreement and in accordance
with the limited liability company agreement. A limited liability
company agreement may provide that a manager does not have the right
to resign as a manager of a limited liability company.

Notwithstanding that a limited liability company agreement provides
that a manager does not have the right to resign as a manager of a
limited liability company, a manager may resign as a manager of a
limited liability company at any time by giving written notice to the
members and other managers. If the resignation of a manager violates
a limited liability company agreement, in addition to any remedies
otherwise available under applicable law, a limited liability company
may recover from the resigning manager damages for breach of the
limited liability company agreement and offset the damages against
any amount otherwise due to the resigning manager pursuant to the
limited liability company agreement.

NEW SECTION. Sec. 38. In the event of the death, resignation,

or removal of the sole remaining manager, or if one of the events
described in section 28(1) (e) through (h) of this act occurs with
regard to the sole remaining manager, the limited liability company
shall become member-managed unless one oOr more managers are appointed
by a majority of the members within ninety days after the occurrence
of such an event.

ARTICLE V. CONTRIBUTIONS

NEW SECTION. Sec. 39. The contribution of a member to a limited
liability company may consist of tangible or intangible property or
other benefits to the limited liability company, including money,
services performed, promissory notes, other agreements to contribute
cash or property, or contracts for services to be performed.

NEW SECTION. Sec. 40. (1) A member is obligated to a limited
liability company to perform any promise to contribute cash or
property or to perform services, even if the member is unable to
perform because of death, disability, or any other reason. If a
member does not make the required contribution of property or
services, the member is obligated at the option of the limited
liability company to contribute cash equal to that portion of the
agreed value of the contribution that has not been made. This option
is in addition to, and not in lieu of, any other rights, including
the right to specific performance, that the limited liability company
may have against such member under the limited liability company
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agreement or applicable law.
(2) The obligation of a member to make a contribution or return
money or other property paid or distributed in violation of this
chapter may be compromised only by consent of all the members.
Notwithstanding the compromise, a creditor of a limited liability
company who extends credit, after either the certificate of
formation, limited liability company agreement or an amendment
thereto, or records of the limited liability company reflect the
obligation, and before the amendment of any thereof to reflect the
compromise, may enforce the original obligation to the extent that,
in extending credit, the creditor reasonably relied on the obligation
of a member to make a contribution or return money or other property
to the limited liability company. A conditional obligation of a
member to make a contribution or return money or other property to a
limited liability company may not be enforced unless the conditions
of the obligation have Dbeen satisfied or waived as to or by such
member. Conditional obligations include contributions payable upon a
discretionary call of a limited liability company prior to the time
the call occurs.
(3) A limited 1liability company agreement may provide that the
interest of any member who fails to make any contribution that the
member is obligated to make is subject to specified penalties for, or
specified consequences of, such failure. Such penalty or consequence
may take the form of reducing or eliminating the defaulting member's
proportionate interest in a limited liability company, subordinating
the member's limited liability company interest to that of
nondefaulting members, a forced sale of the member's limited
liability company interest, forfeiture of the member's limited
liability company interest, the lending by other members of the
amount necessary to meet the member's commitment, a fixing of the
value of the member's limited liability company interest by appraisal
or by formula and redemption or sale of the member's limited
liability company interest at such value, or other penalty or
consequence.

ARTICLE VI. DISTRIBUTIONS

NEW SECTION. Sec. 41. Distributions of a limited liability

company are made to the members, and to classes or groups of members,
in the manner provided in a limited liability company agreement. If
the limited liability company agreement does not so provide,
distributions are made in proportion to the agreed value of the
contributions made and any contributions required to be made, but not
yet made, by each member.

NEW SECTION. Sec. 42. A member does not have a right to any
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distributions before the dissolution and winding up of the limited
liability company unless the limited liability company decides to
make an interim distribution.

NEW SECTION. Sec. 43. A member does not have a right to receive
a distribution on account of dissociation.

NEW SECTION. Sec. 44. A member, regardless of the nature of the
member's contribution, has no right to receive any distribution from
a limited liability company in any form other than money. A limited
liability company may distribute an asset in kind to the extent that
each member receives a percentage of the asset equal to the member's
percentage share of distributions.

NEW SECTION. Sec. 45. Subject to sections 46 and 60 of this

act, at the time a member becomes entitled to receive a distribution,
that member has the status of, and is entitled to all remedies
available to, a creditor of a limited liability company with respect
to the distribution. A limited liability company agreement may
provide for the establishment of a record date with respect to
allocations and distributions by a limited liability company. The
limited liability company's obligation to make a distribution is
subject to offset for any amount due and payable to the limited
liability company by the person on whose account the distribution 1is
made.

NEW SECTION. Sec. 46. (1) A limited liability company must not
make a distribution in violation of the limited liability company
agreement.
(2) A limited liability company must not make a distribution to
the extent that at the time of the distribution, after giving effect
to the distribution (a) the limited liability company would not be
able to pay its debts as they became due in the usual course of its
activities, or (b) all liabilities of the limited liability company,
other than liabilities to members on account of their limited
liability company interests and liabilities for which the recourse of
creditors is limited to specified property of the limited 1liability
company, exceed the fair value of the assets of the limited 1liability
company, except that the fair value of property that is subject to a
liability for which the recourse of creditors is limited is included
in the assets of the limited liability company only to the extent
that the fair value of that property exceeds that liability.
(3) A limited liability company may base a determination that a
distribution is not prohibited under subsection (2) of this section
on financial statements prepared on the basis of accounting practices
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and principles that are reasonable in the circumstances or on a fair
valuation or other method that is reasonable in the circumstances.

(4) Except as otherwise provided in subsection (7) of this

section, the effect of a distribution under subsection (2) of this
section is measured:

(a) In the case of distribution by purchase, redemption, or other
acquisition of a transferable interest in the limited liability
company, as of the date money or other property is transferred or
debt incurred by the limited liability company; and

(b) In all other cases, as of the date:

(1) The distribution is authorized, if the payment occurs within

one hundred twenty days after that date; or

(ii) The payment is made, if payment occurs more than one hundred
twenty days after the distribution is authorized.

(5) A limited liability company's indebtedness to a member

incurred by reason of a distribution made in accordance with this
section is at parity with the limited liability company's

indebtedness to its general, unsecured creditors.

(6) A limited liability company's indebtedness, including

indebtedness issued in connection with or as part of a distribution,
is not considered a liability for purposes of subsection (2) of this
section if the terms of the indebtedness provide that payment of
principal and interest are made only to the extent that a
distribution could then be made to members under this section.

(7) The effect of a distribution of indebtedness under subsection

(2) of this section is measured:

(a) In the case of a distribution of indebtedness described in
subsection (6) of this section, each payment of principal or interest
is treated as a distribution, the effect of which is measured on the
date the payment is actually made; and

(b) In the case of a distribution of any other indebtedness, the
effect of the distribution is measured as of the date the

indebtedness is distributed.

NEW SECTION. Sec. 47. (1) Except as otherwise provided in

subsection (2) of this section, a member of a member-managed limited
liability company or manager of a manager-managed limited liability
company that consents to a distribution made in violation of section
46 of this act is personally liable to the limited liability company
for the amount of the distribution that exceeds the amount that could
have been distributed without the violation of section 46 of this act
if it is established that in consenting to the distribution the
members or managers failed to comply with the duty of care.

(2) To the extent the limited liability company agreement of a
member-managed limited liability company expressly relieves a member
of the authority and responsibility to consent to distributions and
imposes that authority and responsibility on one or more other
members, the liability provided in subsection (1) of this section
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applies to the other members and not the member that the limited
liability company agreement relieves of authority and responsibility.
(3) A member or transferee that received a distribution knowing

that the distribution to that member or transferee was made in
violation of section 46 of this act is personally liable to the
limited liability company but only to the extent that the

distribution received by the member or transferee exceeded the amount
that could have been properly paid under section 46 of this act.

(4) A member or manager against which an action is commenced

under subsection (1) of this section may:

(a) Implead in the action any other person that is liable under
subsection (1) of this section and compel contribution from the
person; and

(b) Implead in the action any person that received a distribution

in violation of subsection (3) of this section and compel

contribution from the person in the amount the person received in
violation of subsection (3) of this section.

(5) An action under this section 1s barred if it is not commenced
within two years after the distribution.

ARTICLE VII. ASSIGNMENT OF LIMITED LIABILITY COMPANY INTERESTS

NEW SECTION. Sec. 48. (1) The only interest of a member that is
transferable is the member's transferable interest. A transferable
interest is personal property. A member has no interest in specific
limited liability company property.

(2) A limited liability company agreement may provide that a
transferable interest may be evidenced by a certificate of limited
liability company interest issued by the limited liability company
and may also provide for the transfer of any transferable interest
represented by such a certificate and make other provisions with
respect to such certificate.

NEW SECTION. Sec. 49. (1) A transfer, in whole or in part, of a
transferable interest:

(a) Is permissible; and

(b) Does not, as against the members or the limited liability
company, entitle the transferee to participate in the management of
the limited liability company's activities, to require access to
information concerning the limited liability company's transactions
except as provided in subsection (5) of this section or in section
29(11) of this act, or to obtain access to information to which a
member is otherwise entitled pursuant to section 29 of this act or
the limited liability company's other records.

(2) A transfer of a transferable interest entitles the transferee

50



to receive distributions to which the transferor would otherwise be
entitled, to the extent transferred.

(3) Upon transfer of less than the transferor's entire
transferable interest in the limited liability company, the
transferor retains the rights, duties, and obligations of the
transferor immediately prior to the transfer other than the
transferable interest transferred.

(4) Except as otherwise provided in (b) of this subsection, a
transferee that becomes a member with respect to a transferable
interest is liable for the transferor's obligations with respect to
the transferable interest. Except to the extent such liabilities are
assumed by agreement:

(a) Until a transferee of a transferable interest becomes a
member with respect to the transferable interest, the transferee has
no liability as a member solely as a result of the transfer; and

(b) A transferee is not obligated for liabilities associated with
a transferable interest that are unknown to the transferee at the
time the transferee becomes a member.

(5) In a dissolution and winding up, a transferee is entitled to
an account of the limited liability company's transactions only from
the date of dissolution.

(6) For the purposes of this chapter:

(a) The pledge of, or granting of a security interest, lien, or
other encumbrance in or against, any or all of a transferable
interest is not a transfer of the transferable interest, but a
foreclosure or execution sale or exercise of similar rights with
respect to any or all of transferable interest is a transfer of the
transferable interest to the transferee pursuant to such foreclosure
or execution sale or exercise of similar rights.
(b) Where a transferable interest is held in a trust or estate,
or is held by a trustee, personal representative, or other fiduciary,
the transfer of the transferable interest, whether to a beneficiary
of the trust or estate or otherwise, is a transfer of such
transferable interest, but the mere substitution or replacement of
the trustee, personal representative, or other fiduciary does not
constitute a transfer of such transferable interest.

NEW SECTION. Sec. 50. (1) On application to a court of

competent jurisdiction by any judgment creditor of a member or
transferee, the court may charge the transferable interest of the
judgment debtor with payment of the unsatisfied amount of the

judgment with interest. To the extent so charged, the judgment
creditor has only the rights of a transferee. The court may appoint a
receiver of the share of the distributions due or to become due to
the judgment creditor in respect of the limited liability company and
make all other orders, directions, accounts, and ingquiries the
judgment debtor might have made or that the circumstances of the case
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may require to give effect to the charging order.

(2) A charging order constitutes a lien on the judgment debtor's
transferable interest. The court may order a foreclosure upon the
transferable interest subject to the charging order at any time. The
purchaser at the foreclosure sale has the rights of a transferee.

(3) At any time before foreclosure, a transferable interest

charged may be redeemed:

(a) By the judgment debtor;

(b) With property other than limited liability company property,

by one or more of the other members; or

(c) With limited liability company property, by the limited
liability company with the consent of all members whose interests are
not so charged.

(4) This chapter does not deprive any member or transferee of the
benefit of any exemption laws applicable to the member's or
transferee's transferable interest.

(5) This section provides the exclusive remedy by which a
judgment creditor of a member or transferee may satisfy a judgment
out of the judgment debtor's transferable interest.

ARTICLE VIII. DISSOLUTION

NEW SECTION. Sec. 51. A limited liability company is dissolved

and its affairs must be wound up upon the first to occur of the
following:

(1) The dissolution date, if any, specified in the certificate of
formation. If a dissolution date is specified in the certificate of
formation, the certificate of formation may be amended and the date
of dissolution of the limited liability company may be extended by
vote of all the members;

(2) The happening of events specified in a limited liability

company agreement;

(3) The written consent of all members;

(4) Ninety days following an event of dissociation of the last
remaining member, unless those having the rights of transferees in
the limited liability company under section 28(1l) of this act have,
by the ninetieth day, voted to admit one or more members, voting as
though they were members, and in the manner set forth in section

26(1) of this act;

(5) The entry of a decree of judicial dissolution under section

53 of this act; or

(6) The administrative dissolution of the limited liability

company by the secretary of state under section 55(2) of this act,
unless the limited liability company is reinstated by the secretary
of state under section 56 of this act.

52



NEW SECTION. Sec. 52. (1) After dissolution occurs under
section 51 of this act, the limited liability company may deliver to
the secretary of state for filing a certificate of dissolution.

(2) A certificate of dissolution filed under subsection (1) of
this section must set forth:

(a) The name of the limited liability company; and

(b) A statement that the limited liability company is dissolved
under section 51 of this act.

NEW SECTION. Sec. 53. On application by a member or manager the
superior courts may order dissolution of a limited liability company
whenever: (1) It is not reasonably practicable to carry on the
limited liability company's activities in conformity with the
certificate of formation and the limited liability company agreement;
or (2) other circumstances render dissolution equitable.

NEW SECTION. Sec. 54. The secretary of state may commence a
proceeding under section 55 of this act to administratively dissolve
a limited liability company if:

(1) The limited liability company does not pay any license fees

or penalties imposed by this chapter when they become due;

(2) The limited liability company does not deliver its completed
initial report or annual report to the secretary of state when it 1is
due; or

(3) The limited liability company is without a registered agent

or registered office in this state for sixty days or more.

NEW SECTION. Sec. 55. (1) If the secretary of state determines

that one or more grounds exist under section 54 of this act for
dissolving a limited liability company, the secretary of state must
give the limited liability company written notice of the

determination by first-class mail, reciting the grounds therefor.
Notice must be sent to the registered agent at the address of the
registered office of the limited liability company as it appears in
the records of the secretary of state.

(2) If the limited liability company does not correct each ground

for dissolution or demonstrate to the reasonable satisfaction of the
secretary of state that each ground determined by the secretary of
state does not exist within sixty days after notice is sent, the
limited liability company is then dissolved. The secretary of state
must give the limited liability company written notice of the
dissolution that recites the ground or grounds therefor and its
effective date.

(3) A limited liability company administratively dissolved
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continues its existence but may not carry on any business except as
necessary to wind up and liguidate its business and affairs.

(4) The administrative dissolution of a limited liability company
does not terminate the authority of its registered agent.

NEW SECTION. Sec. 56. (1) A limited liability company that has

been administratively dissolved under section 55 of this act may
apply to the secretary of state for reinstatement within five vyears
after the effective date of dissolution. The application must be
delivered to the secretary of state for filing and state:

(2) The name of the limited liability company and the effective

date of its administrative dissolution;

(b) That the ground or grounds for dissolution either did not
exist or have been eliminated; and

(c) That the limited liability company's name satisfies the
requirements of section 3 of this act.

(2) A limited liability company seeking reinstatement must pay

the full amount of all license fees that would have been due for the
years of the period of administrative dissolution had the limited
liability company not been dissolved, plus all penalties established
by law or by the secretary of state by rule, and the license fee for
the year of reinstatement.

(3) If the secretary of state determines that an application

contains the information required by subsection (1) of this section
and that the name is available, and that all fees and penalties
required by subsection (2) of this section have been paid, the
secretary of state shall reinstate the limited liability company and
give the limited liability company written notice, as provided in
section 55(1) of this act, of the reinstatement that recites the
effective date of reinstatement. If the name is not available, the
limited liability company must file with its application for
reinstatement an amendment to its certificate of formation reflecting
a change of name.

(4) When reinstatement and revocation of any certificate of
dissolution become effective, they relate back to and take effect as
of the effective date of the administrative dissolution and the
limited liability company may resume carrying on its activities as if
the administrative dissolution had never occurred.

NEW SECTION. Sec. 57. (1) A limited liability company dissolved

under section 51 (2) or (3) of this act may revoke its dissolution in

accordance with this section at any time, except that a limited
liability company that has filed a certificate of dissolution may not

revoke its dissolution under this section more than one hundred

twenty days after the filing of its certificate of dissolution.

(2) (a) Except as provided in (b) of this subsection, revocation
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of dissolution must be approved in the same manner as the dissolution

was approved unless that approval permitted revocation in some other

manner, in which event the dissolution may be revoked in the manner

permitted.

(b) If dissolution occurred upon the happening of events

specified in the limited liability company agreement, revocation of
dissolution must be approved in the manner necessary to amend the

provisions of the limited liability company agreement specifying the
events of dissolution.

(3) A limited liability company that has filed a certificate of
dissolution may, at any time after revocation of its dissolution has

been approved but not more than one hundred twenty days after the
filing of its certificate of dissolution, revoke the dissolution by
delivering to the secretary of state for filing a certificate of
revocation of dissolution that sets forth:

(a) The name of the limited liability company and a statement
that the name satisfies the requirements of section 3 of this act; if
the name is not available, the limited liability company must file a
certificate of amendment changing its name with the certificate of
revocation of dissolution;

(b) The effective date of the dissolution that was revoked;

(c) The date that the revocation of dissolution was approved; and

(d) A statement that the revocation was approved in the manner
required by subsection (2) of this section.

(4) If a limited liability company has not filed a certificate of

dissolution, revocation of dissolution becomes effective upon

approval of the revocation as provided in subsection (2) of this
section. If a limited liability company has filed a certificate of

dissolution, revocation of dissolution becomes effective upon the
filing of a certificate of revocation of dissolution. The filing of a
certificate of revocation of dissolution automatically revokes any
certificate of dissolution previously filed with respect to the
limited liability company.

(5) Revocation of dissolution relates back to and takes effect as

of the effective date of the dissolution and the limited liability
company may resume carrying on its activities as if the dissolution

had never occurred.

NEW SECTION. Sec. 58. (1) A limited liability company continues
after dissolution only for the purpose of winding up its activities.
(2) In winding up its activities, the limited liability company:

(a) May file a certificate of dissolution with the secretary of
state to provide notice that the limited liability company is
dissolved; preserve the limited liability company's business or
property as a going concern for a reasonable time; prosecute and
defend actions and proceedings, whether civil, criminal, or
administrative, transfer the limited liability company's property;
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settle disputes; and perform other necessary acts; and
(b) Shall discharge the limited liability company's liabilities,
settle and close the limited liability company's activities, and
marshal and distribute the assets of the limited liability company.
(3) The persons responsible for managing the business and affairs
of a limited liability company under section 31 or 32 of this act are
responsible for winding up the activities of a dissolved limited
liability company. If a dissolved limited liability company does not
have any managers or members, the legal representative of the last
person to have been a member may wind up the activities of the
dissolved limited liability company, in which event the legal
representative is a manager for the purposes of section 11 of this
act.
(4) If the persons responsible for winding up the activities of a
dissolved limited liability company under subsection (3) of this
section decline or fail to wind up the limited liability company's
activities, a person to wind up the dissolved limited liability
company's activities may be appointed by the consent of a majority of
the transferees. A person appointed under this subsection:

(a) Is a manager for the purposes of section 11 of this act; and

(b) Shall promptly amend the certificate of formation to state:

(1) The name of the person who has been appointed to wind up the
limited liability company; and

(ii) The street and mailing address of the person.

(5) The superior court may order judicial supervision of the
winding up, including the appointment of a person to wind up the
dissolved limited liability company's activities, 1if:

(a) On application of a member, the applicant establishes good
cause; oOr

(b) On application of a transferee, a limited liability company
does not have any managers or members and within a reasonable time
following the dissolution no person has been appointed pursuant to
subsection (3) or (4) of this section.

NEW SECTION. Sec. 59. (1) A dissolved limited liability company

that has filed a certificate of dissolution with the secretary of
state may dispose of the known claims against it by following the
procedure described in subsection (2) of this section.

(2) A dissolved limited 1liability company may notify its known
claimants of the dissolution in a record. The notice must:

(a) Specify the information required to be included in a known
claim;

(b) Provide a mailing address to which the known claim must be
sent;

(c) State the deadline for receipt of the known claim, which may

not be fewer than one hundred twenty days after the date the notice
is received by the claimant; and
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(d) State that the known claim will be barred if not received by

the deadline.

(3) A known claim against a dissolved limited liability company

is barred if the requirements of subsection (2) of this section are
met and:

(a) The known claim is not received by the specified deadline; or

(b) In the case of a known claim that is timely received but
rejected by the dissolved limited liability company, the claimant
does not commence an action to enforce the known claim against the
limited liability company within ninety days after the receipt of the
notice of rejection.

(4) For purposes of this section, "known claim" means any claim
or liability that either:

(a) (1) Has matured sufficiently, before or after the effective
date of the dissolution, to be legally capable of assertion against
the dissolved limited liability company, whether or not the amount of
the claim or liability is known or determinable; or (ii) is
unmatured, conditional, or otherwise contingent but may subsequently
arise under any executory contract to which the dissolved limited
liability company is a party, other than under an implied or

statutory warranty as to any product manufactured, sold, distributed,
or handled by the dissolved limited liability company; and

(b) As to which the dissolved limited liability company has

knowledge of the identity and the mailing address of the holder of
the claim or 1liability and, 1in the case of a matured and legally
assertable claim or liability, actual knowledge of existing facts
that either (i) could be asserted to give rise to, or (ii) indicate
an intention by the holder to assert, such a matured claim or
liability.

NEW SECTION. Sec. 60. (1) Upon the winding up of a limited
liability company, the assets are distributed as follows:

(a) To creditors, including members and managers who are

creditors, to the extent otherwise permitted by law, in satisfaction
of liabilities of the limited liability company, whether by payment
or the making of reasonable provision for payment thereof, other than
liabilities for which reasonable provision for payment has been made
and liabilities for distributions to members under section 42 or 45
of this act;

(b) To members and former members in satisfaction of liabilities

for distributions under section 42 or 45 of this act; and

(c) To members first for the return of their contributions and
second respecting their limited liability company interests, in the
proportions in which the members share in distributions.

(2) A limited liability company that has dissolved must pay or
make reasonable provision to pay all claims and obligations,
including all contingent, conditional, or unmatured claims and
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obligations, known to the limited liability company and all claims
and obligations which are known to the limited liability company but
for which the identity of the claimant is unknown. A limited
liability company shall not be required to make provision to pay
claims that are or later become barred under section 59 or 61 of this
act or other applicable law. If there are sufficient assets, such
claims and obligations must be paid in full and any such provision
for payment made must be made in full. If there are insufficient
assets, such claims and obligations must be paid or provided for
according to their priority and, among claims and obligations of
equal priority, ratably to the extent of assets available therefor.
Any remaining assets must be distributed as provided in this chapter.
Any person winding up a limited liability company's affairs who has
complied with this section is not personally liable to the claimants
of the dissolved limited liability company by reason of such person's
actions in winding up the limited liability company.

NEW SECTION. Sec. 61. (1) A claim against a dissolved limited
liability company is barred if the limited liability company has

filed a certificate of dissolution under section 52 of this act that
has not been revoked under section 57 of this act, and an action or
other proceeding thereon is not commenced within three vyears after
the filing of the certificate of dissolution.

(2) The dissolution of a limited liability company does not take

away or impair any remedy available to or, except as provided in
subsection (1) of this section or section 59 of this act, against
that limited liability company, its managers, or its members for any
right or claim existing, or any liability incurred at any time,
whether prior to or after dissolution. Such an action or proceeding
by or against the limited liability company may be prosecuted or
defended by the limited liability company in its own name.

