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Washington Senate Bill 5030, which was passed and considered by the 2015 
Regular Session of the Washington Legislature, will amend and replace the Washington Limited 
Liability Company Act (the "Act") in its entirety.  The bill was presented to the Washington 
Legislature for consideration at the request of the Washington State Bar Association.  On 
February 25, 2015, the first substitute bill of Senate Bill 5030 was unanimously passed by the 
Washington State Senate.  On April 16, 2015, the Washington State House of Representatives 
unanimously passed the bill.  On May 7, 2015, Governor Jay Inslee signed the bill into law. The 
effective date for this new law is January 1, 2016. 

The Act was first enacted in 1994, and has been subsequently amended several 
times, most recently in the last regular session of the Washington Legislature.  The revisions in 
Senate Bill 5030 will in effect create a new and revised Washington Limited Liability Company 
Act (the "New Act").  The New Act will become Chapter 188 of the 2015 Laws. 

Below is a summary of some of the major changes in the New Act: 

1. Allowance of Oral Limited Liability Company Agreements.  The current Act 
requires a Washington limited liability company agreement that overrides default provisions of 
the Act to be in writing.  The New Act's revised definition of a limited liability company 
agreement would allow a Washington limited liability company agreement to be "oral, implied, 
in a record, or in any combination." 

The New Act would allow an oral limited liability company agreement, as well as 
a written agreement, to override any of the statutory defaults of the New Act other than the 
nonwaivable sections.  The only exception to the allowance of an oral limited liability company 
agreement is that a written limited liability company agreement would be required to limit the 
applicability of dissenters' rights to a merger