ARTICLE IX. FOREIGN LIMITED LIABILITY COMPANIES

NEW SECTION. Sec. 62. (1) Subject to the Constitution of the

state of Washington:

(a) The laws of the state, territory, possession, or other
jurisdiction or country under which a foreign limited liability
company 1is organized govern its organization and internal affairs and
the liability of its members and managers; and

(b) A foreign limited liability company may not be denied
registration by reason of any difference between those laws and the
laws of this state.

(2) A foreign limited liability company and its members and

managers doing business in this state submit to personal Jjurisdiction
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of the courts of this state.

NEW SECTION. Sec. 63. Before doing business in this state, a

foreign limited liability company must register with the secretary of
state. In order to register, a foreign limited liability company must
submit to the secretary of state an application for registration as a
foreign limited liability company executed by any member or manager
of the foreign limited liability company, setting forth:

(1) The name of the foreign limited liability company and, if
different, the name under which it proposes to register and do
business in this state;

(2) The state, territory, possession, or other jurisdiction or
country where formed, the date of its formation, and a duly
authenticated statement from the secretary of state or other official
having custody of limited liability company records in the
jurisdiction under whose law it was formed, that as of the date of
filing the foreign limited liability company validly exists as a
limited liability company under the laws of the jurisdiction of its
formation;

(3) The nature of the business or purposes to be conducted or
promoted in this state;

(4) The address of the registered office and the name and address

of the registered agent for service of process required to be
maintained by section 65(2) of this act;

(5) The address of the principal office of the foreign limited
liability company;

(6) The names and addresses of the foreign limited liability
company's members, or if the management of the foreign limited
liability company is vested in a manager or managers, then the name
and address of its manager or managers;

(7) A statement that the secretary of state is appointed the

agent of the foreign limited liability company for service of process
under the circumstances set forth in section 71(2) of this act; and
(8) The date on which the foreign limited liability company first
did, or intends to do, business in this state.

NEW SECTION. Sec. 64. (1) If the secretary of state finds that

an application for registration conforms to law and all requisite

fees have been paid, the secretary must:

(a) Certify that the application has been filed in his or her
office by endorsing upon the original application the word "Filed,"
and the date of the filing. This endorsement is conclusive of the
date of its filing in the absence of actual fraud; and

(b) File the endorsed application.

(2) A conformed copy of the application must be returned to the
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person who filed the application or that person's representative.

NEW SECTION. Sec. 65. (1) A foreign limited liability company
may register with the secretary of state under any name that includes
the words "Limited Liability Company," the words "Limited Liability"
and the abbreviation "Co.," or the abbreviation "L.L.C." or "LLC" and
that could be registered by a domestic limited liability company. A
foreign limited liability company may apply to the secretary of state
for authorization to use a name which is not distinguishable upon the
records of the office of the secretary of state from the names
described in RCW 23B.04.010 and 25.10.061, and the names of any
domestic or foreign limited liability company reserved, registered,
or formed under the laws of this state. The secretary of state must
authorize use of the name applied for if the other corporation,
limited liability company, limited liability partnership, or limited
partnership consents in writing to the use and files with the
secretary of state documents necessary to change its name, or the
name reserved or registered to a name that i1s distinguishable upon
the records of the secretary of state from the name of the applying
foreign limited liability company.

(2) Each foreign limited liability company must continuously
maintain in this state:

(a) A registered office, which may but need not be a place of its
business in this state. The registered office must be at a specific
geographic location in this state, and be identified by number, if
any, and street, or building address or rural route, or, if a
commonly known street or rural route address does not exist, by legal
description. A registered office may not be identified by post office
box number or other nongeographic address. For purposes of
communicating by mail, the secretary of state may permit the use of a
post office address in conjunction with the registered office address
if the foreign limited liability company also maintains on file the
specific geographic address of the registered office where personal
service of process may be made;

(b) A registered agent for service of process on the foreign
limited liability company, which agent may be either an individual
resident of this state whose business office is identical with the
foreign limited liability company's registered office, or a domestic
corporation, a limited partnership, or limited liability company, or
a foreign corporation authorized to do business in this state having
a business office identical with such registered office; and

(c) A registered agent who must not be appointed without having
given prior written consent to the appointment. The written consent
shall be filed with the secretary of state in such form as the
secretary may prescribe. The written consent must be filed with or as
a part of the document first appointing a registered agent. In the
event any individual, limited liability company, limited partnership,
or corporation has been appointed agent without consent, that person
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or corporation may file a notarized statement attesting to that fact,
and the name must be removed from the records of the secretary of
state.

(3) A foreign limited liability company may change its registered

office or registered agent by delivering to the secretary of state
for filing a statement of change that sets forth:

(a) The name of the foreign limited liability company;

(b) If the current registered office is to be changed, the street

address of the new registered office in accordance with subsection
(2) (a) of this section;

(c) If the current registered agent is to be changed, the name of

the new registered agent and the new agent's written consent, either

on the statement or attached to it, to the appointment; and

(d) That after the change or changes are made, the street

addresses of 1its registered office and the business office of its
registered agent will be identical.

(4) If a registered agent changes the street address of the

agent's business office, the registered agent may change the street

address of the registered office of any foreign limited liability

company for which the agent is the registered agent by notifying the
foreign limited liability company in writing of the change and

executing, either manually or in facsimile, and delivering to the
secretary of state for filing a statement that complies with the

requirements of subsection (3) of this section and recites that the
foreign limited liability company has been notified of the change.

(5) A registered agent of any foreign limited liability company

may resign as agent by executing and delivering to the secretary of
state for filing a statement that the registered office is also

discontinued. After filing the statement the secretary of state must

mail a copy of the statement to the foreign limited liability company

at its principal office shown in its application for certificate of

registration if no annual report has been filed. The agency

appointment is terminated, and the registered office discontinued if
so provided, on the thirty-first day after the date on which the
statement was filed.

NEW SECTION. Sec. 66. If any statement in the application for
registration of a foreign limited liability company was false when
made or any arrangements or other facts described have changed,

making the application false in any respect, the foreign limited
liability company must promptly file in the office of the secretary
of state a certificate, executed by any member or manager, correcting
such statement.

NEW SECTION. Sec. 67. (1) A foreign limited liability company
may cancel its registration by filing with the secretary of state a
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certificate of cancellation, executed by any member or manager. A
cancellation does not terminate the authority of the secretary of
state to accept service of process on the foreign limited liability
company with respect to causes of action arising out of the doing of
business in this state.

(2) The certificate of cancellation must set forth:

(a) The name of the foreign limited liability company;

(b) The date of filing of its certificate of registration;

(c) The reason for filing the certificate of cancellation;

(d) The future effective date, not later than the ninetieth day
after the date it is filed, of cancellation if it is not to be
effective upon filing of the certificate;

(e) The address to which service of process may be forwarded; and
(f) Any other information the person filing the certificate of
cancellation desires.

NEW SECTION. Sec. 68. (1) A foreign limited liability company
doing business in this state may not maintain any action, suit, or
proceeding in this state until it has registered in this state and
has paid to this state all fees and penalties for the years or parts
thereof, during which it did business in this state without having
registered.

(2) Neither the failure of a foreign limited liability company to
register in this state nor the issuance of a certificate of
cancellation with respect to a foreign limited liability company's
registration in this state impairs:

(a) The wvalidity of any contract or act of the foreign limited
liability company;

(b) The right of any other party to the contract to maintain any
action, suit, or proceeding on the contract; or

(c) The foreign limited liability company from defending any
action, suit, or proceeding in any court of this state.

(3) A member or a manager of a foreign limited liability company
is not 1liable for the obligations of the foreign limited liability
company solely by reason of the limited liability company's having
done business in this state without registration.

NEW SECTION. Sec. 69. The superior courts have jurisdiction to
enjoin any foreign limited liability company, or any agent thereof,
from doing any business in this state if such foreign limited
liability company has failed to register under this article or if
such foreign limited liability company has secured a certificate of
registration from the secretary of state under section 64 of this act
on the basis of false or misleading representations. The secretary of
state must, upon the secretary's own motion or upon the relation of
proper parties, proceed for this purpose by complaint in any county
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in which such foreign limited liability company is doing or has done
business.

NEW SECTION. Sec. 70. (1) The following activities, among

others, do not constitute transacting business within the meaning of
this article:

(a) Maintaining or defending any action or suit or any

administrative or arbitration proceeding, or effecting the settlement
thereof or the settlement of claims or disputes;

(b) Holding meetings of the members, or managers if any, or

carrying on other activities concerning internal limited liability
company affairs;

(c) Maintaining bank accounts, share accounts in savings and loan
associations, custodian or agency arrangements with a bank or trust
company, or stock or bond brokerage accounts;

(d) Maintaining offices or agencies for the transfer, exchange,

and registration of the foreign limited liability company's own
securities or interests or maintaining trustees or depositaries with
respect to those securities or interests;

(e) Selling through independent contractors;

(f) Soliciting or procuring orders, whether by mail or through
employees or agents or otherwise, where the orders require acceptance
outside this state before becoming binding contracts and where the
contracts do not involve any local performance other than delivery
and installation;

(g) Making loans or creating or acquiring evidences of debt,
mortgages, or liens on real or personal property, or recording same;
(h) Securing or collecting debts or enforcing mortgages and
security interests in property securing the debts;

(i) Owning, without more, real or personal property;

(J) Conducting an isolated transaction that is completed within
thirty days and that is not one in the course of repeated
transactions of a like nature;

(k) Transacting business in interstate commerce;

(1) Owning a controlling interest in a corporation or a foreign
corporation that transacts business within this state;

(m) Participating as a limited partner of a domestic or foreign
limited partnership that transacts business within this state; or
(n) Participating as a member or a manager of a domestic or

foreign limited liability company that transacts business within this
state.

(2) The list of activities in subsection (1) of this section 1is

not exhaustive.

NEW SECTION. Sec. 71. (1) A foreign limited liability company's
registered agent is its agent for service of process, notice, or
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demand required or permitted by law to be served on the foreign
limited liability company.

(2) The secretary of state is an agent of a foreign limited
liability company upon whom any such process, notice, or demand may
be served if:

(a) The foreign limited liability company fails to appoint or

maintain a registered agent in this state; or

(b) The registered agent cannot with reasonable diligence be

found at the registered office.

(3) Service on the secretary of state of any such process,

notice, or demand is made by delivering to and leaving with the
secretary of state, or with any duly authorized clerk of the
secretary of state's office, the process, notice, or demand. In the
event any such process, notice, or demand is served on the secretary
of state, the secretary of state must immediately cause a copy
thereof to be forwarded by certified mail, addressed to the foreign
limited liability company at the address of its principal office as
it appears on the records of the secretary of state. Any service so

had on the secretary of state is returnable in not less than thirty
days.

(4) The secretary of state must keep a record of all processes,
notices, and demands served upon the secretary of state under this
section, and must record the time of such service and the secretary

of state's action with reference thereto.

(5) This section does not limit or affect the right to serve any

process, notice, or demand required or permitted by law to be served

upon a foreign limited liability company in any other manner now or

hereafter permitted by law.

NEW SECTION. Sec. 72. (1) Any foreign limited liability company

which does business in this state without having registered under
section 63 of this act has thereby appointed and constituted the
secretary of state its agent for the acceptance of legal process in
any civil action, suit, or proceeding against it in any state or
federal court in this state arising or growing out of any business
done by it within this state. The doing of business in this state by
such foreign limited liability company is a signification of the
agreement of such foreign limited liability company that any such
process when so served is of the same legal force and validity as if
served upon a registered agent personally within this state.

(2) In the event of service upon the secretary of state in

accordance with subsection (1) of this section, the secretary of

state must notify the foreign limited liability company thereof by
letter, certified mail, return receipt requested, directed to the
foreign limited liability company at the address furnished to the
secretary of state by the plaintiff in such action, suit, or
proceeding. Such letter must enclose a copy of the process and any
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other papers served upon the secretary of state. It is the duty of
the plaintiff in the event of such service to serve process and any
other papers in duplicate and to notify the secretary of state that
service 1s being made pursuant to this subsection.

NEW SECTION. Sec. 73. The secretary of state may commence a

proceeding under section 74 of this act to revoke registration of a
foreign limited liability company authorized to transact business in

this state if:

(1) The foreign limited liability company does not pay any

license fees or penalties imposed by this chapter when they become

due;

(2) The foreign limited liability company does not deliver its

completed annual report to the secretary of state when it is due;

(3) The foreign limited liability company is without a registered

agent or registered office in this state for sixty days or more; or
(4) The secretary of state receives a duly authenticated

certificate from the secretary of state or other official having

custody of limited liability company records in the jurisdiction

under which the foreign limited liability company was organized

stating that the foreign limited liability company has been dissolved

or its certificate or articles of formation canceled.

NEW SECTION. Sec. 74. (1) If the secretary of state determines

that one or more grounds exist under section 73 of this act for
revocation of a foreign limited liability company's registration, the
secretary of state must give the foreign limited 1liability company
written notice of the determination by first-class mail, postage
prepaid, stating in the notice the ground or grounds for and
effective date of the secretary of state's determination, which date
must not be earlier than the date on which the notice is mailed.

(2) If the foreign limited liability company does not correct

each ground for revocation or demonstrate to the reasonable
satisfaction of the secretary of state that each ground determined by
the secretary of state does not exist within sixty days after notice
is effective, the secretary of state must revoke the foreign limited
liability company's registration by executing a certificate of
revocation that recites the ground or grounds for revocation and 1its
effective date. The secretary of state must file the original of the
certificate and mail a copy to the foreign limited liability company.
(3) Documents to be mailed by the secretary of state to a foreign
limited liability company for which provision is made in this section
must be sent to the foreign limited liability company at the address
of the agent for service of process contained in the application or
certificate of this limited liability company which is most recently
filed with the secretary of state.
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(4) The authority of a foreign limited liability company to
transact business in this state ceases on the date shown on the
certificate revoking its registration.

(5) The secretary of state's revocation of a foreign limited
liability company's registration appoints the secretary of state the
foreign limited liability company's agent for service of process 1in
any proceeding based on a cause of action which arose during the time
the foreign limited liability company was authorized to transact
business in this state.
(6) Revocation of a foreign limited liability company's
registration does not terminate the authority of the registered agent
of the foreign limited liability company.

ARTICLE X. DERIVATIVE ACTIONS

NEW SECTION. Sec. 75. A member may bring a derivative action to
enforce a right of a limited liability company if:

(1) The member first makes a demand on the members in a member-
managed limited liability company, or on the managers of a manager-
managed limited liability company, requesting that they cause the
limited liability company to bring an action to enforce the right,
and the managers or other members do not bring the action within a
reasonable time; or

(2) A demand would be futile.

NEW SECTION. Sec. 76. In a derivative action, the plaintiff

must be a member at the time of bringing the action and:

(1) At the time of the transaction of which the plaintiff

complains; or

(2) The plaintiff's status as a member had devolved upon the

person by operation of law or pursuant to the terms of a limited
liability company agreement from a person who was a member at the
time of the transaction.

NEW SECTION. Sec. 77. In a derivative action, the complaint
must set forth with particularity:

(1) The date and content of plaintiff's demand and the members'
or managers' response to the demand; or

(2) Why a demand should be excused as futile.

NEW SECTION. Sec. 78. If a derivative action is successful, in
whole or in part, as a result of a judgment, compromise, or
settlement of any such action, the court may award the plaintiff
reasonable expenses, including reasonable attorneys' fees, from the
recovery of the limited liability company.
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ARTICLE XI. MERGERS AND CONVERSIONS

NEW SECTION. Sec. 79. In this article:

(1) "Constituent limited liability company" means a limited

liability company that is a party to a merger.

(2) "Constituent organization" means an organization that is

party to a merger.

(3) "Converted organization" means the organization into which a
converting organization converts under sections 84 through 87 of this
act.

(4) "Converting limited liability company" means a converting
organization that is a limited liability company.

(5) "Converting organization" means an organization that converts
into another organization pursuant to section 84 of this act.

(6) "Governing statute" of an organization means the statute that
governs the organization's internal affairs.

(7) "Organization" means a general partnership, including a

limited liability partnership; limited partnership, including a

limited liability limited partnership; limited liability company;

business trust; corporation; or any other person having a governing

statute. The term includes domestic and foreign organizations whether

or not formed for profit.

(8) "Organizational documents" means:

(a) For a domestic or foreign general partnership, its

partnership agreement;

(b) For a limited partnership or foreign limited partnership, its

certificate of limited partnership and partnership agreement;

(c) For a domestic or foreign limited liability company, its

certificate of formation and limited liability company agreement, or

comparable records as provided in its governing statute;

(d) For a business trust, its agreement of trust and declaration

of trust;

(e) For a domestic or foreign corporation for profit, its

articles of incorporation, bylaws, and other agreements among its
shareholders which are authorized by its governing statute, or

comparable records as provided in its governing statute; and

(f) For any other organization, the basic records that create the

organization and determine its internal governance and the relations

among the persons that own it, have an interest in it, or are members

of it.

(9) "Personal liability"™ means personal liability for a debt,
liability, or other obligation of an organization which is imposed on

a person that co-owns, has an interest in, or 1is a member of the

organization:

(a) By the organization's governing statute solely by reason of
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the person co-owning, having an interest in, or being a member of the
organization; or

(b) By the organization's organizational documents under a

provision of the organization's governing statute authorizing those
documents to make one or more specified persons liable for all or
specified debts, liabilities, and other obligations of the
organization solely by reason of the person or persons co-owning,
having an interest in, or being a member of the organization.

(10) "Surviving organization" means an organization into which

one or more other organizations are merged.

NEW SECTION. Sec. 80. (1) A limited liability company may merge

with one or more other constituent organizations pursuant to this
section and sections 81 through 83 of this act and a plan of merger,
if:

(a) The governing statute of each of the other organizations

authorizes the merger;

(b) The merger is not prohibited by the law of a Jjurisdiction
that enacted any of those governing statutes; and

(c) Each of the other organizations complies with its governing
statute in effecting the merger.

(2) The plan of merger must be in a record and must set forth:

(a) The name and form of each constituent organization;

(b) The name and form of the surviving organization;

(c) The terms and conditions of the merger, including the manner
and basis of converting the interests in each constituent
organization into any combination of the interests, shares,
obligations, or other securities of the surviving organization or any
other organization or into cash or other property in whole or part;
and

(d) Any amendments to be made by the merger to the surviving
organization's organizational documents.

(3) The plan of merger may set forth other provisions relating to
the merger.

NEW SECTION. Sec. 81l. (1) A plan of merger of a constituent
limited liability company must be approved, and such approval shall
occur when:

(a) The plan is approved by a majority of the members; and

(b) Any written consents required by section 88 of this act have
been obtained.

(2) Subject to section 88 of this act and any contractual rights,
after a merger is approved, and at any time before a filing is made
under section 82 of this act, a constituent limited liability company
may amend the plan or abandon the planned merger:

(a) As provided in the plan; and
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(b) Except as prohibited by the plan, with the same approval as

was required to approve the plan.

(3) If a domestic limited partnership is a party to the merger,

the plan of merger must be adopted and approved as provided in 22 RCW
25.10.781.

(4) If a domestic corporation is a party to the merger, the plan

of merger must be adopted and approved as provided in chapter 23B.11
RCW.

(5) If a domestic partnership is a party to the merger, the plan

of merger must be approved as provided in RCW 25.05.375.

NEW SECTION. Sec. 82. (1) After each constituent organization
has approved a merger, articles of merger must be executed on Dbehalf
of each constituent organization by an authorized representative.

(2) The articles of merger must include:

(a) The name and form of each constituent organization and the
jurisdiction of its governing statute;

(b) The name and form of the surviving organization and the
jurisdiction of its governing statute;

(c) The date the merger is effective under the governing statute
of the surviving organization;

(d) Any amendments provided for in the plan of merger for the
organizational document that created the surviving organization;

(e) A statement as to each constituent organization that the
merger was approved as required by the organization's governing
statute;

(f) If the surviving organization is a foreign organization not
authorized to transact business in this state, the street and mailing
address of an office that the secretary of state may use for the
purposes of section 83(3) of this act; and
(g) Any additional information required by the governing statute
of any constituent organization.
(3) The surviving organization must deliver the articles of
merger for filing in the office of the secretary of state.
(4) The effective time of a merger is:
(a) If the surviving organization is a limited liability company,
upon the later of:
(i) Filing of the articles of merger in the office of the
secretary of state; or
(ii) Subject to subsection (5) of this section, as specified in
the articles of merger; or
(b) If the surviving organization is not a limited liability
company, as provided by the governing statute of the surviving
organization.
(5) If the articles of merger do not specify a delayed effective
date, the articles of merger become effective upon filing. If the
articles of merger specify a delayed effective time and date, the
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articles of merger become effective at the time and date specified.
If the articles of merger specify a delayed effective date but no
time is specified, the articles of merger are effective at the close
of business on that date. A delayed effective date for articles of
merger may not be later than the ninetieth day after the date they
are filed.

NEW SECTION. Sec. 83. (1) When a merger becomes effective:

(a) The surviving organization continues;

(b) Each constituent organization that merges into the surviving
organization ceases to exist as a separate entity;

(c) The title to all real estate and other property owned by each
constituent organization is vested in the surviving organization
without reversion or impairment;

(d) The surviving organization has all liabilities of each
constituent organization;

(e) A proceeding pending by or against any constituent
organization may be continued as if the merger did not occur or the
surviving organization may be substituted in the proceeding for the
constituent organization whose existence ceased;

(f) Except as prohibited by other law, all of the rights,
privileges, immunities, powers, and purposes of each constituent
organization that ceases to exist vest in the surviving organization;
(g) Except as otherwise provided in the plan of merger, the terms
and conditions of the plan of merger take effect;

(h) The organizational documents of the surviving organization
are amended to the extent provided in the articles of merger; and
(1) The former holders of interests of every constituent limited
liability company are entitled only to the rights provided in the
plan of merger and to their rights under article XII of this chapter.
(2) A merger of a limited liability company, including a limited
liability company which is not the surviving organization in the
merger, does not require the limited liability company to wind up its
affairs under section 58 of this act or pay its liabilities and
distribute its assets under section 60 of this act.
(3) A surviving organization that is a foreign organization
consents to the jurisdiction of the courts of this state to enforce
any obligation owed by a constituent organization, if before the
merger the constituent organization was subject to suit in this state
on the obligation. A surviving organization that is a foreign
organization and not authorized to transact business in this state
appoints the secretary of state as its agent for service of process
for the purposes of enforcing an obligation under this subsection.
Service on the secretary of state under this subsection is made in
the same manner and with the same consequences as in section 7(3) of
this act.
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NEW SECTION. Sec. 84. (1) An organization other than a limited
liability company may convert into a limited liability company, and a
limited liability company may convert into an organization pursuant
to this section and sections 85 through 87 of this act and a plan of
conversion, if:

(a) The other organization's governing statute authorizes the
conversion;

(b) The conversion is not prohibited by the law of the
jurisdiction that enacted the other organization's governing statute;
and

(c) The other organization complies with its governing statute in
effecting the conversion.

(2) A plan of conversion must be in a record and must include:

(a) The name and form of the organization before conversion;

(b) The name and form of the organization after conversion;

(c) The terms and conditions of the conversion, including the
manner and basis for converting interests in the converting
organization into any combination of the interests, shares,
obligations, or other securities of the converted organization or any
other organization or into cash or other property in whole or part;
and

(d) The organizational documents of the converted organization.

NEW SECTION. Sec. 85. (1) Subject to section 88 of this act, a

plan of conversion must be consented to by all the members of a
converting limited liability company.

(2) Subject to section 88 of this act and any contractual rights,
after a conversion 1s approved, and at any time before a filing 1is
made under section 86 of this act, a converting limited liability
company may amend the plan or abandon the planned conversion:

(a) As provided in the plan; and

(b) Except as prohibited by the plan, by the same approval as was
required to approve the plan.

NEW SECTION. Sec. 86. (1) After a plan of conversion is

approved, the converting organization must make one of the following
filings to complete the conversion:

(a) A converting limited liability company must deliver to the
secretary of state for filing articles of conversion, which must
include:

(1) A statement that the limited liability company has been
converted into another organization;

(ii) The name and form of the converted organization and the
jurisdiction of its governing statute;

(iii) The date the conversion is effective under the governing

71



statute of the converted organization;

(iv) A statement that the conversion was approved as required by
this chapter;

(v) A statement that the conversion was approved as required by
the governing statute of the converted organization; and

(vi) If the converted organization is a foreign organization not
authorized to transact business in this state, the street and mailing
address of an office that the secretary of state may use for the
purposes of section 87(3) of this act; or

(b) A converting organization that is not a limited liability
company must deliver to the secretary of state for filing a
certificate of formation, together with articles of conversion, which
must include:

(1) A statement that the limited liability company was converted
from another organization;

(ii) The name and form of the converting organization and the
jurisdiction of its governing statute; and

(iii) A statement that the conversion was approved in a manner
that complied with the converting organization's governing statute.
(2) The effective time of a conversion 1s either:
(a) If the converted organization is a limited liability company,
when the certificate of formation takes effect; or
(b) If the converted organization is not a limited liability
company, as provided by the governing statute of the converted
organization.
(3) If the certificate of formation filed pursuant to this
section does not specify a delayed effective date, it becomes
effective upon filing. If the certificate of formation specifies a
delayed effective time and date, the certificate of formation becomes
effective at the time and date specified. If the certificate of
formation specifies a delayed effective date but no time 1is
specified, the certificate of formation is effective at the close of
business on that date. A delayed effective date for a certificate of
formation may not be later than the ninetieth day after the date it
is filed.

NEW SECTION. Sec. 87. (1) An organization that has been
converted pursuant to this article is for all purposes the same
entity that existed before the conversion.

(2) When a conversion takes effect:

(a) The title to all real estate and other property owned by the
converting organization remains vested in the converted organization
without reversion or impairment;

(b) All debts, liabilities, and other obligations of the
converting organization continue as obligations of the converted
organization;

(c) An action or proceeding pending by or against the converting
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organization may be continued as if the conversion had not occurred;
(d) Except as prohibited by other law, all of the rights,

privileges, immunities, powers, and purposes of the converting
organization remain vested in the converted organization;

(e) Except as otherwise provided in the plan of conversion, the

terms and conditions of the plan of conversion take effect; and

(f) Except as otherwise agreed, the conversion does not dissolve

a converting limited liability company for the purposes of article
VIII of this chapter.

(3) A converted organization that is a foreign organization

consents to the jurisdiction of the courts of this state to enforce
any obligation owed by the converting limited liability company, if
before the conversion the converting limited liability company was
subject to suit in this state on the obligation. A converted
organization that is a foreign organization and not authorized to
transact business in this state appoints the secretary of state as
its agent for service of process for purposes of enforcing an
obligation under this subsection. Service on the secretary of state
under this subsection is made in the same manner and with the same
consequences as 1in section 7(3) of this act.

NEW SECTION. Sec. 88. If a member of a converting limited

liability company or constituent limited liability company will have
personal liability with respect to a converted organization or
surviving organization, then, in addition to the applicable approval
requirements in section 85(1) or 81(1) (a) of this act, approval of a
plan of conversion or plan of merger must also require the execution,
by each such member, of a separate written consent to become subject
to such personal liability.

ARTICLE XII. DISSENTERS' RIGHTS

NEW SECTION. Sec. 89. In this article:

(1) "Dissenter" means a member who is entitled to dissent from a
plan of merger and who exercises that right when and in the manner
required by this article.

(2) "Fair value," with respect to a dissenter's limited liability
company interest, means the value of the member's limited 1liability
company interest immediately before the effectuation of the merger to
which the dissenter objects, excluding any appreciation or
depreciation in anticipation of the merger unless exclusion would be
inequitable.

(3) "Interest" means interest from the effective date of the

merger until the date of payment, at the average rate currently paid
by the limited liability company on its principal bank loans or, if
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none, at a rate that is fair and equitable under all the
circumstances.

(4) "Limited liability company" means the limited liability

company in which the dissenter holds or held a membership interest,
or the surviving organization by merger, whether foreign or domestic,
of that limited liability company.

NEW SECTION. Sec. 90. (1) Except as provided in section 92 or
94 (2) of this act, or in a written limited liability company
agreement, a member of a limited liability company 1s entitled to
dissent from, and obtain payment of, the fair value of the member's
interest in a limited liability company in the event of consummation
of a plan of merger to which the limited liability company is a party
as permitted by section 80 of this act.
(2) A member entitled to dissent and obtain payment for the
member's interest in a limited liability company under this article
may not challenge the merger creating the member's entitlement unless
the merger fails to comply with the procedural requirements imposed
by this chapter, Title 23B RCW, chapter 25.05 RCW, chapter 25.10 RCW,
or the limited liability company agreement, or is fraudulent with
respect to the member or the limited liability company.

(3) The right of a dissenting member in a limited liability
company to obtain payment of the fair value of the member's interest
in the limited 1liability company terminates upon the occurrence of
any one of the following events:

(a) The proposed merger is abandoned or rescinded;

(b) A court having jurisdiction permanently enjoins or sets aside
the merger; or

(c) The member's demand for payment is withdrawn with the written
consent of the limited liability company.

NEW SECTION. Sec. 91. (1) Not less than ten days prior to the
approval of a plan of merger, the limited liability company must send
a written notice to all members who are entitled to vote on or

approve the plan of merger that they may be entitled to assert
dissenters' rights under this article. Such notice shall be
accompanied by a copy of this article.

(2) The limited liability company must notify in writing all

members not entitled to vote on or approve the plan of merger that
the plan of merger was approved, and send them the dissenters' notice
as required by section 93 of this act.

NEW SECTION. Sec. 92. A member of a limited liability company
who 1is entitled to vote on or approve the plan of merger and who
wishes to assert dissenters' rights must not vote in favor of or

74



approve the plan of merger. A member who does not satisfy the
requirements of this section is not entitled to payment for the
member's interest in the limited liability company under this
article.

NEW SECTION. Sec. 93. (1) If the plan of merger is approved,

the limited liability company shall deliver a written dissenters'
notice to all members who satisfied the requirements of section 92 of
this act.

(2) The dissenters' notice required by section 91(2) of this act

or by subsection (1) of this section must be sent within ten days
after the approval of the plan of merger, and must:

(a) State where the payment demand must be sent;

(b) Inform members as to the extent transfer of the member's

interest in the limited liability company will be restricted as
permitted by section 95 of this act after the payment demand is
received;

(c) Supply a form for demanding payment;

(d) Set a date by which the limited liability company must

receive the payment demand, which date may not be fewer than thirty
nor more than sixty days after the date the notice under this section
is delivered; and

(e) Be accompanied by a copy of this article.

NEW SECTION. Sec. 94. (1) A member of a limited liability

company who demands payment retains all other rights of a member of
such limited liability company until the proposed merger becomes
effective.

(2) A member of a limited liability company sent a dissenters'
notice who does not demand payment by the date set in the dissenters'
notice is not entitled to payment for the member's interest in the
limited liability company under this article.

NEW SECTION. Sec. 95. The limited liability company may

restrict the transfer of members' interests in the limited liability
company from the date the demand for their payment is received until
the proposed merger becomes effective or the restriction is released
under this article.

NEW SECTION. Sec. 96. (1) Within thirty days of the later of

the date the proposed merger becomes effective, or the payment demand
is received, the limited liability company must pay each dissenter
who complied with section 94 of this act the amount the limited
liability company estimates to be the fair wvalue of the dissenting
member's interest in the limited liability company, plus accrued
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interest.

(2) The payment must be accompanied by:

(a) Copies of the financial statements for the limited 1liability
company for its most recent fiscal year maintained as required by
section 29 of this act;

(b) An explanation of how the limited liability company estimated
the fair value of the member's interest in the limited liability
company;

(c) An explanation of how the accrued interest was calculated;

(d) A statement of the dissenter's right to demand payment; and
(e) A copy of this article.

NEW SECTION. Sec. 97. (1) If the proposed merger does not

become effective within sixty days after the date set for demanding

payment, the limited liability company must release any transfer
restrictions imposed as permitted by section 95 of this act.

(2) If, after releasing transfer restrictions, the proposed

merger becomes effective, the limited liability company must send a
new dissenters' notice as provided in sections 91(2) and 93 of this
act and repeat the payment demand procedure.

NEW SECTION. Sec. 98. (1) A dissenter may notify the limited
liability company in writing of the dissenter's own estimate of the
fair value of the dissenter's interest in the limited liability
company, and amount of interest due, and demand payment of the
dissenter's estimate, less any payment under section 96 of this act,
if:

(a) The dissenter believes that the amount paid is less than the
fair value of the dissenter's interest in the limited liability
company, or that the interest due is incorrectly calculated;

(b) The limited 1liability company fails to make payment within
sixty days after the date set for demanding payment; or

(c) The limited liability company, having failed to effectuate

the proposed merger, does not release the transfer restrictions
imposed on members' interests as permitted by section 95 of this act
within sixty days after the date set for demanding payment.

(2) A dissenter waives the right to demand payment under this
section unless the dissenter notifies the limited liability company
of the dissenter's demand in writing under subsection (1) of this
section within thirty days after the limited liability company made
payment for the dissenter's interest in the limited liability
company.

NEW SECTION. Sec. 99. (1) If a demand for payment under section
94 of this act remains unsettled, the limited liability company must
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commence a proceeding within sixty days after receiving the payment
demand and petition the court to determine the fair value of the
dissenting member's interest in the limited liability company, and
accrued interest. If the limited liability company does not commence
the proceeding within the sixty-day period, it must pay each
dissenter whose demand remains unsettled the amount demanded.

(2) The limited liability company must commence the proceeding in

the superior court of the county where the limited liability

company's principal office or, if none in this state, its registered
office is located.

(3) The limited liability company must make all dissenters,

whether or not residents of this state, whose demands remain
unsettled parties to the proceeding as in an action against their
membership interests in the limited liability company and all parties
must be served with a copy of the petition. Nonresidents may be

served by registered or certified mail or by publication as provided
by law.

(4) The limited liability company may Jjoin as a party to the

proceeding any member who claims to be a dissenter but who has not,
in the opinion of the limited liability company, complied with the

provisions of this article. If the court determines that such member
has not complied with the provisions of this article, the member must

be dismissed as a party.

(5) The jurisdiction of the court in which the proceeding is

commenced is plenary and exclusive. The court may appoint one or more

persons as appraisers to receive evidence and recommend decisions on
the question of fair value. The appraisers have the powers described
in the order appointing them or in any amendment to it. The

dissenters are entitled to the same discovery rights as parties in
other civil proceedings.

(6) Each dissenter made a party to the proceeding is entitled to
judgment for the amount, if any, by which the court finds the fair

value of the dissenter's membership interest in the limited liability
company, plus interest, exceeds the amount paid by the limited
liability company.

NEW SECTION. Sec. 100. (1) The court in a proceeding commenced

under section 99 of this act must determine all costs of the
proceeding, including the reasonable compensation and expenses of
appraisers appointed by the court. The court must assess the costs
against the limited liability company, except that the court may
assess the costs against all or some of the dissenters, in amounts
the court finds equitable, to the extent the court finds the
dissenters acted arbitrarily, vexatiously, or not in good faith in
demanding payment.

(2) The court may also assess the fees and expenses of counsel

and experts for the respective parties, 1in amounts the court finds
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equitable:

(a) Against the limited liability company and in favor of any or

all dissenters if the court finds the limited liability company did
not substantially comply with the requirements of this article; or

(b) Against either the limited liability company or a dissenter,

in favor of any other party, if the court finds that the party

against whom the fees and expenses are assessed acted arbitrarily,
vexatiously, or not in good faith with respect to the rights provided
by this article.

(3) If the court finds that the services of counsel for any
dissenter were of substantial benefit to other dissenters similarly
situated, and that the fees for those services should not be assessed
against the limited liability company, the court may award to these
counsel reasonable fees to be paid out of the amounts awarded to the
dissenters who were benefited.

ARTICLE XIII. MISCELLANEOUS

NEW SECTION. Sec. 101. (1) The rule that statutes in derogation

of the common law are to be strictly construed has no application to
this chapter.

(2) It is the policy of this chapter to give the maximum effect

to the principle of freedom of contract and to the enforceability of
limited liability company agreements.

(3) Unless the context otherwise requires, as used in this

chapter, the singular includes the plural and the plural may refer to
only the singular.

NEW SECTION. Sec. 102. (1) The secretary of state must adopt
rules establishing fees which are charged and collected for:

(a) Filing of a certificate of formation, certificate of
amendment, or restated certificate of formation for a domestic
limited liability company;

(b) Filing of an application for registration, or a certificate
correcting any statement in an application for registration, of a
foreign limited liability company;

(c) Filing of articles of merger or articles of conversion for a
domestic limited liability company;

(d) Filing of a certificate of dissolution for a domestic limited
liability company;

(e) Filing of a certificate of revocation of dissolution for a
domestic limited liability company;

(f) Filing of an application for reinstatement of a domestic
limited liability company;

(g) Filing of a certificate of cancellation for a foreign limited
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liability company;

(h) Filing of an application to reserve, register, or transfer a
foreign or domestic limited liability company name;

(i) Filing of any other certificate, statement, or report
authorized or permitted to be filed;

(j) Copies, certified copies, certificates, service of process
filings, and expedited filings or other special services; and

(k) The initial and annual report for a limited liability
company, or the annual report for a foreign limited liability
company, and any related penalties.

(2) In the establishment of a fee schedule, the secretary of
state must, insofar as is possible and reasonable, be guided by the
fee schedule provided for corporations governed by Title 23B RCW.
Fees for copies, certified copies, certificates of record, and
service of process filings must be as provided for in RCW 23B.01.220.
(3) All fees collected by the secretary of state must be
deposited with the state treasurer pursuant to law.

NEW SECTION. Sec. 103. The secretary of state has the power and
authority reasonably necessary for the efficient and effective
administration of this chapter, including the adoption of rules under
chapter 34.05 RCW.

NEW SECTION. Sec. 104. This act takes effect January 1, 2016.

NEW SECTION. Sec. 105. This chapter may be known and cited as
the "Washington Limited Liability Company Act."

NEW SECTION. Sec. 106. This chapter does not affect an action
commenced, proceeding brought, or right accrued before January 1, 26
2016.

NEW SECTION. Sec. 107. Sections 1 through 106 of this act are
each added to chapter 25.15 RCW.

NEW SECTION. Sec. 108. The following acts or parts of acts are
each repealed: [RCW 25.15.005 through RCW 25.15.902].

NEW SECTION. Sec. 109. If any provision of this act or its
application to any person or circumstance is held invalid, the
remainder of the act or the application of the provision to other
persons or circumstances is not affected.
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ARTICLE XIV. CONFORMING AMENDMENTS

Sec. 110. RCW 23B.11.080 and 2009 c 188 s 1401 are each amended

to read as follows:

(1) One or more domestic corporations may merge with one or more
limited liability companies, partnerships, or limited partnerships
if:

(a) The board of directors of each corporation adopts and the
shareholders of each corporation approve, if approval would be
necessary, the plan of merger as required by RCW 23B.11.030;

(b) The partners of each limited partnership approve the plan of
merger as required by RCW 25.10.781;

(c) The partners of each partnership approve the plan of merger

as required by RCW 25.05.375; and

(d) The members of each limited liability company approve, if
approval is necessary, the plan of merger as required by ((REW 20

25+315+-400))section 81 of this act.

(2) The plan of merger must set forth:

(a) The name of each limited liability company, partnership,
corporation, and limited partnership planning to merge and the name
of the surviving limited liability company, partnership, corporation,
or limited partnership into which each other limited liability
company, partnership, corporation, or limited partnership plans to

merge;

(b) The terms and conditions of the merger; and

(c) The manner and basis of converting the shares of each
corporation, the member interests of each limited liability company,
and the partnership interests in each partnership and each limited

partnership into shares, limited liability company member interests,

partnership interests, obligations, or other securities of the
surviving limited liability company, partnership, corporation, or
limited partnership, or into cash or other property, including
shares, obligations, or securities of any other limited liability
company, partnership, or corporation, and partnership interests,
obligations, or securities of any other limited partnership, in whole
or in part.

(3) The plan of merger may set forth:

(a) Amendments to the articles of incorporation of the surviving
corporation;

(b) Amendments to the certificate of limited partnership of the
surviving limited partnership; and

(c) Other provisions relating to the merger.

Sec. 111. RCW 23B.11.090 and 2009 c 188 s 1402 are each amended
to read as follows:
After a plan of merger for one or more corporations and one or
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more limited partnerships, one or more partnerships, or one or more
limited liability companies is approved by the shareholders of each
corporation (or adopted by the board of directors of any corporation
for which shareholder approval is not required), is approved by the
partners for each limited partnership as required by RCW 25.10.781,
is approved by the partners of each partnership as required by RCW
25.05.380, or 1is approved by the members of each limited liability
company as required by ((REW—25-35-4608))section 81 of this act, the
surviving entity must:

(1) If the surviving entity is a corporation, file with the

secretary of state articles of merger setting forth:

(a) The plan of merger;

(b) A statement that the merger was duly approved by the

shareholders of each corporation pursuant to RCW 23B.11.030 (or a
statement that shareholder approval was not required for a merging
corporation); and

(c) A statement that the merger was duly approved by the partners

of each limited partnership pursuant to RCW 25.10.781.

(2) If the surviving entity is a limited partnership, comply with

the requirements in RCW 25.10.786.

(3) If the surviving entity 1is a partnership, comply with the
requirements in RCW 25.05.380.

(4) If the surviving entity is a limited liability company,

comply with the requirements in ((REW—25-35-465))section 82 of this
act.

Sec. 112. RCW 23B.11.110 and 2009 c 188 s 1403 are each amended
to read as follows:

(1) One or more foreign limited partnerships, foreign
corporations, foreign partnerships, and foreign limited liability
companies may merge with one or more domestic partnerships, domestic
limited liability companies, domestic limited partnerships, or
domestic corporations, provided that:

(a) The merger is permitted by the law of the jurisdiction under
which each foreign limited partnership was organized and the law of
the state or country under which each foreign corporation was
incorporated and each foreign limited partnership or foreign
corporation complies with that law in effecting the merger;

(b) If the surviving entity is a foreign or domestic corporation,
that corporation complies with RCW 23B.11.090;

(c) If the surviving entity is a foreign or domestic limited
partnership, that limited partnership complies with RCW 25.10.786;
(d) Each domestic corporation complies with RCW 23B.11.080;

(e) Each domestic limited partnership complies with RCW 17 25.10.781;
(f) Each domestic limited liability company complies with ((REW
25-315-400) )section 81 of this act; and

(g) Each domestic partnership complies with RCW 25.05.375.
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(2) Upon the merger taking effect, a surviving foreign

corporation, foreign limited partnership, foreign limited liability
corporation, or foreign partnership is deemed:

(a) To appoint the secretary of state as its agent for service of
process 1in a proceeding to enforce any obligation or the rights of
dissenting shareholders or partners of each domestic corporation,
domestic limited partnership, domestic limited liability company, or
domestic partnership party to the merger; and

(b) To agree that it will promptly pay to the dissenting

shareholders or partners of each domestic corporation, domestic
limited partnership, domestic limited liability company, or domestic
partnership party to the merger the amount, if any, to which they are
entitled under chapter 23B.13 RCW, in the case of dissenting
shareholders, or under chapter 25.10, 25.15, or 25.05 RCW, in the
case of dissenting partners.

Sec. 113. RCW 25.05.375 and 2009 c 188 s 1406 are each amended
to read as follows:

(1) Unless otherwise provided in the partnership agreement,
approval of a plan of merger by a domestic partnership party to the
merger shall occur when the plan is approved by all of the partners.
(2) If a domestic limited partnership is a party to the merger,
the plan of merger shall be adopted and approved as provided in RCW 6
25.10.781.

(3) If a domestic limited 1liability company is a party to the
merger, the plan of merger shall be adopted and approved as provided 9
in ((REW—25-15-468))section 81 of this act.

(4) If a domestic corporation is a party to the merger, the plan
of merger shall be adopted and approved as provided in chapter 23B.11
RCW.

Sec. 114. RCW 25.05.380 and 1998 ¢ 103 s 907 are each amended to

read as follows:

(1) Except as otherwise provided in subsection (2) of this

section, after a plan of merger is approved or adopted, the surviving
partnership, limited liability company, limited partnership, or
corporation shall deliver to the secretary of state for filing
articles of merger setting forth:

(a) The plan of merger;

(b) If the approval of any partners, members, or shareholders of

one or more partnerships, limited liability companies, limited
partnerships, or corporations party to the merger was not required, a
statement to that effect; or

(c) If the approval of any partners, members, or shareholders of

one or more of the partnerships, limited liability companies, limited
partnerships, or corporations party to the merger was required, a
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statement that the merger was duly approved by such members,

partners, and shareholders pursuant to ((REW—25-35-408))section 81 of
this act, RCW 25.05.375, or chapter 23B.11 RCW.

(2) If the merger involves only two or more partnerships and one

or more of such partnerships has filed a statement of partnership
authority with the secretary of state, the surviving partnership

shall file articles of merger as provided in subsection (1) of this
section.

Sec. 115. RCW 25.05.385 and 2009 c 188 s 1407 are each amended
to read as follows:
(1) When a merger takes effect:

(a) Every other partnership, limited liability company, limited
partnership, or corporation that is party to the merger merges into
the surviving partnership, limited liability company, limited
partnership, or corporation and the separate existence of every
partnership, limited liability company, limited partnership, or
corporation except the surviving partnership, limited liability
company, limited partnership, or corporation ceases;

(b) The title to all real estate and other property owned by each
partnership, limited liability company, limited partnership, and
corporation party to the merger is vested in the surviving
partnership, limited liability company, limited partnership, or
corporation without reversion or impairment;

(c) The surviving partnership, limited liability company, limited
partnership, or corporation has all liabilities of each partnership,
limited liability company, limited partnership, and corporation that
is party to the merger;

(d) A proceeding pending against any partnership, limited

liability company, limited partnership, or corporation that is party
to the merger may be continued as if the merger did not occur or the
surviving partnership, limited liability company, limited

partnership, or corporation may be substituted in the proceeding for
the partnership, limited liability company, limited partnership, or
corporation whose existence ceased;

(e) The certificate of formation of the surviving limited

liability company is amended to the extent provided in the plan of
merger;

(f) The partnership agreement of the surviving limited

partnership is amended to the extent provided in the plan of merger;
(g) The articles of incorporation of the surviving corporation

are amended to the extent provided in the plan of merger; and

(h) The former members of every limited liability company party

to the merger, the former holders of the partnership interests of
every domestic partnership or limited partnership that is party to
the merger, and the former holders of the shares of every domestic
corporation that is party to the merger are entitled only to the

83



rights provided in the plan of merger, or to their rights under this
article, to their rights under RCW 25.10.831 through 25.10.886, or to
their rights under chapter 23B.13 RCW.

(2) Unless otherwise agreed, a merger of a domestic partnership,
including a domestic partnership which is not the surviving entity in
the merger, shall not require the domestic partnership to wind up its

affairs under article 8 of this chapter.

(3) Unless otherwise agreed, a merger of a domestic limited

partnership, including a domestic limited partnership which is not
the surviving entity in the merger, shall not require the domestic
limited partnership to wind up its affairs under RCW 25.10.581 or pay
its liabilities and distribute its assets under RCW 25.10.621.

(4) Unless otherwise agreed, a merger of a domestic limited

liability company, including a domestic limited liability company

which is not the surviving entity in the merger, shall not require
the domestic limited liability company to wind up its affairs under

( (REW—25-35-295) )section 58 of this act or pay its liabilities and

distribute its assets under ((REW—25-35-300))section 60 of this act.

Sec. 116. RCW 25.05.390 and 2009 c 188 s 1408 are each amended

to read as follows:

(1) One or more foreign partnerships, foreign limited liability
companies, foreign limited partnerships, and foreign corporations may

merge with one or more domestic partnerships, domestic limited
liability companies, domestic limited partnerships, or domestic
corporations if:

(a) The merger is permitted by the law of the jurisdiction under

which each foreign partnership was organized, each foreign limited
liability company was formed, each foreign limited partnership was

organized, and each foreign corporation was incorporated, and each
foreign partnership, foreign limited liability company, foreign
limited partnership, and foreign corporation complies with that law
in effecting the merger;

(b) The surviving entity complies with RCW 25.05.380;

(c) Each domestic limited liability company complies with ((REW 30

25-315-400) )section 81 of this act;

31 (d) Each domestic limited partnership complies with RCW 32
25.10.781; and

(e) Each domestic corporation complies with RCW 23B.11.080.

(2) Upon the merger taking effect, a surviving foreign limited
liability company, limited partnership, or corporation is deemed to

appoint the secretary of state as its agent for service of process in

a proceeding to enforce any obligation or the rights of dissenting

members, partners, or shareholders of each domestic limited liability
company, domestic limited partnership, or domestic corporation party
to the merger.
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Sec. 117. RCW 25.05.425 and 2009 c 188 s 1409 are each amended

to read as follows:

5 (1) Except as provided in RCW 25.05.435 or 25.05.445(2), a

partner in a domestic partnership is entitled to dissent from, and
obtain payment of the fair value of the partner's interest in a
partnership in the event of consummation of a plan of merger to which
the partnership is a party as permitted by RCW 25.05.370 or 10
25.05.390.

(2) A partner entitled to dissent and obtain payment for the

partner's interest in a partnership under this article may not
challenge the merger creating the partner's entitlement unless the
merger fails to comply with the procedural requirements imposed by
this title, Title 23B RCW, RCW 25.10.776 through 25.10.796, or
((25-3+5-439))section 90 of this act, as applicable, or the
partnership agreement, or is fraudulent with respect to the partner
or the partnership.

(3) The right of a dissenting partner in a partnership to obtain
payment of the fair value of the partner's interest in the
partnership shall terminate upon the occurrence of any one of the
following events:

(a) The proposed merger is abandoned or rescinded;

(b) A court having jurisdiction permanently enjoins or sets aside

the merger; or

(c) The partner's demand for payment is withdrawn with the

written consent of the partnership.

Sec. 118. RCW 25.10.781 and 2009 ¢ 188 s 1107 are each amended
to read as follows:
(1) Subject to RCW 25.10.796, a plan of merger must be consented
to by all the partners of a constituent limited partnership.
(2) Subject to RCW 25.10.796 and any contractual rights, after a
merger 1s approved, and at any time before a filing is made under RCW
25.10.786, a constituent limited partnership may amend the plan or
abandon the planned merger:

(a) As provided in the plan; and

(b) Except as prohibited by the plan, with the same consent as
was required to approve the plan.

(3) If a domestic corporation is a party to the merger, the plan
of merger shall be adopted and approved as provided in chapter 23B.11
RCW.

(4) If a domestic partnership is a party to the merger, the plan
of merger shall be approved as provided in RCW 25.05.375.

(5) If a domestic limited 1liability company is a party to the
merger, the plan of merger shall be approved as provided in ( (REW
25-35+-40608) )section 81 of this act.
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9 Sec. 119. RCW 30A.08.025 and 2014 ¢ 37 s 152 are each amended to
read as follows:

(1) Notwithstanding any other provision of this title, if the
conditions of this section are met, a bank or a holding company of a
bank may be organized as, or convert to, a limited liability company
under the Washington limited liability company act, chapter 25.15

RCW. As used in this section, "bank" includes an applicant to become
a bank or holding company of a bank and "holding company" means a
holding company of a bank.

(2) (a) Before a bank or holding company may organize as, or

convert to, a limited liability company, the bank or holding company
must obtain approval of the director.

(b) (1) To obtain approval under this section from the director,

the bank or holding company must file a request for approval with the
director at least ninety days before the day on which the bank or
holding company becomes a limited liability company.

(ii) If the director does not disapprove the request for approval
within ninety days from the day on which the director receives the
request, the request is considered approved.

(iii) When taking action on a request for approval filed under
this section, the director may:

(A) Approve the request;

(B) Approve the request subject to terms and conditions the

director considers necessary; or

(C) Disapprove the request.

(3) To approve a request for approval, the director must find
that the bank or holding company:

(a) Will operate in a safe and sound manner; and

(b) Has the following characteristics:

(i) The certificate of formation and limited liability company
require or set forth that the duration of the limited liability
company is perpetual;

(ii) The bank or holding company is not otherwise subject to
automatic termination, dissolution, or suspension upon the happening
of some event other than the passage of time;

(iii) The exclusive authority to manage the bank, trust company,

or holding company is vested in a board of managers or directors
that:

(A) Is elected or appointed by the owners;

(B) Is not required to have owners of the bank, trust company, or
holding company included on the board;

(C) Possesses adequate independence and authority to supervise

the operation of the bank, trust company, or holding company; and

(D) Operates with substantially the same rights, powers,

privileges, duties, and responsibilities as the board of directors of
a corporation;

(iv) Neither state law, nor the bank's or holding company's

operating agreement, bylaws, or other organizational documents
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provide that an owner of the bank or holding company is liable for
the debts, liabilities, and obligations of the bank or holding
company in excess of the amount of the owner's investment;

(v) Neither state law, nor the bank's or holding company's

operating agreement, bylaws, or other organizational documents

require the consent of any other owner of the bank or holding company
in order for any owner to transfer an ownership interest in the bank

or holding company, including voting rights;

(vi) The bank or holding company is able to obtain new investment
funding if needed to maintain adequate capital;

(vii) The bank or holding company is able to comply with all

legal and regulatory requirements for a federally insured depository

bank or holding company of a federally insured depository bank, under
applicable federal and state law; and

(viii) A bank or holding company that is organized as a limited
liability company shall maintain the characteristics listed in this
subsection (3) (b) during such time as it is authorized to conduct

business under this title as a limited liability company.

(4) (a) All rights, privileges, powers, duties, and obligations of

a bank or holding company, that is organized as a limited liability
company, and its members and managers are governed by the Washington
limited liability company act, chapter 25.15 RCW, except:

(i) To the extent chapter 25.15 RCW is in conflict with federal

law or regulation respecting the organization of a federally insured
depository institution as a limited liability company, such federal
law or regulation supersedes the conflicting provisions contained in
chapter 25.15 RCW in relation to a bank or holding company organized
as a limited liability company pursuant to this section; and

(ii) Without limitation, the following are inapplicable to a bank

or holding company organized as a limited liability company:

(A) Permitting automatic dissolution or suspension of a limited
liability company as set forth in ((REW25-3+5-276+1)))section 51(1)
of this act, pursuant to a statement of limited duration which,
though impermissible under subsection (3) (b) (1) of this section, has

been provided for in a certificate of formation;

(B) Permitting automatic dissolution or suspension of a limited
liability company, pursuant to the limited liability company
agreement, as set forth in ((REW25-35-276+2)))section 51(2) of this

act;

(C) Permitting dissolution of the limited liability company

agreement based upon agreement of all the members, as set forth in 22

( (REW—25-3F5-270{(3)) ) section 51(3) of this act;
(D) Permitting dissociation of all the members of the limited
liability company, as set forth in ((REW25-3+5-270+4)))section 51 (4)

of this act; and

(E) Permitting automatic dissolution or suspension of a limited
liability company, pursuant to operation of law, as otherwise set
forth in chapter 25.15 RCW.
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(b) Notwithstanding (a) of this subsection:

(1) For purposes of transferring a member's interests in the bank
or holding company, a member's interest in the bank or holding
company is treated like a share of stock in a corporation; and

(ii) If a member's interest in the bank or holding company 1is
transferred voluntarily or involuntarily to another person, the
person who receives the member's interest obtains the member's entire
rights associated with the member's interest in the bank or holding
company including all economic rights and all voting rights.

(c) A bank or holding company may not by agreement or otherwise
change the application of (a) of this subsection to the bank or
holding company.

(5) (a) Notwithstanding any provision of chapter 25.15 RCW or this
section to the contrary, all voting members remain liable and
responsible as fiduciaries of a bank or holding company organized as
a limited liability company, regardless of resignation, dissociation,
or disqualification, to the same extent that directors of a bank or
holding company organized as a corporation would be or remain liable
or responsible to the department and applicable federal banking
regulators; and
(b) If death, incapacity, or disqualification of all members of
the limited liability company would result in a complete dissociation
of all members, then the bank, holding company, or both, as
applicable is deemed nonetheless to remain in existence for purposes
of the department or an applicable federal regulator, or both, having
standing under RCW 30A.44.270 or applicable federal law, or both, to
exercise the powers and authorities of a receiver for the bank or
holding company.

(6) For the purposes of this section, and unless the context
clearly requires otherwise, for the purpose of applying chapter 25.15
RCW to a bank or holding company organized as a limited liability

company:
(a) "Articles of incorporation" includes a limited liability

company's certificate of formation, as that term is used in ((REW 23
25350085 H)—anad—2535-6+68) ) sections 1 and 18 of this act, and a

24 limited 1liability company agreement as that term is used in ((REW
25 25-35-0665+4(5)) )section 1 of this act;

(b) "Board of directors" includes one or more persons who have,

with respect to a bank or holding company described in subsection (1)
of this section, authority that is substantially similar to that of a
board of directors of a corporation;

(c) "Bylaws" includes a limited liability company agreement as

that term is defined in ( (REW—25-3+5-0H606545})))section 1 of this act;

(d) "Corporation" includes a limited liability company organized
under chapter 25.15 RCW;

(e) "Director" includes any of the following of a limited

liability company:

(1) A manager;
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(1i) A director; or

(iii) Other person who has, with respect to the bank or holding
company described in subsection (1) of this section, authority
substantially similar to that of a director of a corporation;

(f) "Dividend" includes distributions made by a limited liability
company under ((REW—25-3+5-215))section 42 of this act;

(g) "Incorporator" includes the person or persons executing the
certificate of formation as provided in ((REW—25-35-6885+4+)))section

21 of this act;

(h) "Officer" includes any of the following of a bank or holding
company:

(1) An officer; or

(ii) Other person who has, with respect to the bank or holding
company, authority substantially similar to that of an officer of a
corporation;

(i) "Security," "shares," or "stock" of a corporation includes a
membership interest in a limited liability company and any
certificate or other evidence of an ownership interest in a limited
liability company; and

(J) "Stockholder" or "shareholder" includes an owner of an equity
interest in a bank or holding company, including a member as defined 18
in (((REW25-15-0058)r—and—25-315-115))sections 1 and 25 of this act.

Sec. 120. RCW 32.08.025 and 2006 c 48 s 3 are each amended to
read as follows:
(1) Notwithstanding any other provision of this title, if the
conditions of this section are met, a savings bank, or a holding
company of a savings bank, may be organized as, or convert to, a
limited liability company under the Washington limited liability
company act, chapter 25.15 RCW. As used in this section, "savings
bank" includes an applicant to become a savings bank or holding
company of a savings bank, and "holding company" means a holding
company of a savings bank.
(2) (a) Before a savings bank or holding company may organize as,
or convert to, a limited liability company, the savings bank or
holding company must obtain approval of the director.

(b) (1) To obtain approval under this section from the director,
the savings bank or holding company must file a request for approval
with the director at least ninety days before the day on which the
savings bank or holding company becomes a limited liability company.
(ii) If the director does not disapprove the request for approval
within ninety days from the day on which the director receives the
request, the request is considered approved.

(1ii) When taking action on a request for approval filed under
this section, the director may:

(A) Approve the request;

(B) Approve the request subject to terms and conditions the
director considers necessary; or
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(C) Disapprove the request.

(3) To approve a request for approval, the director must find
that the savings bank or holding company:

(a) Will operate in a safe and sound manner; and

(b) Has the following characteristics:

(1) The certificate of formation and limited liability company
require or set forth that the duration of the limited liability
company is perpetual;

(ii) The savings bank or holding company is not otherwise subject
to automatic termination, dissolution, or suspension upon the
happening of some event other than the passage of time;

(iii) The exclusive authority to manage the savings bank or
holding company is vested in a board of managers or directors that:

(A) Is elected or appointed by the owners;

(B) Is not required to have owners of the savings bank or holding
company included on the board;

(C) Possesses adequate independence and authority to supervise
the operation of the savings bank or holding company; and

(D) Operates with substantially the same rights, powers,
privileges, duties, and responsibilities as the board of directors of
a corporation;

(iv) Neither state law, nor the savings bank's or holding
company's operating agreement, bylaws, or other organizational
documents provide that an owner of the savings bank or holding
company is liable for the debts, liabilities, and obligations of the
savings bank or holding company in excess of the amount of the
owner's investment;

(v) Neither state law, nor the savings bank's or holding
company's operating agreement, bylaws, or other organizational
documents require the consent of any other owner of the savings bank
or holding company in order for any owner to transfer an ownership
interest in the savings bank or holding company, including voting
rights;

(vi) The savings bank or holding company is able to obtain new
investment funding if needed to maintain adequate capital;

(vii) The savings bank or holding company is able to comply with
all legal and regulatory requirements for a federally insured
depository bank, or holding company of a federally insured depository
bank, under applicable federal and state law; and

(viii) A savings bank or holding company that is organized as a
limited liability company shall maintain the characteristics 1listed
in this subsection (3) (b) during such time as it is authorized to
conduct business under this title as a limited liability company.

(4) (a) All rights, privileges, powers, duties, and obligations of
a savings bank or holding company, that is organized as a limited
liability company, and its members and managers are governed by the
Washington limited liability company act, chapter 25.15 RCW, except:
(1) To the extent chapter 25.15 RCW is in conflict with federal
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law or regulation respecting the organization of a federally insured
depository institution as a limited liability company, such federal
law or regulation supersedes the conflicting provisions contained in
chapter 25.15 RCW in relation to a savings bank or holding company
organized as a limited liability company pursuant to this section;
and

(ii) Without limitation, the following are inapplicable to a

savings bank or holding company organized as a limited liability

company:
(A) Permitting automatic dissolution or suspension of a limited
liability company as set forth in ((REW25-35-276+1)))section 51(1)

of this act, pursuant to a statement of limited duration which,
though impermissible under subsection (3) (b) (i) of this section, has
been provided for in a certificate of formation;
(B) Permitting automatic dissolution or suspension of a limited
liability company, pursuant to the limited liability company
agreement, as set forth in ((REW25-35-276+2)))section 51(2) of this
act;

(C) Permitting dissolution of the limited liability company
agreement based upon agreement of all the members, as set forth in 34
( (REW—25-315-270(3)))section 51(3) of this act;

(D) Permitting dissociation of all the members of the limited
liability company, as set forth in ((REW25-3F5-270+4})))section 51 (4)
of this act; and

(E) Permitting automatic dissolution or suspension of a limited
liability company, pursuant to operation of law, as otherwise set
forth in chapter 25.15 RCW.

(b) Notwithstanding (a) of this subsection:

(1) For purposes of transferring a member's interests in the
savings bank or holding company, a member's interest in the savings
bank or holding company is treated like a share of stock in a
corporation; and

(ii) If a member's interest in the savings bank or holding
company 1is transferred voluntarily or involuntarily to another
person, the person who receives the member's interest obtains the
member's entire rights associated with the member's interest in the
savings bank or holding company including((+)) all economic rights
and all voting rights.

(c) A savings bank or holding company may not by agreement or
otherwise change the application of (a) of this subsection to the
savings bank or holding company.

(5) (a) Notwithstanding any provision of chapter 25.15 RCW or this
section to the contrary, all voting members remain liable and
responsible as fiduciaries of a savings bank or holding company
organized as a limited liability company, regardless of resignation,
dissociation, or disqualification, to the same extent that directors
of a savings bank or holding company organized as a corporation would
be or remain liable or responsible to the department and applicable
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federal banking regulators; and

(b) If death, incapacity, or disqualification of all members of

the limited liability company would result in a complete dissociation
of all members, then the savings bank or holding company, or both, as
applicable is deemed nonetheless to remain in existence for purposes
of the department or an applicable federal regulator, or both, having
standing under RCW 32.24.090 or applicable federal law, or both, to
exercise the powers and authorities of a receiver for the savings
bank or holding company.

(6) For the purposes of this section, and unless the context

clearly requires otherwise, for the purpose of applying chapter 25.15
RCW to a savings bank or holding company organized as a limited
liability company:

(a) "Articles of incorporation" includes a limited liability

company's certificate of formation, as that term is used in ((REW 37
2535 005+H)—and—25-35-676) ) sections 1 and 18 of this act, and a

38 limited 1liability company agreement as that term is used in ((REW
39 25-35.-0085(5)))section 1 of this act;

(b) "Board of directors"™ includes one or more persons who have,
with respect to a savings bank or holding company described in
subsection (1) of this section, authority that is substantially
similar to that of a board of directors of a corporation;

(c) "Bylaws" includes a limited liability company agreement as
that term is defined in ((REW25-3E5-005(5)))section 1 of this act;
(d) "Corporation" includes a limited liability company organized
under chapter 25.15 RCW;

(e) "Director" includes any of the following of a limited
liability company:

(1) A manager;

(ii) A director; or

(iii) Other person who has, with respect to the savings bank or
holding company described in subsection (1) of this section,
authority substantially similar to that of a director of a

corporation;

(f) "Dividend" includes distributions made by a limited 1liability
company under ((REW—25-35-2315))section 42 of this act;

(g) "Incorporator" includes the person or persons executing the
certificate of formation as provided in ((REW—25-35-0685+4+)))section

21 of this act;

(h) "Officer" includes any of the following of a savings bank or
holding company:

(1) An officer; or

(ii) Other person who has, with respect to the savings bank or
holding company, authority substantially similar to that of an
officer of a corporation;

(1) "Security," "shares," or "stock" of a corporation includes a
membership interest in a limited liability company and any
certificate or other evidence of an ownership interest in a limited
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liability company; and

(7J) "Stockholder" or "shareholder" includes an owner of an equity
interest in a savings bank or holding company, including a member as 34
defined in ((REW 253150053 )—and—25-315-3+3+5))sections 1 and 25 of

this act.

Sec. 121. RCW 82.32.145 and 2012 ¢ 39 s 8 are each amended to

read as follows:

(1) Whenever the department has issued a warrant under RCW

82.32.210 for the collection of unpaid trust fund taxes from a
limited liability business entity and that business entity has Dbeen

terminated, dissolved, or abandoned, or is insolvent, the department

may pursue collection of the entity's unpaid trust fund taxes,
including penalties and interest on those taxes, against any or all

of the responsible individuals. For purposes of this subsection,
"insolvent" means the condition that results when the sum of the

entity's debts exceeds the fair market value of its assets. The

department may presume that an entity is insolvent if the entity

refuses to disclose to the department the nature of its assets and
liabilities.

(2) Personal liability under this section may be imposed for

state and local trust fund taxes.

(3) (a) For a responsible individual who is the current or a

former chief executive or chief financial officer, liability under

this section applies regardless of fault or whether the individual

was or should have been aware of the unpaid trust fund tax liability

of the limited liability business entity.

(b) For any other responsible individual, liability under this
section applies only if he or she willfully fails to pay or to cause
to be paid to the department the trust fund taxes due from the
limited liability business entity.

(4) (a) Except as provided in this subsection (4) (a), a

responsible individual who is the current or a former chief executive

or chief financial officer is liable under this section only for

trust fund tax liability accrued during the period that he or she was
the chief executive or chief financial officer. However, if the
responsible individual had the responsibility or duty to remit

payment of the limited liability business entity's trust fund taxes
to the department during any period of time that the person was not
the chief executive or chief financial officer, that individual 1is

also liable for trust fund tax liability that became due during the

period that he or she had the duty to remit payment of the limited
liability business entity's taxes to the department but was not the
chief executive or chief financial officer.

(b) All other responsible individuals are liable under this

section only for trust fund tax liability that became due during the

period he or she had the responsibility or duty to remit payment of

93



the limited liability business entity's taxes to the department.

(5) Persons described in subsection (3) (b) of this section are
exempt from liability under this section in situations where
nonpayment of the limited liability business entity's trust fund
taxes 1is due to reasons beyond their control as determined by the
department by rule.

(6) Any person having been issued a notice of assessment under
this section is entitled to the appeal procedures under RCW 6 82.32.160,
82.32.170, 82.32.180, 82.32.190, and 82.32.200.

(7) This section does not relieve the limited liability business

entity of its trust fund tax liability or otherwise impair other tax
collection remedies afforded by law.

(8) Collection authority and procedures prescribed in this

chapter apply to collections under this section.

(9) The definitions in this subsection apply throughout this

section unless the context clearly requires otherwise.

(a) "Chief executive" means: The president of a corporation; or

for other entities or organizations other than corporations or if the
corporation does not have a president as one of its officers, the

highest ranking executive manager or administrator in charge of the

management of the company or organization.

(b) "Chief financial officer" means: The treasurer of a

corporation; or for entities or organizations other than corporations

or if a corporation does not have a treasurer as one of its officers,
the highest senior manager who is responsible for overseeing the
financial activities of the entire company or organization.

(c) "Limited liability business entity" means a type of business

entity that generally shields its owners from personal liability for
the debts, obligations, and liabilities of the entity, or a business

entity that is managed or owned in whole or in part by an entity that

generally shields its owners from personal liability for the debts,

obligations, and liabilities of the entity. Limited liability

business entities include corporations, limited liability companies,
limited liability partnerships, trusts, general partnerships and

joint ventures in which one or more of the partners or parties are

also limited liability business entities, and limited partnerships in

which one or more of the general partners are also limited liability

business entities.

(d) "Manager" has the same meaning as in ((REW—25-35-065))section
1 of this act.
(e) "Member" has the same meaning as in ( (REW—25-35-0085))section

1 of this act, except that the term only includes members of member-
managed limited liability companies.

(f) "Officer" means any officer or assistant officer of a
corporation, including the president, vice president, secretary, and
treasurer.

(g) (1) "Responsible individual" includes any current or former
officer, manager, member, partner, or trustee of a limited liability
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business entity with an unpaid tax warrant issued by the department.
(ii) "Responsible individual" also includes any current or former
employee or other individual, but only if the individual had the
responsibility or duty to remit payment of the limited liability
business entity's unpaid trust fund tax liability reflected in a tax
warrant issued by the department.

(iii) Whenever any taxpayer has one or more limited liability
business entities as a member, manager, or partner, "responsible
individual" also includes any current and former officers, members,
or managers of the limited liability business entity or entities or
of any other limited liability business entity involved directly in
the management of the taxpayer. For purposes of this subsection

(9) (g) (1i1i), "taxpayer" means a limited liability business entity
with an unpaid tax warrant issued against it by the department.

(h) "Trust fund taxes" means taxes collected from purchasers and
held in trust under RCW 82.08.050, including taxes imposed under RCW 22
82.08.020 and 82.08.150.

(i) "Willfully fails to pay or to cause to be paid" means that
the failure was the result of an intentional, conscious, and
voluntary course of action.

--— END —--
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ADDENDUM C

New LLC Act, Compared Against Existing LLC Act

Chapter25-15-REWSB 5030 (LLC ACT), AS MODIFIED BY SB 5387 (HUB BILL)
HMIFED HABHHY-COMPANIES

RCW-Seetions

ARTICLE I. GENERAL PROVISIONS
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Sec. 1. The definitions in this section apply Fhe-definitions-in-this-section-apphy-throughout this chapter unless the
context clearly requires otherwise.
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(1) "Agreed value" means the value of the contributions made by a member to the limited liability company. Such
value shall equal the amount agreed upon in a limited liability company agreement or, if no value is agreed upon,

the value shall be determined based on the records of the limited liability company.

3)%(2) "Certificate of formation” means the certificate of formation required by section 18 of this act and such
certificate as amended or restated."

(3) "Distribution" means a transfer of money or other property from a limited liability company to a member
in the member's capacity as a member or to a transferee on account of a transferable interest owned by the
transferee.

(4) "Execute," "executes," or "executed" means, with respect to a record, either (a) signed with respect to a
written record or (b) electronically transmitted along with sufficient information to determine the sender's identity

with respect to an electronic transmission.

(5) "Foreign limited liability company>" means an unincorporated entity that-is-formed under:

state and denomlnated bv that IaW as a I|m|ted Ilabllltv company.

(6) "Limited liability company" or "domestic limited liability company" means a limited liability company having
one or more _members or transferees that is formed under this chapter.

(7) "Limited liability company agreement” means the agreement, including the agreement as amended or restated,
whether oral, implied, in a record, or in any combination, of the member or members of a limited liability company
concerning the affairs of the limited liability company and the conduct of its business.

8) "Manager" means a person, or a board, committee, or other group of persons, named as a manager of a
I|m|ted Ilabllltv company |n or desmnated as a manager of a I|m|ted I|ab|I|tv company nursuant to a limited

company agreement.

(9) "Manager-managed" means, with respect to a limited liability company, that the limited liability company
aqreement vests manaqement of the limited liability comoanv in one or more managers.
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8)“Member210) "Member" means a person who has been admitted to a limited liability company as a member as
provided in REW-25:15.115 section 25 of this act and who has not been dissociated from the limited liability

company.
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not manager-managed.

(12) "Person" means an individual, corporation, business trust, estate, trust, partnership, limited partnership,
limited liability company assomatlon Jomt venture government, governmental subd|V|S|on agency, or
instrumentality 3 3 A or any other legal or
SRt RS

+6)-“commercial entity.

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

(14) "Professional limited liability company>" means a limited liability company which-is-organizedthat is
formed in accordance wrth sectron 13 of thrs act for the purpose of rendenng professronal servrceend—whese

(3215) <"Professional service™" means the same as defined under RCW 18-160-036--22 18.100.030.

(3216) “"Record>" means information that is inscribed on a tangible medium or that is stored in an electronic
or other medium and is retrievable in perceivable form.

(2317) <"State™" means a state of the United States, the District of Columbia-erthe-Commonwealth-of, Puerto
Rico, the United States Virgin Islands, or any-state-territory;_or insular possession;-orether_subject to the
jurisdiction of the-United-States-otherthan-thestate-of\Washingten-United States.

18) "Transfer" includes an assignment, conveyance, deed, bill of sale, lease, gift, and transfer by operation of law

except as otherwise provided in section 49(6) of this act.

(19) "Transferable interest" means a member's or transferee's right to receive distributions of the limited liability
company's assets.

(20) "Transferee" means a person to which all or part of a transferable interest has been transferred, whether or not
the transferor is a member.

Sec. 2. [Deleted by SB 5387]
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{HSec. 3. The name of each limited liability company as set forth in-itscertificate-of formation:

in its certificate of formation must comply with part I, Article 3 of The Uniform Business Organizations Code.

Sec. 4. (1) Reserved Name--Domestic Limited Liability Company.

(1) Reserved Name—Domestic Limited Liability Company. A person may reserve the exclusive use of a limited
liability company name by delivering an application to the secretary of state for filing in accordance with section
1303 of The Uniform Business Organizations Code.

(2) Reserved Name—Foreign Limited Liability Company. A foreign limited liability company may reserve its
name by delivering to the secretary of state for filing an application in accordance with section 1304 of The
Uniform Business Organizations Code.

Sec. 5. (1) Except as otherwise provided in subsections (2) and (3) of this section, the limited liability compan

agreement governs:
(a) Relations among the members as members and between the members and the limited liability company; and

(b) The rights and duties under this chapter of a person in the capacity of manager.

(2) To the extent the limited liability company agreement does not otherwise provide for a matter
described in subsection (1) of this section, this chapter governs the matter.

3) A limited liability company agreement may not:

(a) Vary a limited liability company's power under section 8 of this act to sue, be sued, and defend in its own

name;

(b) Vary the law applicable to a limited liability company under section 9 of this act;

(c) Eliminate or limit the duties of a member or manager in a manner prohibited by section 11(6) of this act;

(d) Eliminate or limit the liability of a member or manager in a manner prohibited by section 11(7) of this act;
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2(e) Indemnify a member or

manager in a manner prohibited by section 12 of th

(f) Vary the requirements of section 21 of this act;
(g) Vary the records required under section 29(1) of this act or unreasonably restrict the right to records or

information under section 29 of this act;

is act;

(h) Vary the power of a manager to resign under section 37 of this act;

(i) Vary the requirements of section 46 of this act;

() _Eliminate or limit the liability of a member, manager, or transferee under section 47 of this act;

(k) Vary the power of a court to decree dissolution in the circumstances specified in section 53 of this act;

1) Vary the requirement to wind up the limited liability company's business as specified in section 58 (1), (2), (4

and (5) of this act;

(m) Unreasonably restrict the right to maintain an action under Article X of this chapter;

(n) Restrict the right of a member that will have personal liability with respect to a surviving or converted
organization to approve a merger or conversion under section 88 of this act; or

(0) Restrict the rights under this chapter of a person other than a member, a transferee, or a manager.

25:-15:015
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(2) A limited liability company may change its registered agent by delivering to the secretary of state for filing a

statement of change in accordance with section 1407 of The Uniform Business Organizations Code.
3) A registered agent may change its information on file with the secretary of state in accordance with

section 1408 or 1409 of The Uniform Business Organizations Code.

(4) A registered agent may resign as agent by executing and delivering to the secretary of state for filing a statement
of resignation in accordance with section 1410 of The Uniform Business Organizations Code.

Sec. 7. Service of process, notice, or demand required or permitted by law to be served on the limited
liability company may be made in accordance with section 1411 of The Uniform Business Organizations Code.

25.15.025
Servico of I ic limitod liabili ios.
Sec. 8. (1) A limited liability compan




formed under thls chapter maye&wenfor any lawful busmes&%aemwwes&&nmeJmted—purpeseus—set—feﬁh

purpose, regardless of whether for profit.
(2) Unless this chapter, its certificate of formation, or its limited liability company agreement provides otherwise, a

limited liability company has the same powers as an individual to do all things necessary or convenient to carry
outon its business-and-affairsactivities.

Sec. 9. The law of this state governs:

(1) The internal affairs of a limited liability company; and

(2) The liability of a member as member and a manager as manager for the debts, obligations, or other liabilities of
a limited liability company.

eelJrateraHer—and and
transact other business with a limited liability company and, subjectto other applicable law, has the same
rights and obligations with respect to amy-such-matterthe loan or other transaction as a person who is not

a member or manager.

25-15:040

Limitation-ofHabilityand-indemnificationSec._11. (1)(a) The only fiduciary duties that a member in a member-
managed limited liability company or a manager has to the limited liability company and its members are the
duties of loyalty and care under subsections (2) and (3) of this section.

(b) If a manager is a board, committee, or other group of persons, this section applies to each person included in
such board, committee, or other group of persons as if such person were a manager.
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(2) The duty of loyalty is limited to the following:

(a) To account to the limited liability company and hold as trustee for it any property, profit, or benefit derived by
such manager or member in the conduct and winding up of the limited liability company's activities or derived from
a use by such _manager or member of limited liability company property, including the appropriation of a limited
liability company opportunity;

(b) To refrain from dealing with the limited liability company as or on behalf of a party having an interest
adverse to the limited liability company; and

(c) To refrain from competing with the limited liability company in the conduct or winding up of the limited
liability company's activities.

3)(a) The duty of care is limited to refraining from engaging in grossly negligent or reckless conduct, intentional
misconduct, or _a knowing violation of law in the conduct and winding up of the limited liability company's
activities.

(b) A member or manager is not in violation of the duty of care as set forth in (a) of this subsection if, in
discharging such duty, the member or manager relies in good faith upon the records of the limited liability
company and upon such opinions, reports, or statements presented to the limited liability company by any person,
including any manager, member, officer, or employee of the limited liability company, as to matters which
the member or manager reasonably believes are within such other person's professional or expert competence and
who has been selected with reasonable care by or on behalf of the limited liability company, including
opinions, reports, or statements as to the value and amount of the assets, liabilities, profits, or losses of the limited
liability company or any other facts pertinent to the existence and amount of assets from which distributions to
members might properly be paid.

(4) A manager or member does not violate a duty under this chapter or under the limited liability company
agreement merely because the manager's or member's conduct furthers the manager's or member's own interest.

(5) A manager or member is not liable to the limited liability company or its members for the manager's or
member's good faith reliance on the limited liability company agreement.

6) To the extent that, at law or in equity, a member or manager has duties (including fiduciary duties) to a limited
liability company or to another member, manager, or other person bound by a limited liability company

agreement, the member's or manager's duties may be modified, expanded, restricted, or eliminated by the
provisions of a limited liability company agreement; provided that such provisions are not inconsistent with law

and do not eliminate or limit:

(a) The duty of a member or manager to avoid intentional misconduct and knowing violations of law, or violations
of section 46 of this act; or

(b) The implied contractual duty of good faith and fair dealing.

(7) A limited liability company agreement may contain provisions not inconsistent with law that:—(a)-Elminate
eliminate or limit the personal liability of a member or manager to the limited liability company or its members
for-monetary-damagesor_other persons bound by a limited liability company agreement for conduct as a
member or manager, provided that such provisions shalido not eliminate or limit the liability of a member

or manager for acts or omissions that involve intentional misconduct or a knowing violation of law by a member or
manager for conduct of the member or manager- violating RGW—Z%—l—S—Z%%sectlon 46 of this act, or for any

{b)y-tndemnifiract or omission that constitutes a violation of the implied contractual duty of good faith and fair
dealing.
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Sec. 12. (1) A limited liability company may indemnify any member or manager from and against any judgments,

settlements, penalties, fines, or expenses incurred ina proceeding or_obligate itself to advance or reimburse

expenses _incurred in a proceeding to which an-individuala person is a party because he-ershesuch person
is, orwas, a member or a manager, provided that no such indemnity shall indemnify a member or a
manager from or on account of acts or omissions of the member or manager finally adjudged to be intentional
misconduct or a knowing violation of law by the member or manager,  or conduct of the member or manager
adjudged to be in violation of RCW , w A : ,

section 46 of this act.

(2) A limited liability company may indemnify and advance expenses under subsection (1) of this section to an
officer, employee, or agent of the limited liability company who is not a member or manager to the same extent as to
a member or manager.

(3) For purposes of this section:
(a) "Expenses" include counsel fees.

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

(c) "Proceeding" means any threatened, pending, or completed action, suit, or proceeding, whether civil, criminal,
administrative, or investigative and whether formal or informal.

25-15:045

Sec. 13. (1) A person or group of persons duly licensed or otherwise legally authorized to render the same
professional services within this-orany-ether state may erganizeform and become a member or members of a
professional limited liability company under the provisions of this chapter for the purposes of rendering
professional service.

(2) A “professional limited liability company> is subject to all the provisions of chapter 18-10618.100
RCW that apply to a professional corporation;and-its. A professional limited liability company's managers,
members, agents, and employees shal-beare subject to all the provisions of chapter £8-20018.100 RCW that apply

to the directors, officers, shareholders agents or employees ofaprofessmnal corporatlon except as prowded
otherwise in thls sectlon. N alhy
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2 and RCW 25.15.---

(section 14, chapter ..... (Substitute Senate Bill No. 5030), Laws of 9 2015).

(3) If the limited liability company>'s members are required to be licensed to practice such profession, and the
limited liability company fails to maintain for itself and for its members practicing in this state a policy of
professional liability insurance, bond, or other evidence of financial responsibility of a kind designated by
rule by the state insurance commissioner and in the amount of at least one million dollars or a greater amount as the
state insurance commissioner may establish by rule for a licensed profession or for any specialty within a
profession, taking into account the nature and size of the business, then the limited liability company>'s
members are personally liable to the extent that, had the insurance, bond, or other evidence of responsibility been
maintained, it would have covered the liability in question.

(34) For purposes of applying the-provisions-ef-chapter 18:10018.100 RCW to a professional limited liability
company, the terms <"director>" or “"officer>" means manager, <"'shareholder>" means member, <"corporation™"
means professional limited liability company, <"articles of incorporation"' means certificate of formation,
“"shares”" or “"capital stock>" means a limited liability company interest, “"incorporator>" means the person who
executes the certificate of formation, and <"bylaws”" means the limited

liability company agreement.

(45) The name of a professional limited liability company must eentain-eitherthe-words—Professional Limited

O O P )

13 : : 99 s 133 29 133 29

{5comply with section 1302 of The Uniform Business Organizations Code.

(6) Subject to the-provisions-in-articleArticle VII of this chapter, the following may be a member of a professional
limited liability company and may be the transferee of the interest of an ineligible person or deceased member of
the professional limited liability company:

(a) A professional corporation, if its shareholders, directors, and its officers, other than the secretary and the
treasurer, are licensed or otherwise legally authorized to render the same specific professional services as the
professional limited liability company; and

(b) Another professional limited liability company, if the managers and members of both professional limited
liability companies are licensed or otherwise legally authorized to render the same specific professional services.
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{e7) Formation of a limited liability company under this subseection-section does not restrict the application of the
uniform disciplinary act under chapter £8:13018.130 RCW, or any applicable health care professional statutes
under Title 2818 RCW, including but not limited to restrictions on persons practicing a health profession without
being appropriately credentialed and persons practicing beyond the scope of their credential.

Sec. 14. (1) No limited liability company formed under this chapter may render professional services except
through a person or persons who are duly licensed or otherwise legally authorized to render such professional
services within this state. However, this chapter does not:

a) Prohibit a person duly licensed or otherwise legally authorized to render professional services in any jurisdiction
other than this state from becoming a member of a professional limited liability company formed in this state for the

purpose of rendering the same professional services; or

b) Prohibit a professional limited liability company from rendering services outside this state through individuals

who are not duly licensed or otherwise legally authorized to render professional services within this state.

(2) Persons engaged in a profession and otherwise meeting the requirements of this chapter may operate under this
chapter as a professional limited liability company so long as each member personally engaged in the practice of the
profession in this state _is duly licensed or otherwise legally authorized to practice the profession in this state and:

(a) At least one manager of the limited liability company is duly licensed or otherwise legally authorized to
practice the profession in this state; or

b) A member is in charge of each office of the limited liability company in this state and that member is dul
licensed or otherwise legally authorized to practice the profession in this state.

Sec. 15. A foreign professional limited liability company may render professional services in this state so long as

it complies with Article IX of this chapter and each individual rendering professional services in this state is duly
licensed or otherwise legally authorized to render such professional services within this state.

Sec. 16. This chapter does not require a_limited liability company to restrict membership to persons residing
in_or engaging in business in this state.

25.15.060

Piercing-the-velSec._17. Members of a limited liability company-shat-be-are personally liable for any act, debt,
obligation, or liability of the limited liability company to the extent that shareholders of a Washington
business corporation would be liable in analogous circumstances. In this regard, the court may consider the factors
and policies set forth in established case law with regard to piercing the corporate veil, except that the failure
to hold meetings of members or managers or the failure to observe formalities pertaining to the calling or
conduct of meetings shalis not-becensidered a factor tending to establish that the members have personal
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liability for any act, debt, obligation, or liability of the limited liability company if the certificate of formation and
limited liability company agreement do not expressly require the holding of meetings of members or managers.

ARTICLE II. FORMATION: CERTIFICATE OF FORMATION

AMENDMENT, FILING, AND EXECUTION

25.15.070
Certificate-of formationSec._18. (1) In order to form a limited liability company, one or more persons must
execute a certificate of formation. The certificate of formation shallmust be filed-indelivered to the office of the

secretary of state for filing in accordance with part I, Article 2 of The Uniform Business Organizations Code and
set forth:

(@) The name of the limited liability company;

(b) The-address-oftheregistered-officeand-the name and address of the registered agent for service of process
required to be maintained by RCW 25-15.02025.15.--- (section 6, chapter ..... (Substitute Senate Bill No. 5030),

Laws of 2015 and part I, Article 4 of The Uniform Business Organizations Code;

(c) The address of the principal place-ofbusinessoffice of the limited liability company;

(d) If the limited liability company is to have a specific date of dissolution, the latest date on which the limited
liability company is to dissolve;

(e) Any other matters the members decide to include-therein; and

(gf) The name and address of each person executing the certificate of formation.

(2)Effect of filing:

() Unless a delayed effective date is specified_in __accordance with section 1203 of The Uniform Business
Orgamzatrons Code, a I|m|ted Irabrlrty company is formed when its certrfrcate of formatron |s filed by the secretary
of state.-A-delay 3 3 3

tisfleds

(b) The secretary of state>'s filing of the certificate of formation is conclusive proof that the persons executing the
certificate satisfied all conditions precedent to the formation.

(e3) A limited liability company formed under this chapter shallbeis a separate legal entity-25-15.075
Amendment-to-certificate-of formation and has a perpetual existence.

(4) Any person may apply to the secretary of state under section1208 of The Uniform Business Organizations

Code to furnish a certificate of existence for a domestic limited liability company or a certificate of registration for
a foreign limited liability company.

Sec. 19. (1) A certificate of formation is amended by fitingdelivering a certificate of amendment therete-withto the
secretary of state for filing. The certificate of amendment shall set forth:

(a) The name of the limited liability company; and
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(b) The amendment to the certificate of formation.

(2) A manager or, if there is no manager, then any member who becomes aware that any statement in a
certificate of formation was false when made, or that any matter described has changed making the certificate of
formation false in any material respect, shallmust promptly amend the certificate of formation.

(3) A certificate of formation may be amended at any time for any other proper purpose.

(4) Unless etherwiseprovided-in-this-chapterorunlessalatera delayed effective date (which-shall-be-a-date-not

later-than-the-ninetieth-day-after-the-date-itisfiled)-is provided for in the certificate of amendment_in accordance
with section 1203 of The Uniform Business Organizations Caode, a certificate of amendment shall-beis effective

when filed by the secretary of state as provided in section 1203 of The Uniform Business Organizations Code.

Sec. 20. (1) A limited liability company may, whenever desired, integrate into a single instrument all of the

provisions of its certificate of formation which are then in effect and operative as a result of there having been
filed with the secretary of state one or more certificates or other instruments pursuant to any of the sections referred

to in this chapter and it may at the same time also further amend its certificate of formation by delivering a
restated certificate of formation to the secretary of state for filing in accordance with part I, Article 2 of The Uniform
Business Organizations Code.

2) A restated certificate of formation must state, either in __its heading or in an introductory paragraph, the limited
liability company's name and, if it is not to be effective upon filing, the future effective date or time, which
must comply with section 1203 of The Uniform Business Organizations Code. If a restated certificate only
restates and integrates and does not further amend a limited liability company's certificate of formation as
amended or supplemented, it must state that fact as well.

(3) Upon the filing of a restated certificate of formation by the secretary of state, or upon the future effective date
or time of a restated certificate of formation as provided for, the initial certificate of formation, as amended or
supplemented, is superseded; and the restated certificate of formation, including any further amendment or changes
made thereby, is thereafter the certificate of formation of the limited liability company, but the original
effective date of formation remains unchanged.

25.15.007 -exceptas-set-forth-in- RCW-25.15.105(4)(b):

Any amendment or change effected in connection with the restatement of the certificate of formation is subject to
any other provision of this chapter, not inconsistent with this section, which would apply if a separate certificate
of amendment were filed to effect such amendment or change.

Sec. 21. Each record required or permitted by this chapter to be filed in the office of the secretary of state
must _comply with the requirements of part I, Article 2 of The Uniform Business Organizations Code and must be

executed in the following manner:

(al) Each original certificate of formation must be-sighed—executed by the person or persons forming the limited
liability company;

(b2) A reservation of name may be sighedexecuted by any person;

(e3) A transfer of reservation of name must be signed-executed by, or on behalf of, the applicant for the
reserved name;

112


http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.007
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.105

(d4) A registration of name must be signedexecuted by any member or manager of the foreign limited liability
company;

(e5) A certificate of amendment or restatement must be-signed-executed by at least one manager, or by a member if
management of the limited liability company is reserved to the members;

(f6) A certificate of dissolution must be signedexecuted by the person or persons authorized to wind up the limited
liability company-'s affairs pursuant to RCW 25.15.29525.15.---(3) (section 58, chapter ..... (Substitute Senate Bill
No. 5030), Laws of 2015);

(g7) If a surviving domestic limited liability company is filing articles of merger, the articles of merger must be
signedexecuted by at least one manager, or by a member if management of the limited liability company is
reserved to the members, or if the articles of merger are being filed by a surviving foreign limited liability
company, limited partnership, er-corporation, or other person, the articles of merger must be signedexecuted by
a person authorized by such foreign limited liability company, limited partnership, er-corporation,or other

person;

(h8) A foreign limited liability company>'s application for registration as a foreign limited liability company doing
business within the state must be signedexecuted by any member or manager of the foreign limited liability
company; and

(#9) If a converting limited liability company is filing articles of conversion, the articles of conversion must be
signed-executed by at least one manager, or by a member if management of the limited liability company is
reserved to the members

Sec. 22. (1) If a person required to execute a certificate required by this chapter fails or refuses to do so,
any other person who is adversely affected by the failure or refusal may petltlon the superior courts to direct the
executlon of the certlflcate. .

under section 1210 of The Uniform Business Organizations Code.

(2) If a person required to execute a limited liability company agreement or amendment thereof fails or refuses to
do so, any other person who is adversely affected by the failure or refusal may petition the superior courts to direct
the execution of the limited liability company agreement or amendment thereof. If the court finds that the limited
liability company agreement or amendment thereof should be executed and that any person required to execute the
limited liability company agreement or amendment thereof has failed or refused to do so, it shall enter an
order granting appropriate relief.

25-15:095
I I‘Ii”g.
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Sec. 23. Section 1206 of The Uniform Business Organizations Code governs the secretary of state's duty to file
records delivered to the secretary of state for filing, the manner and effect of filing, and procedures that apply

when the secretary of state refuses to _file 25:15:105-tnitial-and-annual-reperts.a record.

{5Sec. 24. Each domestic limited liability company, and each foreign limited liability company authorized to
transact business in this state, must deliver to the secretary of state for filing-beth initial and annual reports
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in accordance with section 1212 of The Uniform Business Organizations Code.

ARTICLE 11l. MEMBERS

2515445
Sec. 25. (1) In connection with the fermationadmission of the initial member or members of a limited liability

company, a person acquiring a limited liability company interest is admitted as a member of the limited liability
company upon the later to occur of:

(a) The formation of the limited liability company; or

(b) The time provided in and-upon-compliance-with-the limited liability company agreement or, if the limited
liability company agreement does not so provide or does not exist, when the personZ's admission is reflected in the

records of the limited liability company.

(2) After the formation-ofa-admission of the initial member or members of a limited liability company, a
person acquiring a limited liability company interest is admitted as a member of the limited liability
company:

(@) In the case of a person acquiring a limited liability company interest directly from the limited liability company,
at the time provided in-and-upen-comphiance-with the limited liability company agreement or, if the limited liability

company agreement does not so provide or does not exist, upon the consent of all members and when the person>'s
admission is reflected in the records of the limited liability company;-e¢

(b) In the case of an-assigneea transferee of a limited liability company-interest-who-meets-the-conditionsfor
. forth i

25:-15:260(1)-at the-time-provided-in-andinterest, upon compliance with any procedure for admission provided

in the limited liability company agreement or, if the limited liability company agreement does not so provide or

does not exist,-whenany-suchassignee” upon the consent of all members and when the person's admission

as-a-member-is reflected in the records of the limited liability company-__agreement; or

(c) In the case of a person being admitted as a member of a surviving or resulting limited liability company pursuant
toa merger or conversion approved in accordance with this chapter, as provided in the limited liability company
agreement of the surviving or resulting limited liability company or in the agreement of merger _or plan of merger
or conversion, and in the event of any _inconsistency, the terms of the agreement of merger or plan of merger or
conversion control; and in the case of a person being admitted as a member of _a limited liability company pursuant

to a merger or conversion in__which such limited liability company is not the surviving or resulting limited liability
company in the merger or conversion, as provided in the limited liability company agreement of such limited
liability company.

25.15.120

. | ﬁ i,
Sec. 26. (1) Except as otherwise provided inby this-chapter-orinthe limited-Hability-company-agreement,and
subjeet—te—subseenen—eza—enmsseeuew hagte the afflrmatlve vote, approval, or consent of membe#&eenmbwn&

eempanyreqa%d—te—bekept—pemsuanue—R@A/— ma|or|t¥ of %%}%%een%men&nqade—er—mqaﬁed—te
be-made;-by-alithe members shat-beis necessary for actions requiring member approval.

(2) The affirmative vote, approval, or consent
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of all members shall-be-is required to:
(a) Amend the limited-liability company-agreement;-or

certificate of formation, except as provided in section 19(2) of this act;

(b) Amend the limited liability company agreement;

(c) Authorize a manager, member, or other person to do any act on behalf of the limited liability company that
contravenes the limited liability company agreement, including any provision thereefwhichthat expressly limits
the purpose, business, or affairs of the limited liability company or the conduct thereof;

directly from the limited liability company as provided in section 25(2)(a) of this act;

(e) Admit as a member of the limited liability company a transferee of a limited liability company interest as

provided in section 25(2)(b) of this act;

(f) Authorize a member's removal as a member of the limited liability company as provided in section 28(1)(e) of
this act;

(A, (g), or (h) of this act;

(h) Authorize the withdrawal of a member from the limited liability company as provided in section 28(2) of this

act;

(i) Compromise any member's obligation to make a contribution or return _cash or other property paid or
distributed to the member _in violation of this chapter as provided in section 40(2) of this act;

() _Amend the certificate of formation and extend the date of dissolution, if a dissolution date is specified in
the certificate of formation, as provided in section 51(1) of this act;

(k) Dissolve the limited liability company as provided in _section 51(3) of this act;

1) Sell, lease, exchange, or otherwise dispose of all, or substantially all, of the limited liability company's propert

other than in the ordinary course of the limited liability company's activities or activities of the kind carried on by
the limited liability company; or

(m) Undertake any other act outside the ordinary course of the limited liability company's activities.

(3) A limited liability company agreement may provide for classes or groups of members having such relative
rights, powers, and duties as the limited liability company agreement may provide, and may make provision for
the future creation in the manner provided in the limited liability company agreement of additional classes or
groups of members having such relative rights, powers, and duties as may from time to time be established,
including rights, powers, and duties senior to existing classes and groups of members. A limited liability
company agreement may provide for the taking of an action, including the amendment of the limited liability
company agreement, without the vote or approval of any member or class or group of members, including an
action to create under the provisions of the limited liability company agreement a class or group of limited
liability company interests that was not previously outstanding.

A limited liability company agreement may provide that any member or class or group of members do not
have voting rights.

(4) A limited liability company agreement may grant to all or certain identified members or a specified
class or group of the members the right to vote separately or with all or any class or group of the members
or managers, on any matter. If the limited liability company agreement so provides, voting by members may be on
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a per capita-number, profit share, class, group, or any other basis.

(5) A limited liability company agreement which-contains-provisionsrelated-to-voting-rights-ef-members-may set

forth provisions relating to notice of the time, place, or purpose of any meeting at which any matter is to be voted
on by any members, waiver of any such notice, action by consent without a meeting, the establishment of a record
date, quorum requirements, voting in person or by proxy, or any other matter with respect to the exercise of any
such right to vote.

25:15.125

iabili Sec._27. (1) Except as otherwise provided by this chapter, the
debts, obligations, and liabilities of a limited liability company, whether arising in contract, tort or otherwise,-shat
be-selehy-are solely the debts, obligations, and liabilities of the limited liability company; and no member or
manager of a limited liability company is obligated personally for any such debt, obligation, or liability of the
limited liability company solely by reason of being or acting as a member or manager respectively of the limited
liability company.

(2) Notwithstanding subsection (1) of this section, under a limited liability company agreement or under another
agreement, a member or manager may agree to be obligated personally for any or aII of the debts, obllgatlons and
I|ab|I|t|es of the limited Ilablllty SranoeRs any

company.

(23) A member or manager of a limited liability company is personally liable for his-er-hersuch person's own torts.

Eventsreﬁdrrsseeraﬂen ec. 8 (1) A person eeases%eJeels d|5500|ated asa member of a I|m|ted Ilablllty company;
a a a upon the

occurrence of one or more of the foIIowmg events:

(a) The member dies or withdraws by voluntary act from the limited liability company as provided in subsection
(32) of this section;

(b) The membe o-be a membe 0 , A -
of all of the member 's transferable mterest in the I|m|ted Ilablllty companymterest—

:(c) The member is removed as a member in accordance with the limited liability company agreement;

{d)y-Unless-otherwise-provided-in
(d) The occurrence of an event upon which the member ceases to be a member under the limited liability company
agreement-or-with-the-written;

(e) The person is a corporation, limited liability company, general partnership, or limited partnership, and the
person is removed as a member by the unanimous consent of the other members, which may be done under
this subsection (1)(e) only if:

(i) The person has filed articles of dissolution, a certificate of dissolution or the equivalent, or the person has been
administratively or judicially dissolved, or its right to conduct business has been suspended or revoked by the
jurisdiction of its incorporation, or the person has otherwise been dissolved; and

(ii) The dissolution has not been revoked or the person or its right to conduct business has not been reinstated

within ninety days after the limited liability company notifies the person that it will be removed as a member
for any reason identified in (e)(i) of this subsection;
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(f) Unless all other members_otherwise agree at the time, the member (i) makes a general assignment for the

benefit of creditors; (ii) files a voluntary petition in bankruptcy; (iii) becomes the subject of an order for relief in
bankruptcy proceedings; (iv) files a petition or answer seeking for himself-er-herselfthe member any
reorganization, arrangement, composition, readjustment, liquidation, dissolution, or similar relief under any
statute, law, or regulation; (v) files an answer or other pleading admitting or failing to contest the material
allegations of a petition filed against him-er-herthe member in any proceeding of the nature described in (&f) (i)
through (iv) of this subsection; or (vi) seeks, consents to, or acquiesces in the appointment of a trustee, receiver, or
liquidator of the member or of all or any substantial part of the member2's properties;

) Unless all other

members otherwrse agre at the time,_if within wrthrn one hundred twenty days after the commencement of any proceeding
against the member seeking reorganization, arrangement, composition, readjustment, liquidation, dissolution, or
similar relief under any statute, law, or regulation, the proceeding has not been dismissed, or if within ninety days
after the appointment without his or her consent or acquiescence of a trustee, receiver, or liquidator of the
member or of all or any substantial part of the member2's properties, the appointment is not vacated or stayed,
or within ninety days after the expiration of any stay, the appointment is not vacated,;

or

(

h) Unless all

other members therwrse agree at the time, in the case of a member Who is an mdrvrdual the entry of an
order by a court of competent jurisdiction adjudicating the member incapacitated, as used and defined under
chapter £1.8811.88 RCW, as to his-er-her-estate;

or her estate.

(2) A member may withdraw from a limited liability company at the time or upon the happening of events
specified in and in accordance with the limited liability company agreement. If the limited liability company
agreement does not specify the trme or the events upon the happenrng of which a member may withdraw, a
member may not withdraw g
limited liability company; without the written consent of aII other memberseethenme

(3) When a person is dissociated as a member of a limited liability company:

(a) The person's right to participate as a member in the management and conduct of the limited liability company's
activities terminates;

(b) If the limited liability company is member-managed, the person's fiduciary duties as a member end with regard
to matters arising and events occurring after the person's dissociation; and
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c) Subject to subsection (5) of this section, any _transferable interest owned by the person immediately before
dissociation in__the person's capacity as a member is owned by the person solely as a transferee.

(4) A person's dissociation as a member of a limited liability company does not of itself discharge the person
from any debt, obligation, or other liability to the limited liability company or the other members which the
person incurred while a member.

(5) If a member dies, the deceased member's personal representative or other legal representative may exercise the
rights of a transferee provided in section 49 of this act and, for the purposes of settling the estate, the rights of a
current member _under section 29 of this act.

2515135

Sec. 29. (1) A limited liability company shalhmust keep at its principal place-of business-the following:

list — ol | i :

{boffice the following:

(@) A copy of its certificate of formation and all amendments thereto;

te
(b) A copy of itseurrentany limited liability company agreement made in _a record and aH-amendments-therete;

and-a-copy-of-any-prioragreements-no-longerin-effect;

{dany amendments made in a record to a limited liability company agreement;

_(c) Unless contained in its certificate of formation-ertimited-Hability-company-agreementa-written, a  statement

in a record of:

(i) The amount of cash and a description and statement of the agreed value of the other property-er-services

benefits contributed and agreed to be contributed by each member-Gneludingthatmember’spredecessors-in
interest)y-and-which-each-member-has-agreed-to-contribute:

;(ii) The times at which or events on the happening of which any additional contributions agreed to be made by
each member are to  be made;-and

(iif) Any right of any member to receive distributions which include a return of all or any part of the member2's
contribution-

{e; and

(iv) Any events upon the happening of which the limited liability company is to be dissolved and its activities
wound up;

(d) A copy of the limited liability company>'s federal, state, and local tax returns and reports, if any, for the three
most recent years;-anéd

(fe) A copy of any financial statements of the limited liability company for the three most recent years;
(f) A copy of any record made by the limited liability company during the past three years of any consent

given by or vote taken of any member pursuant to this chapter or the limited liability company
agreement;

120



A copy of the three most recent annual reports delivered by the limited liability company to the secretary of
state pursuant to section 24 of this act;

(h) A copy of any filed articles of conversion or merger; and

(i) A copy of any certificate of dissolution or certificate of revocation of dissolution.

2 Fhe

(2) On ten days' demand, made in a record received by the limited liability company, a member may inspect and
copy, during regular business hours at the limited liability company's principal office, the records required by

subsectlon (1) of th|s section to be kept by a limited Ilablllty companyare—subjeet—t&mspeenenﬁvd—eepymgﬁt_the

need not have any Dartlcular purpose for seekmq the records. However if the records contain mformatlon specified

in subsection (3)(a) of this section, the limited liability company may substitute copies of the records that are
redacted to protect information specified in subsection (3)(a) of this section, unless the member meets the
requirements of _subsection (4) of this section.

3) During regular business hours and at a reasonable location specified by the limited liability company, a
member may inspect and copy the following records of the limited liability company if the member meets
the requirements of subsection (4) of this section:

(a) A current and a past list, setting forth the full name and last known mailing address of each member and
manager, if any;

b) Excerpts from any meeting of the managers or members, and records of limited liability company action
approved by the members or manager without a meeting; and

(c) Accounting records of the limited liability company.

4) A member may inspect and copy the records described in subsection (3) of this section if:

(a) The member seeks the records for a purpose reasonably related to the member's interest in the limited liability
company;

(b) The member makes a demand in a record received by the limited liability company, describing with reasonable
particularity the records sought and the purpose for seeking the records; and

(c) The records sought are directly connected to the member's
purpose.

(5) Within ten days after receiving a demand pursuant to subsection (4) of this section, the limited liability

company in arecord must inform the member that made the demand:

(a) What records the limited liability company will provide in response to the demand;

(b) When and where the limited liability company will provide the records; and
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reasons for declining.

(6) A person dissociated as a member may inspect and copy the records required by subsection (1) of this
section during reqular business hours in the limited liability company's principal office if:

(a) The records pertain to the period during which the person was a member or transferee;

(b) The person seeks the records in good faith; and

(c) The person meets the requirements of subsection (4) of this section.

(7) The limited liability company must respond to a demand made pursuant to subsection (6) of this section in the
same manner as provided in subsection (5) of this section.

(8) The limited liability company may impose reasonable restrictions on the use of records and information obtained
under this section.

(9) A limited liability company may charge a person that makes a demand under this section reasonable costs of
copying, limited to the costs of labor and material.

(10) A member, or a person dissociated as a member, may exercise the rights under this section through an

attorney or other agent. Any restriction imposed under subsection (8) of this section or by the limited

liability company agreement applies both to the attorney or other agent and to the member or person dissociated as
a member.

(11) The rights stated in this section do not extend to a person as transferee, but the rights under subsections (2)
and (3) of this section may be exercised by a deceased member's personal representative for purposes of settling
the estate, or by the legal representative of an individual under legal disability who is dissociated as a member

pursuant to section 28(1)(f) of this act.

(12) Each manager, or each member of the manager if the manager is a board, committee, or other group of

persons, without having any particular purpose for seeking the information, may inspect and copy
during regular business hours:

a) At the limited liability company's principal office, the records required by subsection (1) of this section; and

b) At a reasonable location specified by the limited liability company, any other records maintained by the limited
liability company regarding the limited liability company's activities and financial condition, or that otherwise
relate to the management of the limited liability company.

(13) Any action to enforce any right arising under this section must be brought in the superior courts.

or-breach-o d-Hiability-company-ag by Sec._30. A limited liability company
agreement may provide that (1) a member who fails to perform in accordance with, orto comply with the
terms and conditions of, the limited liability company agreement shall-beis subject to specified
penaltiesremedies or specified consequences, and (2) at the time or upon the happening of events specified
in the limited liability company agreement, a member shal-be-is subject to specified penaltiesremedies or specified
consequences._Such specified remedies or specified consequences may include and take the form of any remedy or
consequence set forth in section 40(3) of this act.

ARTICLE IV. MANAGEMENT AND MANAGERS
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25-15-150
Management.

- YUnless-thecertificate-of formation-vests-managementofSec. 31. (1) If the limited liability company in-a

manager-or-managers—is

member-managed:

a 3 ofmay be decided bv the vote,
approval, or consent of a malorltv of the members except as otherW|se provided in section 26 of this act
or otherwise in this chapter.

(2) If the limited liability company is member-managed, each member is an agent of the limited liability company
and has the authority to bind the limited liability company and-to-make-at-decisions-with-respect-thereto-

{2)-H-the-certificate-of formation-vests-management-ofwith regard to matters in the ordinary course of its activities.

Sec. 32. (1) If the limited liability company_is manager-managed:

(a) Management of the activities of the limited liability company is vested in one or more managers-then-such
persons-shal-have-sueh-power-to-manage-the-business-or-affairs; and

(b) Each manage of the Ilmlted Ilablllty companyaswewded—mtheJmutedJHbmtyLeempawagteemeM—UMess

?al) Shau—bels deS|gnated appomted elected, removed or replaced by a vote, approval or consent of members

{b(ii) Need not be membersa member of the limited liability company or a natural persensperson; and

(e
(iii) Unless they-havethe manager has been earlier removed or havehas earlier resigned, shal-hetdholds office until

thelr-suecessers-shat-havea successor has been elected-and-gualified:

(2) If the limited liability company in-a-manager-er-managers,-neis manager-managed:

company with regard to matters in the ordinary course of its activities; and

(b) No member, acting solely in theits capacity as a member, is an agent of the limited liability company.

(3) If the manager is a board, committee, or other group of persons:
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a) Subsection (1)(b) of this section applies to each person included in such board, committee, or other group of
persons; and

(b) No person acting solely in such person's capacity as a participant in such board, committee, or other group of
persons is an agent of the limited liability company.

Sec. 33. A member or manager of a limited liability company has the power and authority to delegate to one or

more other persons the member's or manager's rights and powers to manage and control the business and
affairs of the limited liability company, including to delegate to agents, officers, and employees of a member or

manager or the limited liability company, and to delegate by a management agreement or another agreement with,
or otherwise to, other persons. Such delegation by a member or manager of a limited liability company does
not cause the member or manager to cease to be a member or manager of the limited liability company or
cause the 25-15-160

Manager—Members rights-and-duties-person to whom any such rights and powers have been delegated to be a
member or manager of the limited liability company.

Sec. 34. A person who is both a manager and a member has the rights and powers, and is subject to the

restrictions and liabilities, of a manager and;-execeptas-provided-in-atimited-liability-company-agreement; also has

the rights and powers, and is subject to the restrictions and liabilities, of a member to the extent of his-or
hersuch person's participation in the limited liability company as a member.

25:-15-165

affirmative-In a manager-managed limited liability company:

(a) A difference arising as to a matter in the ordinary course of the activities of the limited liability company may
be deuded bv the vote approval or consent of me#ethanene—h&lf—b%nember ma|or|t¥ of the managersehaﬂ—lee

b) No manager consent, approval, or recommendation is required for any act approved by the members as
rovided in section 26(2) of this act, for a conversion approved as provided in section 85 of this act, or for a

merger approved as provided in section 81 of this act.
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(2) A limited liability company agreement may provide for classes or groups of managers having such relative
rights, powers, and duties as the limited liability company agreement may provide, and may make provision for
the future creation in the manner provided in the limited liability company agreement of additional classes or
groups of managers having such relative rights, powers, and duties as may from time to time be established,
including rights, powers, and duties senior to existing classes and groups of managers. A limited liability company
agreement may provide for the taking of an action, including the amendment of the limited liability company
agreement, without the vote or approval of any manager or class or group of managers, including an
action to create under the provisions of the limited liability company agreement a class or group of limited liability
company interests that was not previously outstanding.

(3) A limited liability company agreement may grant to all or certain identified managers or a specified
class or group of the managers the right to vote, separately or with all or any class or group of managers or
members, on any matter. If the limited liability company agreement so provides, voting by managers may be on a
financial interest, class, group, or any other basis.

(4) A limited liability company agreement which contains provisions related to voting rights of managers may set
forth provisions relating to notice of the time, place, or purpose of any meeting at which any matter is to be voted
on by any manager or class or group of managers, waiver of any such notice, action by consent without a
meeting, the establishment of a record date, quorum requirements, voting in person or by proxy, or any other matter
with respect to the exercise of any such right to vote.

_36. A limited liability company
agreement may provrde that (1) a manager who farlsto perform in accordance wrth or to comply with the terms
and conditions of, the limited liability company agreement shal-beis subject to specified penalties or specified
consequences, and (2) at the time or upon the happening of events specified in the limited liability
company agreement, a manager shal-be-is subject to specified penalties or specified consequences.

Sec. 37. A manager may resign as a manager of a limited liability company at the time or upon the happening of
events specified in a limited liability company agreement and in accordance with the limited liability company
agreement. A limited liability company agreement may provide that a manager shalidoes not have the right to
resign as a manager of a limited liability company. Notwithstanding that a limited liability company agreement
provides that a manager does not have the right to resign as a manager of a limited liability company, a
manager may resign as a manager of a limited liability company at any time by giving written notice to the
members and other managers. If the resignation of a manager violates a limited liability company agreement, in
addition to any remedies otherwise available under applicable law, a limited liability company may recover from
the resigning manager damages for breach of the limited liability company agreement and offset the damages
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against-theany amount otherwise distributabledue to the resigning manager_pursuant to the limited liability
company agreement.

25:15:185

Loss-of seleremaining-managerSec._38. In the event of the death, resignation, or removal of the sole remaining
manager, or if one of the events described in REW-25.15-130section 28(1) (de) through (Bh) of this act
occurs with regard to the sole remaining manager, and-unless-the limited liability company-agreement-provides

otherwise-the-Himited-Habiity-company—shall become member-managed unless one or more managers are

appointed by a majority vete-of the members within ninety days after the occurrence of such an event.

ARTICLE V. NTRIBUTION

25.15.190
Sec. 39. The contribution of a member to a limited liability company may be-made-in-cash;consist of tangible or

intangible property or other benefits to the limited liability company, including money,services rendered—or
aperformed, promissory nete-ernotes, other ebligationagreements to contribute cash or property, or te

performcontracts for services-25-15-195-Liability-forcontribution to be performed.

y ec. 40. (1) A member is obligated to a limited
liability company to perform any promise to contrrbute cash or property or to perform services, even if the member
is unable to perform because of death, disability, or any other reason. If a member does not make the required
contribution of property or services, the member is obligated at the option of the limited liability company to

contribute cash equal to that portion of the agreed value {as-stated-in-therecords-ofthe limited-Hability

company-required-to-be keptpursuantto-RCW-25.15.135) of the contribution that has not been made. This option
shat-be-is in addition to, and not in lieu of, any other rights, including the right to specific performance, that

the limited liability company may have against such member under the limited liability company agreement or
applicable law.

(2) The obllgatron of a member to make a contrrbutron or return money or other property paid or distributed in
violation of this chapter may be compromised only by consent of all the members. Notwithstanding the compromise,
a creditor of a limited liability company who extends credit, after either the certificate of formation, limited liability
company agreement or an amendment thereto, or records reguired-to-be-keptunder-RCAW-25.15-1350f the limited
liability company reflect the obligation, and before the amendment of any thereof to reflect the compromise,
may enforce the original obligation to the extent that, in extending credit, the creditor reasonably relied on the
obligation of a member to make a contribution or return_money or other property to the limited liability company.
A conditional obligation of a member to make a contribution or return money or other property to a limited
liability company may not be enforced unless the conditions of the obligation have been satisfied or waived
as to or by such member. Conditional obligations include contributions payable upon a discretionary call of a
limited liability company prior to the time the call occurs.

(3) A limited liability company agreement may provide that the interest of any member who fails to make
any contribution that the member is obligated to make shatl-beis subject to specified penalties for, or specified
consequences of, such failure. Such penalty or consequence may take the form of reducing or eliminating the
defaulting member>'s proportionate interest in a limited liability company, subordinating the member's limited
liability company interest to that of nondefaulting members, a forced sale of the member2's limited liability company
interest, forfeiture of the member's limited liability company interest, the lending by other members of the amount
necessary to meet the member2's commitment, a fixing of the value of the member2's limited liability
company interest by appraisal or by formula and redemption or sale of the member2's limited liability company
interest at such value, or other penalty or consequence.
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ARTICLE VI. DISTRIBUTIONS

Sec. 41. Distributions of a limited liability Bistributions-ofcash-or-otherassets-of a-limited-Hability-company-shall
be-allecated-among-company are made to the members, and amengto classes or groups of members, in the manner
provided in a limited liability company agreement. If the limited liability company agreement does not so provide,
distributions shat-beare made in proportion to the agreed value {as-stated-in-the-records-of the-Himited-liability
companyof the contributions made and any contributions required to be-keptpursuantto-RCW-25.15.135) of the

contributions made, orreguired-to-bebut not yet made, by each member.
25.15.215

Sec. 42. A member does not have a rlqht to any %eeepeas—ppewded—m#usﬂamele—te#}eextenfeand—auhe%me&er

ehedlstrlbutlons before the dlssolutlon and wmdlng up themef f the I|m|ted I|ab|I|t¥ comgan¥ unless th
limited liability company decides to make an interim distribution.

Sec. 43. A member does not have a right to receive 25-15.220
Distributiona distribution on eventaccount of dissociation.

Exeeptas-provided-inatimited-liability-company-agreementaSec. 44. A member, regardless of the nature of the
member>'s contribution, has no right to demand-and-receive any distribution from a limited liability company in

any form other than eash—Exeeptasprovided-inamoney. A limited liability company agreement-a-member-may
not-be-compelled-to-accepta-distribution-ofanymay distribute an asset in- kind from-a-limited-liability-company-to
the extent that-the-percentage-of the-asset-distributed-to-the-each member exceedsreceives a percentage of thatthe

asset-which-is equal to the member's percentage in-which-he-er-she-shares-inshare of distributions-from-the-limited
lability-company.

2515230
Rightto-distributionSec._45. Subject to RG\W-sections 46 and 60 of this 25-15.235-and-25:15.300;and-unless
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. agreementact, at the time a member becomes entitled to receive a
dlstrlbutlon %er—sh&that member has the status of, and is entitled to all remedies available to, a creditor of a
limited liability company with respect to the distribution. A limited liability company agreement may provide for
the establishment of a record date with respect to allocations and distributions by a limited liability company._The
limited liability company's obligation to make a distribution is subject to offset for any amount due and payable to
the limited 25-15-235-Limitations-enliability company by the person on whose account the distribution__is made.

Sec. 46. (1) A limited liability company shalmust not make a distribution te-a-memberte-in violation of the
limited liability company agreement.

(2) A limited liability company must not make a distribution to the extent that at the time of the distribution, after
giving effectto the distribution (a) the limited liability company would not be able to pay its debts as they
became due in the usual course of businessits activities, or (b) all liabilities of the limited liability company, other
than liabilities to members on account of their limited liability company interests and liabilities for which the
recourse of creditors is limited to specified property of the limited liability company, exceed the fair value of the
assets of the limited liability company, except that the fair value of property that is subject to a liability for which
the recourse of creditors is limited shall-beis included in the assets of the limited liability company only to
the extent that the fair value of that property exceeds that liability.

(3) A limited liability company may base a determination that a distribution is not prohibited under subsection (2)

of this _section on financial statements prepared on the basis of accounting practices and principles that are
reasonable in the circumstances or on a fair valuation or other method that is reasonable in the circumstances.

(4) Except as otherwise provided in subsection (7) of this section, the effect of a distribution under subsection
(2) of this section is measured:

(a) In the case of distribution by purchase, redemption, or other acquisition of a transferable interest in the limited
liability company, as of the date money or other property is transferred or debt incurred by the limited
liability company; and

(b) In all other cases, as of the date:

(i) The distribution is authorized, if the payment occurs within one hundred twenty days after that date; or
(ii) The payment is made, if payment occurs more than one hundred twenty days after the distribution is

authorized.

(5) A limited liability company's indebtedness to a member incurred by reason of a distribution made in
accordance with this section is at parity with the limited liability company's indebtedness to its general, unsecured
creditors.

(6) A limited liability company's indebtedness, including indebtedness issued in connection with or as part of a
distribution, is not considered a liability for purposes of subsection (2) of this section if the terms of the
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indebtedness provide that payment of principal and interest are made only to the extent that a distribution could then
be made to members under this section.

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

(a) In the case of a distribution of indebtedness described in subsection (6) of this section, each payment of
principal or interest is treated as a distribution, the effect of which is measured on the date the payment is actually
made; and

(b) In the case of a distribution of any other indebtedness, the effect of the distribution is measured as of the date

the indebtedness is distributed.

Sec. 47. (1) Except as otherwise provided in subsection (2) of this section, a member of a member-managed

limited liability company or manager of a manager-managed limited liability company that consents to a

distribution made in violation of section 46 of this act is personally liable to the limited liability company for the
amount of the distribution that exceeds the amount that could have been distributed without the violation of section

46 of this act if it is established that in consenting to the distribution the members or managers failed to comply
with the duty of care.

(2) To the extent the limited liability company agreement of a member-managed limited liability company

exnresslv relieves a member of the authority and responsibility to consent to dlstnbutlons and imposes that

applies to the other members and not the member that the limited liability company agreement relieves of authority
and responsibility.

(3) A member or transferee that received a distribution knowing that the distribution to that member or transferee

was made in violation of section 46 of this act is personally liable to the limited liability company but only to the
extent that the distribution received by the member or transferee exceeded the amount that could have been
properly paid under section 46 of this act.

(4) A member or manager against which an action is commenced under subsection (1) of this section may:

(a) Implead in the action any other person that is liable under subsection (1) of this section and compel contribution
from the person; and

b) Implead in the action any person that received a _distribution in violation of subsection (3) of this section and
compel contribution from the person in the amount the person received in violation of subsection (3) of this
section.

(5) An action under this section is barred if it is not commenced within two years after the distribution.

ARTICLE VII. ASSIGNMENT OF LIMITED LIABILITY COMPANY INTERESTS

25:-15245
f limited liabili . ~ orifi i .

Sec. 48. (1) The only interest of a member that is transferable is the member's transferable interest. A transferable

H-Atimited-HabHity-company-interest is personal property. A member has no interest in  specific limited liability
company property.

(2) A limited liability company agreement may provide that a-member’stransferable interest-in-a-timited-liability
company may be evidenced by a certificate of limited liability company interest issued by the limited liability

company-and may also provide for the transfer of any transferable interest represented by such a certificate
and make other provisions with respect to such certificate.
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él—)—A—hmrted—habm%yLeompany—m%erest—r&assrghable ec. 49. gl) Atransfe r, |n Whole orin partexeep%a&prevreled—rn

rrght of atransferable mterest

(a) Is permissible; and

(b) Does not, as against the members or the limited liability company, entitle the transferee to participate in
the management of the business-and-affairs-ofa-limited liability company-exeept:

{2)-YUnless-otherwise-provided-in-a's activities, to require access to information concerning the limited liability

company's transactions except as provided in subsection (5) of this section or in section 29(11) of this act,
or to obtain access to information to which a member is otherwise entitled pursuant to section 29 of this
act or the limited liability company-agreement:

{ay-An-assighment's other records.
(2) A transfer ofa transferable interest entrtles the assrgneedeosharernsueh—prom&and—losses—transferee to receive

em to which

assrgnmen{eoiawof—hrsor—hertransferred

(3) Upon transfer of less than the transferor's entire transferable interest in the limited liability company, the

transferor retains the rights, duties, and obligations of the transferor immediately prior to the transfer other than the
transferable interest transferred.

{3)-Forthe-purpeses-of-this-chapter—unless

(4) Except as otherwise provided in (b) of this subsection, a transferee that becomes a member with respect
to a transferable interest is liable for the transferor's obligations with respect to the transferable interest. Except to
the extent such liabilities are assumed by agreement:

(a) Until a transferee of a transferable interest becomes a member with respect to the transferable interest, the
transferee has no liability as a member solely as a result of the transfer; and

(b) A transferee is not obligated for liabilities associated with a transferable interest that are unknown to the
transferee at the time the transferee becomes a member.

(5) In a dissolution and winding up, a transferee is entitled to an account of the limited liability company
agreement:

's transactions only from the date of dissolution.

(6) For the purposes of this chapter:

(a) The pledge of, or grantlng of a security interest, Ilen or other encumbrance inor agalnst any or aII of the

habrh%yeompanya transferable mterest is not a transfer of the transferable mterest but a foreclosure or execution

sale or exercise of similar rights with respect to any or all of a-member’stimited-Habiity-companytransferable
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interest shall-be-deeme e snmme e-mem e mpanyis a transfer of the
transferable interest to the transferee pursuant to such foreclosure or executron sale or exercise of similar rights:.

(b) Where a limited-HabHity-companytransferable interest is held in a trust or estate, or is held by a trustee,
personal representative, or other fiduciary, the transfer of the Hmited-HabHity-companytransferable interest,

whether to a beneficiary of the trust or estate or otherwise, shat-be-deemed-to-be-an-assignment-of such-imited
Hability-companyis a transfer of such transferable interest, but the mere substitution or replacement  of the trustee,

personal representatlve or other fiduciary shalldoes not-eonstitute-an-assignment-of-any-portion-efsuch-Hmited

constitute a transfer of such transferable interest.

25-15255
- £ ind itor.

Sec. 50. (1) On application to a court of competent jurisdiction by any judgment creditor of a member or transferee,
the court may charge the Hmited-Habiity-companytransferable interest of the-memberjudgment debtor with payment
of the unsatisfied amount of the judgment with interest. To the extent so charged, the judgment creditor has only the
rights of an-assighee-of the-limited-Hability-companya transferee. The court may appoint a receiver of the share

of the distributions due or to become due to the judgment creditor in respect of the limited liability company
and make all other orders, directions, accounts, and inquiries the judgment debtor might have made or that the
circumstances of the case may require to give effect to the charging order.

(2) A charging order constitutes a lien on the judgment debtor's transferable interest. The court may order a

foreclosure upon the transferable interest subject to the charging order at any time. The purchaser at the foreclosure
sale has the rights of a transferee.

(3) At any time before foreclosure, a transferable interest charged may be redeemed:

(a) By the judgment debtor;

b) With property other than limited liability compan roperty, by one or more of the other members; or

(c) With limited liability company property, by the limited liability company with the consent of all members whose
interests are not so charged.

(4) This chapter does not deprive any member or transferee of the benefit of any exemption laws applicable to the

members%mﬂed—habmtyeempany s or transferee's transferable interest.

5) ThIS sectron provrdes the exclusrve remedv bv whrch a
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judgment creditor of a member or transferee may satisfy a judgment out of the judgment debtor's transferable
interest.

ARTICLE VIII. DISSOLUTION

2515270

Sec. 51. A limited liability company is dissolved and its affairs shalmust be wound up upon the first to occur of
the following:

(1)}a) The dissolution date if any, specmed |n the certificate of formatlon If a dlssolutlon date is HGI—SpECIerd in
the certlflcate of mation i : s companyls-e Ace-W Atin . :

formatlon the certificate of formatlon may be amended and the exlsteneedate of dissolution of the Ilmlted
liability company may be extended by vote of all the members:

(2) The happening of events specified in a limited liability company agreement;

(3) The written consent of all members;

(4) Nmetg days foIIowmg an event of dISSOCIatIOI’l of the Iast remalnlng member, unless those having the
rights of assigheestransferees in the limited liability company under RCW 25:45.13025.15.---(1) (section 28,
chapter ..... (Substitute Senate Bill No. 5030), Laws of 2015) have, by the ninetieth day, voted to admit one or
more members, voting as though they were members, and in the manner set forth in RCW 25:15-120(%
25.15.---(1) (section 26, chapter ..... (Substitute Senate Bill No. 35 5030), Laws of 2015);

Senate Bill No. 38 5030), Laws of 2015); o

(6) The administrative dissolution of the limited liability company by the secretary of state under RS/
2—E>—1—57285€2—}5ect|on 1603 of The Uniform Business Organizations Code, unless the limited liability company
s reinstated by the secretary of state under RE\W-25.15.290section 1604 of The Uniform Business Organizations

Code.

2515273

Sec. 52. (1) After dissolution occurs under-RE\W-25-15.270section 51 of this act, the limited liability company may
deliver to the secretary of state for filing a certificate of dissolution-signhed-in-accordance-with-RCW-25.15.085.

(2) A certificate of dissolution filed under subsection (1) of this section must set forth:
(a) The name of the limited liability company; and

(b) A statement that the limited liability company is dissolved under REW-25.15.270.section 51 of this act.
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2515275

Judicial-dissolutionSec. 53. On application by erfor-a member or manager the superior courts may decreeorder
dissolution of a limited liability company whenever: (1) It is not reasonably practicable to carry on the
businesslimited liability company's activities in conformity with athe certificate of formation and the limited liability
company agreement;

or (2) other circumstances render dissolution equitable.

2515280

Administrative-disselution—Commencement-of proceedingSec._54. The secretary of state may commence a
proceeding u#hderRCW-25-15.285 to administratively dissolve a limited liability company

d-l—SGGH—H-HHed— nder the cwcumstances and grocedures growded in gart | Artlcle 6 of The Unlform Business
Organizations Code.

Sec. 55. [Deleted by SB 5387]

Sec. 56. A limited liability company that has been administratively dissolved under section 1603 of The Uniform
Business Organizations Code may apply to the secretary of state for reinstatement in accordance with

section 1604 of The Uniform Business Organizations Code.
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25:-15:270-(2)-or(3)- that-has-filed a certificate of dissolution under RECW-25-15.273 may not revoke its dissolution
within-under this section more than one hundred twenty days efafter the filing of its certificate of dissolution.

(2)(a) Except as provided in (b) of this subsection, revocation of dissolution must be approved in the same manner
asthe dissolution was approved unless that approval permitted revocation in some other manner, in which event
the dissolution may be revoked in the manner permitted.

(b) If dissolution occurred upon the happening of events specified in the limited liability company agreement,
revocation of dissolution must be approved in the manner necessary to amend the provisions of the limited
liability company agreement specifying the events of dissolution.

{3)-Afterthe
(3) A limited liability company that has filed a certificate of dissolution may, at any time after revocation of its
dissolution ishas been approved;-the-Hmited-Habilitycompany-may but not more than one hundred twenty

days after the filing of its certificate of dissolution, revoke the dissolution and-the-certificate-of-disselution-by-by
delivering to the secretary of state for filing a certificate of revocation of dissolution that sets forth:

(@ The name of the limited liability company and a statement that the name satisfies the requirements of
RCW-25.15.040part 1, Article 3 of The Uniform Business Organizations Code; if the name is not available,
the limited liability company must filedeliver to the secretary of state for filing a certificate of amendment
changing its name with the certificate of revocation of dissolution;

(b) The effective date of the dissolution that was revoked;
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(c) The date that the revocation of dissolution was approved,;

1 I the Limited liabili , ked the dissohution_a and
(d) A statement te-that effect;

the revocation was approved in the manner required by subsection (2) of this section.

company has filed a certificate of dissolution, revocation of dissolution becomes effectlve upon the filing of a
certificate of revocation of dissolution. The filing of a certificate of revocation of dissolution automatically revokes
any certificate of dissolution previously f|Ied with respect to the I|m|ted I|ab|I|tv company.

(45) Revocatlon of dlssolutlon 2

teand—takeeﬁeepa&relates back to and takes effect as of the effectlve date of the dISSO|UtI0n and the I|m|ted

liability company resurmesmay resume carrying on its activities as if the dissolution had never occurred.

25.15.295
Winding-upSec. 58. (1) A limited liability company continues after dissolution only for the purpose of winding up
its activities.

(2) In winding up its activities, the limited liability company:

(a) May file a certificate of dissolution with the secretary of state to provide notice that the limited liability
company is dissolved;; preserve the limited liability company-'s business or property as a going concern for a
reasonable time;; prosecute and defend actions and proceedings, whether civil, criminal, or administrative, transfer
the limited liability company>'s property,-; settle disputes;; and perform other necessary acts; and

(b) Shall discharge the limited liability company='s liabilities, settle and close the limited liability company>'s
activities, and marshal and distribute the assets of the cempany-

3} Unless-otherwiseprovided-ina-limited liability company-agreement-the.
(3) The persons responsible for managing the business and affairs of a limited liability company under RC\W

25-15-150section 31 or 32 of this act are responsible for winding up the activities of a dissolved limited liability
company. If a dissolved limited liability company does not have any managers or members, the legal
representative of the last person to have been a member may wind up the activities of the dissolved limited
liability company, in which event the legal representative is a manager for the purposes of RCW
25-15:-155section 11 of this act.

(4) If the persons responsible for winding up the activities of a dissolved limited liability company under
subsection (3) of this section decline or fail to wind up the limited liability company>'s activities, a person to
wind up the dissolved limited liability company>'s activities may be appointed by the consent of-the-transferees

owning a majority  of-therights-to-receive distributions-as-the transferees-at-the time-consent-is-to-be-effective. A
person appointed under this subsection:
(@) Is a manager for the purposes of RCW-25.15.155section 11 of this act; and

(b) Shall promptly amend the certificate of formation to state:
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(i) The name of the person who has been appointed to wind up the limited liability company; and
(ii) The street and mailing address of the person.

(5) The superior court may order judicial supervision of the winding up, including the appointment of a person to
wind up the dissolved limited liability company-'s activities, if:

(@) On application of a member, the applicant establishes good cause; or

(b) On application of a transferee, a limited liability company does not have any managers or members and
within a reasonable time following the dissolution no person has been appointed pursuant to subsection (3)
or (4) of this section.

25.15.298

Dispesing-of-known-claims—DefinitionSec. 59. (1) A dissolved limited liability company that has filed a
certificate of dissolution with the secretary of state may dispose of the known claims against it by
following the procedure described in subsection (2) of this section.

(2) A dissolved limited liability company may notify its known claimants of the dissolution in a record. The
notice must:

(@) Specify the information required to be included in a known claim;
(b) Provide a mailing address to which the known claim must be sent;

(c) State the deadline for receipt of the known claim, which may not be fewer than one hundred twenty days after
the date the notice is received by the claimant; and

(d) State that the known claim will be barred if not received by the deadline.

(3) A known claim against a dissolved limited liability company is barred if the requirements of subsection (2) of
this section are met and:

(a) The known claim is not received by the specified deadline; or

(b) In the case of a known claim that is timely received but rejected by the dissolved limited liability
company, the claimant does not commence an action to enforce the known claim against the limited liability
company within ninety days after the receipt of the notice of rejection.

(4) For purposes of this section, “"known claim?" means any claim or liability that either:

(a)(i) Has matured sufficiently, before or after the effective date of the dissolution, to be legally capable of
assertion against the dissolved limited liability company, whether or not the amount  of the claim or liability is
known or determinable; or (ii) is unmatured, conditional, or otherwise contingent but may subsequently arise under
any executory contract to which the dissolved limited liability company is a party, other than under an implied or
statutory warranty as to any product manufactured, sold, distributed, or handled by the dissolved limited liability
company; and

(b) As to which the dissolved limited liability company has knowledge of the identity and the mailing address
of the holder of the claim or liability and, in the case of a matured and legally assertable claim or
liability, actual knowledge of existing facts that either (i) could be asserted to give rise to, or (ii) indicate an
intention by the holder to assert, such a matured claim or liability.
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25.15.300
Bistribution-efassetsSec._60. (1) Upon the winding up of a limited liability company, the assets shat-beare
distributed as follows:

(a) To creditors, including members and managers who are creditors, to the extent otherwise permitted by law, in
satisfaction of liabilities of the limited liability company, {whether by payment or the making of reasonable
provision for payment thereof}), other than liabilities for which reasonable provision for payment has been made
and liabilities for distributions to members under REW-25.15-215section 42 or 25.15.23045

of this act;

(b) T members and former members in satrsfactron of I|ab|I|t|es for dlstrlbutrons under RG\W 2515 215section 42
or 25:-15.23045 of this act; and

(c) T members flrst for the return of thelr contrlbutlons and second respecting their limited liability company
interests, in the proportions in which the members share in distributions.

(2) A limited liability company whichthat has dissolved shalmust pay or make reasonable provision to pay
all claims and obligations, including all contingent, conditional, or unmatured claims and obligations, known to

the limited liability company and all claims and obligations which are known to the limited liability company
but for which the identity of the claimant is unknown. A limited liability company shall not be required to make

provision to pay claims that are or later become barred under section 59 or 61 of this act or other applicable
law. If there are sufficient assets, such claims and obligations shalmust be paid in full and any such

provision for payment made shalmust be made in full. If there are insufficient assets, such claims and obligations
shalmust be paid or provided for according to their priority and, among claims and obligations of equal priority,
ratably to the extent of assets available therefor.-Unless-otherwiseprovided-ina-timited-Hability-company
agreement-any-Any remaining assets shalimust be distributed as provided in this chapter. Any person winding up a
limited liability company>'s affairs who has complied with this section is not personally liable to the claimants of
the dissolved limited liability company by reason of such person*'s actions in winding up the limited liability
company.

Sec. 61. (1) A claim against a dissolved limited liability company is barred if the limited liability company has
25:15.303

Remedies-available-afterfiled a certificate of dissolution-_under section 52 of this act that Exceptasprovidedin
RCEW

has not been revoked under section 57 of this act, and an action or other proceeding thereon is not commenced
within three years after 25-15.298;-the filing of the certificate of dissolution.

(2) The dissolution of a limited liability company does not take away or impair any remedy available to or, except
as provided in subsection (1) of this section or section 59 of this act, against that limited liability company,

its managers or its members for any rrght or claim exrstrng or any Irabrlrty mcurred at any time, whether prior to

wrthm#;reeyear&a#eﬁhei#mgeﬂheeerﬁﬂea&ee# drssolutlon Such an actron or proceedlng by or against the

limited liability company may be prosecuted or defended by the limited liability company in its own name.

ARTICLE IX. FOREIGN LIMITED LIABILITY COMPANIES

Sec. 62. A foreign limited liability company registered to do business in this state is subject to section 1501 of
The Uniform Business Organizations Code relating to the effect of registration and the governing law for
registered foreign limited liability companies.

25.15.310
Law-governing:

137


http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.215
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.230
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.215
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.230
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.298
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.273
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.293

company must register with the secretary of state in accordance with part I, Article 5 of The Uniform Business
Organizations Code.

25.15.320
f roaistration.
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on-which-the-statement-was-fHed-(2) Each foreign limited liability company must continuously maintain in this state
a registered agent in accordance with part I, Article 4 of The Uniform Business Organizations Code.

(3) A foreign limited liability company may change its registered agent by delivering to the secretary of state for
filing a statement of change in accordance with section 1407 of The Uniform Business Organizations Code.

(4) A registered agent of a foreign limited liability company may change its information on file with the secretary
of state in accordance with section 1408 or 1409 of The Uniform Business Organizations Code.

(5) A registered agent of any foreign limited liability company may resign as agent by executing and delivering to
the secretary of state for filing a statement of resignation in accordance with section 1410 of The Uniform
Business Organizations Code.

Sec. 66. A registered foreign limited liability company must amend its foreign registration statement under the
circumstances provided in section 1504 of The Uniform Business Organizations Code.

Sec. 67. A foreign limited liability company may withdraw its registration by delivering to the secretary of state

for_filing a statement of withdrawal in accordance with section 1507 of The Uniform Business Organizations
Code.

Sec. 68. A foreign limited liability company doing business in this state without registering with the secretary of
state is subject to section 1502 of The Uniform Business Organizations Code.
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Sec. 69. A foreign limited liability company may be enjoined from doing business in this state under section 1512
of The Uniform Business Organizations Code.




Sec. 70. A _nonexhaustive list of activities that do not constitute transacting business in this state is provided in
section 1505 of The Uniform Business Organizations Code.
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3 Sec. 71. Serwce of QFOCESS!
notice, or demand reqwred or nermltted by Iaw to be served on the forelgnI|m|tedI|ab|I|tyﬂee|qtqaeuqyL

{HSec. 72. Any foreign limited I|ab|I|ty company WhICh shat-dedoes busmess in thls state without havmg
registered under RCW-25-15. e ,
agem—feptheaeeeptarmef—legal-pmeessgart I Artlcle 5 of The Umform Busmess Organlzatlons Code has

thereby consented to service of legal process in accordance with section 1411 of The Uniform Business
Organizations Code in any civil action, suit, or proceeding against it inany state or federal court in this

state arising or growing out of any business done by it within this state. The doing of business in this state by
such foreign limited liability company shat-beis a signification of the agreement of such foreign limited liability
company that any such process when so served shal-beis of the same legal force and validity as if
served upon a registered agent personally-within-this-state:

within this state.

Sec. 73. The secretary of state may terminate the registration of a foreign limited liability company registered in

this state under the circumstances and procedures specified in section 1511 of The Uniform Business Organizations
Code.

Sec. 74. [Deleted by SB 5387]
ARTICLE X. DERIVATIVE ACTIONS
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2515365
RQWMF@MM;—R@QHWMW j i j O

limited liability company if:
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RightThe member first makes a demand on the members in a member-managed limited liability company, or on

the managers of a manager-managed limited liability company, requestlnq that thev cause the I|m|ted I|ab|I|tv
omgan¥ to brlng an action-_to enforce the rlqht

hketyteeueeeedrand the managers or_other members do not brlnq the action within areasonable time; or

(2) A demand would be futile.

25.15.375
Proper-plaintiffSec._76. In a derivative action, the plaintiff must be a member at the time of bringing the action and:

(1) At the time of the transaction of which the plaintiff complains; or
(2) The plaintiff>'s status as a member had devolved upon kim-er-herthe person by operation of law or pursuant

to the terms of a limited liability company agreement from a person who was a member at the time of
the transaction.

11 In a derlvatlve actlon the complalntehau-must set forth with partlcularltytheeﬁett—liany—ef

(1) The date and content of plaintiff's demand and the members' or managers' response to the demand; or

(2) Why a demand should be excused as futile.

2515385
Expenses:

Sec. 78. If a derivative action is successful, in whole or in part, as a result of a judgment, compromise, or
settlement of any such action, the court may award the plaintiff reasonable expenses, including reasonable

attorneys”' fees, from any-the recovery in-any-such-action-orfrom-aof the limited liability company.

ARTICLE X1. MERGERS AND CONVERSIONS

25:-15:390
finitions.

Fhe-definitionsin-this-section-apply-througheutSec. 79. In this article-unless-the-context-clearlyrequires-otherwise:
(-

(1) "Constituent limited liability company" means a limited liability company that is a party to a merger.

2) "Constituent organization" means an organization that is party to a merger.

(3) "Converted organization™" means the organization into which a converting organization converts under RG\W
254541 7sections 84 through 25-15:42287 of this act.

(24) “"Converting limited liability company=" means a converting organization that is a limited liability company.
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(35) “"Converting organization" means an organization that converts into another organization pursuant to RC\/
25-15-417section 84 of this act.

(46) “"Governing statute" of an organization means the statute that governs the organizationZ's internal affairs.

(57) “"Organization>" means a general partnership, including a limited liability partnership; limited partnership,
including a limited liability limited partnership; limited liability company; business trust; corporation; or any other
person having a governing statute. The term includes domestic and foreign organizations whether or not formed
for profit.

(68) “"Organizational documents™" means:
(a) For a domestic or foreign general partnership, its partnership agreement;

(b) For a limited partnership or foreign limited partnership, its certificate of limited partnership and partnership
agreement;

(c) For a domestic or foreign limited liability company, its certificate of formation and limited liability company
agreement, or comparable records as provided in its governing statute;

(d) For a business trust, its agreement of trust and declaration of trust;

(e) For a domestic or foreign corporation for profit, its articles of incorporation, bylaws, and other agreements
among its shareholders which are authorized by its governing statute, or comparable records as provided in its
governing statute; and

(f) For any other organization, the basic records that create the organization and determine its internal governance
and the relations among the persons that own it, have an interest in it, or are  members of it.

(79) “"Personal liability>" means personal liability for a debt, liability, or other obligation of an organization which
isimposed ona person that co-owns, has an interest in, or is a member of the organization:

(a) By the organization*'s governing statute solely by reason of the person co-owning, having an interest in, or
being a member of the organization; or

(b) By the organization's organizational documents under a provision of the organization>'s governing statute
authorizing those documents to make one or more specified persons liable for all or specified debts,
liabilities, and other obligations of the organization solely by reason of the person or persons co-owning, having an
interest in, or being a member of the organization.

(10) "Surviving organization" means an organization into which 25-15-395

Merger—Plan—Effective-date-one or more other organizations are merged.

organizations pursuant to thls sectlon and sections 81 through 83 of this act and a plan of _merger, if:
(a) The governing statute of each of the other organizations authorizes the merger;

(b) The merger is not prohibited by the law of a jurisdiction that enacted any of those governing statutes;

and

(c) Each of the other organizations complies with its governing25-15-400:

{2) Fhe-plan-of-merger-must set-forth:
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(2) The plan of merger must be in a record and must set forth:

(a) The name and form of each constituent organization;

(b) The name and form of the surviving organization;

(c) The terms and conditions of the merger, including the manner and basis of converting the interests in each
constituent organization into any combination of the interests, shares, obligations, or other securities of the surviving
organization or _any other organization or into cash or other property in whole or part; and

(d) Any amendments to be made by the merger to the surviving organization's organizational documents.

(3) The plan of merger may set forth other provisions relating tothe merger.

Sec. 81. (1) A plan of merger of a constituent limited liability company must be approved, and such approval
shall occur when:

a) The plan is approved by a majority of the members; and

(b) Any written consents required by section 88 of this act have

been obtained.

2) Subject to section 88 of this act and any contractual rights, after a merger is approved, and at any time before a
filing is made under section 82 of this act, a constituent limited liability company may amend the plan or abandon
the planned merger:

(a) As provided in the plan; and
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b) Except as prohibited by the plan, with the same approval as was required to approve the plan.
3) If a domestic limited partnership is a party to the merger, the plan of merger must be adopted and approved as

provided in 22 RCW 25.10.781.

(4) If a domestic corporation is a party to the merger, the plan of merger must be adopted and approved as
provided in chapter 23B.11 RCW.

(5) If a domestic partnership is a party to the merger, the plan of merger must be approved as provided in RCW
25.05.375.

Sec. 82. (1) After each constituent organization has approved a _merger, articles of merger must be executed
on behalf of each constituent organization by an authorized representative.

(2) The articles of merger must include:
(@) The name and form of each constituent organization and the jurisdiction of its governing statute;

(b) The name and form of the surviving organization and the jurisdiction of its governing statute;
(c) The date the merger is effective under the governing statute of the surviving organization;
(d) Any amendments provided for in the plan of merger for the organizational document that created the

surviving organization;

e) A statement as to each constituent organization that the merger was approved as required by the organization's
governing statute;

(f) If the surviving organization is a foreign organization not registered to transact business in this state, the
street and mailing address of the surviving organization's principal office for the purposes of service of process
under section 1411 of The Uniform Business Organizations Code; and

(g) Any additional information required by the governing statute of any constituent organization.
(3) The surviving organization must deliver the articles of merger for filing in the office of the secretary of state.

(4) The effective time of a merger is:

a) If the surviving organization is a limited liability company, upon the later of:
(i) Filing of the articles of merger in the office of the secretary of state; or
ii) Subject to subsection (5) of this section, as specified in the articles of merger; or

(b) If the surviving organization is not a limited liability company, as provided by the governing statute of the
surviving organization.

(5) If the articles of merger do not specify a delayed effective date, the articles of merger become effective upon
filing as provided in section 1203 of this  act. The articles of merger may specify a delayed effective time and

date in accordance with section 1203 of The Uniform Business Organizations Code.

25.15.400
Morgoe—Pon——ltosennl
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organization ceases to exist as a separate entity;

(bc) The title to all real estate and other property owned by each-partrershiptimited-Hability-company;tHmited
partnership;and-corporationparty-to-the-merger-constituent organization is vested in the surviving partnership;
Himited-HabHity-companylimited-partnershiporcorporation-organization without reversion or impairment;

(ed) The surviving
liabilities of each-pa

constituent organization;

(de) A proceeding pending aga ; 2
thatisparbrtothe-mercerby or agalnst an¥ constltuent organlzatlo ma be contlnued as |f the merger d|d not occur
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or the surviving pa

substituted in the proceeding for the-pa
constituent organization whose existence ceased;

Except as rohlblted b other Iaw all of the ri hts riviIe es, immunities, powers, and purposes of each
constituent organization that ceases to exist vest in the surviving organization;

(g) Except as otherwise provided in the plan of merger;-and

{hyFhe-former-members-of-every-Himited-liabiity-company-party, the terms and conditions of the plan of merger
take effect;

(h) The organizational documents of the surviving organization are amended to the extent provided in the articles of
merger;; and

( ) The former holders of%heaartne%p interests of every demesﬂepa%epsm&epdemes%hmﬁed—pammm

(2) A merger of a limited liability company, including a limited liability company which is not the surviving
organlzatlon in the merger, does not require the I|m|ted liability company to wind up |ts affalrs under RCW 25 15.-

enforce any obligation owed by a constituent organization, if before the merger the constituent organization was

subject to suit in this state on the obligation. A surviving organization that is a foreign organization and not
registered to transact business in this state may be served with process pursuant to section 1411 of The Uniform

Business Organizations Code for the purposes of enforcing an obligation under this subsection.

25-45415
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Sec. 84. (1) An organization other than a limited liability company may convert into a limited liability company,
and a limited liability company may convert into anetheran organization pursuant to this section and RGW
25-45.419sections 85 through 25-15:42287 of this act and a plan  of conversion, if:

(a) The other organization>'s governing statute authorizes the conversion;

(b) The conversion is not prohibited by the law of the jurisdiction that enacted the other organization>'s governing
statute; and

(c) The other organization complies with its governing statute in effecting the conversion.

(2) A plan of conversion must be in a record and must include:

(a) The name and form of the organization before conversion;

(b) The name and form of the organization after conversion;

(c) The terms and conditions of the conversion, including the manner and basis for converting interests in the
converting organization into any combination of the interests, shares, obligations, or other securities of the converted

organization or any other organization; or into cash or other property in whole or part; and

(d) The organizational documents of the converted organization.

y-companySec._85. (1) Subject to RCW-25:15.423section
88 of this act aplan of conversion must be consented to by all the members of a converting limited liability
company.
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(2) Subject to REW-25:15.423section 88 of this act and any contractual rights, after a conversion is approved,
and at any time before a filing is made under RCW-25.15.420section 86 of this act, a converting limited
liability company may amend the plan or abandon the planned conversion:

(a) As provided in the plan; and

(b) Except as prohibited by the plan, by the same approval as was required to approve the plan.

25.15.420
Filingsrequired-for-conversion—Effective-dateSec. 86. (1) After a plan of conversion is approved, the converting

organization must make one of the following filings to complete the conversion:

(@) A converting limited liability company must deliver to the secretary of state for filing articles of
conversion, which must include:

(i) A statement that the limited liability company has been converted into another organization;

(if) The name and form of the converted organization and the jurisdiction of its governing statute;

(ili) The date the conversion is effective under the governing statute of the converted organization;
(iv) A statement that the conversion was approved as required by this chapter;

(v) A statement that the conversion was approved as required by the governing statute of the converted
organization; and

(vi) If the converted organization is a foreign organization not-autherized-registered to transact business in this
state, the street and mailing address of anthe converted organization's principal office thatthesecretary-of state
may-tse-for the purposes of REW-25-15.422(3)service of process under section 1411 of The Uniform Business

Organizations Code; or

(b) A converting organization that is not a limited liability company must deliver to the secretary of state for filing a
certificate of formation, together with articles of conversion, which must include:

(i) A statement that the limited liability company was converted from another organization;
(i) The name and form of the converting organization and the jurisdiction of its governing statute; and

(iii) A statement that the conversion was approved in a manner that complied with the converting
organization>'s governing statute.

(2) The effective time of a conversion is either:

(a) If the converted organization is a limited liability company, when the certificate of formation takes effect; or

(b) If the converted organization is not a limited liability company, as provided by the governing statute of the
converted organization.

152


http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.423
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.420
http://apps.leg.wa.gov/rcw/default.aspx?cite=25.15&full=true#25.15.422

effective upon filing as provided in section 1203 of The Uniform Business Organizations Code. The certificate of
formation may specify a delayed effective time and date 25-15-422

Effectofconversion.in accordance with section 1203 of The Uniform Business Organizations Code.

Sec. 87. (1) An organization that has been converted pursuant to this article is for all purposes the same entity that
existed before the conversion.

(2) When a conversion takes effect:

(a) The title to all real estate and other property owned by the converting organization remains vested in the
converted organization without reversion or impairment;

(b) All debts, liabilities, and other obligations of the converting organization continue as obligations of the converted
organization;

(c) An action or proceeding pending by or against the converting organization may be continued as if the
conversion had not occurred,;

(d) Except as prohibited by other law, all of the rights, privileges, immunities, powers, and purposes of the
converting organization remain vested in the converted organization;

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

(f) Except as otherwise agreed, the conversion does not dissolve a converting limited liability company for the
purposes of article VIII of this chapter.

(3) A converted organization that is a foreign organization consents to the jurisdiction of the courts of this state to
enforce any obligation owed by the converting limited liability company, if before the conversion the converting
limited liability company was subject to suit in this state on the obligation. A converted organization that is a

foreign organization and not autherizedregistered to transact business in this state appeints-the-secretary-of state-as
s-agentforservice-of processmay be served with process in accordance with section 1411 of The Uniform

Busmess Organlzatlons Cod for purposes of enforcmg an obllgatlon under this subsection. Se.twe&en%he

Restrictions-on-approval-efconversionsSec. 88. If a member of a converting_limited liability company or constituent
limited liability company will have personal liability with respect to a converted organization or surviving

organization, then, in addition to the applicable approval requirements in RG\A-25:-15-419section 85(1)_ or 81(1)(a)
of this act, approval of a plan of conversion or plan of merger must also require the sigrinrg;-execution, by each
such member, of a separate written consent to become  subject to such personal liability.

ARTICLE XII. DISSENTERS' RIGHTS

25:-15:425
Deli itie S.

As-used-nSec. 89. In this article;-unless-the-context-otherwiserequires:
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(1) "Dissenter" means a member who is entitled to dissent from a plan of merger and who exercises that right
when and in the manner required by this article.

(382) “"Fair value,>" with respect to a dissenter>'s limited liability company interest, means the value of the
member>'s limited liability company interest immediately before the effectuation of the merger to which the
dissenter objects, excluding any appreciation or depreciation in anticipation of the merger unless exclusion would
be inequitable.

(43) “"Interest™" means interest from the effective date of the merger until the date of payment, at the average rate
currently paid by the limited liability company on its principal bank loans or, if none, at a rate that is fair and
equitable under all the circumstances.

(4) "Limited liability company" means the limited liability company in which the dissenter holds or held a
membership interest, or the surviving organization by merger, whether foreign or domestic, 25-15-430

Member—Dissent—Payment-of fair-valueof that limited liability company.

Sec. 90. (1) Except as provided in RG\W-25-15-440section 92 or 25-15-450(2)-94(2) of this act, or in a written
limited liability company agreement, a member of a demestic-limited liability company is entitled to dissent
from, and obtain payment of, the fair value of the member2's interest in a limited liability company in the event of
consummation of a plan of merger to which the limited liability company isa party as permitted by RC\W
25:15:395-0+25.-15:-445section 80 of this act.

(2) A member entitled to dissent and obtain payment for the member2's interest in a limited liability company under
this article may not challenge the merger creating the member2's entitlement unless the merger fails to comply
with the procedural requirements imposed by this titlechapter, Title 23B23B RCW, chapter 25.05 RCW 25:10-776
threugh-25-10-796, chapter 25.10 RCW, or the limited liability company agreement, or is fraudulent with respect to
the member or the limited liability company.

(3) The right of a dissenting member in a limited liability company to obtain payment of the fair value of the
member2's interestin the limited liability company shal-terminateterminates upon the occurrence of any one
of the following events:

(a) The proposed merger is abandoned or rescinded;
(b) A court having jurisdiction permanently enjoins or sets aside the merger; or
(c) The member>'s demand for payment is withdrawn with the written consent of the limited liability company.

25.15.435

Dissenters’rights—Notice—TimingSec._91. (1) Not less than ten days prior to the approval of a plan of merger,
the limited liability company must send a written notice to all members who are entitled to vote on or approve the
plan of merger that they may be entitled to assert dissenters' rights under this article. Such notice shall be
accompanied by a copy of this article.

(2) The limited liability company shalmust notify in writing all members not entitled to vote on or approve the
plan of merger that the plan of merger was approved, and send them the dissenters> notice as required by RCW
25-15.445section 93 of this act.

25.15.440
Member—Dissent—\eoting-restrictionSec._92. A member of a limited liability company who is entitled to

vote on or approve the plan of merger and who wishes to assert dissenters”' rights must not vote in favor of or
approve the plan of merger. A member who does not satisfy the requirements of this section is not entitled to
payment for the member2's interest in the limited liability company under this article.
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25 AEAAE

Members— Dissenters™notice—ReguirementsSec._93. (1) If the plan of merger is approved, the limited liability
company shall deliver a written dissenters>'notice to all members who satisfied the requirements of RC\W-section 92
of 25-15.440this act.

(2) The dissenters>' notice required by RCW-25-15.-435section 91(2) of this act or by subsection (1) of this
section must be sent within ten days after the approval of the plan of merger, and must:

(a) State where the payment demand must be sent;

(b) Inform members as to the extent transfer of the member2's interest in the limited liability company will be
restricted as permitted by RCW-25.15.455section 95 of this act after the payment demand is received;

(c) Supply a form for demanding payment;

(d) Set a date by which the limited liability company must receive the payment demand, which date may not be
fewer than thirty nor more than sixty days after the date the notice under this section is delivered; and

(e) Be accompanied by a copy of this article.

ZEAEED

Member—Payment-demand—Entitlement Sec. 94. (1) A member of a limited liability company who demands
payment retains all other rights of a member of such_limited liability company until the proposed merger becomes
effective.

(2) A member of a limited liability company sent a dissenters>' notice who does not demand payment by the
date set in the dissenters™' notice is not entitled to payment for the member2's interest in the limited liability
company under this article.

25.15.455

Member’s-interests—TransferrestrictionSec. 95. The limited liability company-agreement may restrict the transfer
of members”' interests in the limited liability company from the date the demand for their payment is received
until the proposed merger becomes effective or the restriction is released under this article.

2EAEED

Payment-of fairvalue— ReguirementsforcomphianceSec._96. (1) Within thirty days of the later of the date the
proposed merger becomes effective, or the payment demand is received, the limited liability company
shalmust pay each dissenter who complied with REWW/25.15.450section 94 of this act the amount the limited
liability company estimates to be the fair value of the dissenting member>'s interest in the limited liability
company, plus accrued interest.

(2) The payment must be accompanied by:

(a) Copies of the financial statements for the limited liability company for its most recent fiscal year
maintained as required by section 29 of this act;

(b) An explanation of how the limited liability company estimated the fair value of the member2's interest in the
limited liability company;

(c) An explanation of how the accrued interest was calculated,;
(d) A statement of the dissenter>'s right to demand payment; and

(e) A copy of this article.
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DEAEAEE

Merger—Noteffective-within-sixty-days— FransferrestrictionsSec. 97. (1) If the proposed merger does not
become effective within sixty days after the date set for demanding payment, the limited liability company
shaHlmust release any transfer restrictions imposed as permitted by REW-25-15.455section 95 of this act.

(2) If, after releasing transfer restrictions, the proposed merger becomes effective, the limited liability company must
send anew dissenters”' notice as provided in RC\W-25.15.435sections 91(2) and 25-15.44593 of _this act and
repeat the payment demand procedure.

25.15.470

Dissenter’s-estimate-of fair-value—NoticeSec._98. (1) A dissenting-memberdissenter may notify the limited
liability company in writing of the dissenter>'s own estimate of the fair value of the dissenter>'s interest in the
limited liability company, and amount of interest due, and demand payment of the dissenter>'s estimate, less any
payment under RC\W-25.15.460section 96 of this act, if:

(a) The dissenter believes that the amount paid is less than the fair value of the dissenter>'s interest in the limited
liability company, or that the interest due is incorrectly calculated,;

(b) The limited liability company fails to make payment within sixty days after the date set for demanding
payment; or

(c) The limited liability company, having failed to effectuate the proposed merger, does not release the transfer
restrictions imposed on members?' interests as permitted by REWW-25.15:455 section 95 of this _act within sixty days
after the date set for demanding payment.

(2) A dissenter waives the right to demand payment under this section unless the dissenter notifies the
limited liability company of the dissenter2's demand in writing under subsection (1) of this section within
thirty days after the limited liability company made payment for the dissenter>'s interest in the limited liability
company.

DEAEATE

Unsettled-demand-forpayment—Proceeding—Parties—AppraisersSec. 99. (1) If a demand for payment under
RCW section 25-15.45094 of this act remains unsettled, the limited liability company shat-must commence a
proceeding within sixty days after receiving the payment demand and petition the court to determine the fair value
of the dissenting member='s interest in the limited liability company, and accrued interest. If the limited liability
company does not commence the proceeding within the sixty-day period, it shalmust pay each dissenter whose
demand remains unsettled the amount demanded.

(2) The limited liability company shaumust commence the proceedlng in the superior court— of the countv where
the limited liability-cem

county-where-company's principal office or, if none in th|s state! |ts reglstered office is mam{ameelrlocated

(3) The limited liability company shalimust make all dissenters-{,whether or not residents of this state}, whose
demands remain unsettled parties to the proceeding as in an action against their membership interests in the
limited liability company and all parties must be served with a copy of the petition. Nonresidents may be served by
registered or certified mail or by publication as provided by law.

(4) The limited liability company may join as a party to the proceeding any member who claims to be a dissenter but
who has not, in the opinion of the limited liability company, complied with the provisions of this article. If
the court determines that such member has not complied with the provisions of this article, the member shal
must be dismissed as a party.

(5) The jurisdiction of the court in which the proceeding is commenced is plenary and exclusive. The court may

appoint one or more persons as appraisers to receive evidence and recommend decisions on the question of fair
value. The appraisers have the powers described in the order appointing them or in any amendment to it. The
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dissenters are entitled to the same discovery rights as parties in other civil proceedings.

(6) Each dissenter made a party to the proceeding is entitled to judgment for the amount, if any, by which the
court finds the fair value of the dissenter>'s membership interest in the limited liability company, plus interest,
exceeds the amount paid by the limited liability company.

Sec._100. (1) The court in a proceeding
commenced under RGW—Z—S—l—F»M%—Sh&Hsectlon 99 of thls act must determine all costs of the proceeding, including
the reasonable compensation and expenses of appraisers appointed by the court. The court shalimust assess the
costs against the limited liability company, except that the court may assess the costs against all or some of the
dissenters, in amounts the court finds equitable, to the extent the court finds the dissenters acted arbitrarily,
vexatiously, or not in good faith in demanding payment.

(2) The court may also assess the fees and expenses of counsel and experts for the respective parties, in
amounts the court finds equitable:

(a) Against the limited liability company and in favor of any or all dissenters if the court finds the limited liability
company did not substantially comply with the requirements of this article; or

(b) Against either the limited liability company or a dissenter, in favor of any other party, if the court finds that the
party against whom the fees and expenses are assessed acted arbitrarily, vexatiously, or not in good faith with
respect to the rights provided by this article.

(3) If the court finds that the services of counsel for any dissenter were of substantial benefit to other dissenters
similarly situated, and that the fees for those services should not be assessed against the limited liability company,
the court may award to these counsel reasonable fees to be paid out of the amounts awarded to the dissenters who
were benefited.

ARTICLE Xlll. MISCELLANEOUS

3 . eementSec._101. (1) The rule that statutes
in derogatron of the common Iaw are to be strictly construed sharu—havehas no application to this chapter.

(2) It is the policy of this chapter to give the maximum effect to the principle of freedom of contract and to the
enforceability of limited liability company agreements.

(3) Unless the context otherwise requrres asused i in this chapter the srngular shau-meledelncludes the pIuraI and
the plural may refer to erb . 3

Sec. 102. Limited liability companies are subject to the applicable fees, charges, and penalties established by the
secretary of state under section 1213 of The Uniform Business Organizations Code and RCW 43.07.120.
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Sec. 103. The secretary of state has the power and Fhe-secretary-of state-shall-adept-such-rules-as-areauthority
reasonably necessary te-implement-the-transfer-of duties-and-records-required-byfor the efficient and effective
administration of this chapter, including the adoption of rules under chapter 34.05 RCW.

25-15.900
Effective date—1994 ¢ 211

Sec. 104. This act shat-taketakes effect OcteberJanuary 1, 1994-2016.

25-15:964
SherttitleSec._105. This chapter may be known and cited as the “"Washington Limited Liability Company Act.="

Sec. 106. This chapter does not affect an action commenced, proceeding brought, or right accrued before January 1,
26 2016.

Sec. 107. Sections 1 through 106 of this act are each added to chapter 25.15 RCW.
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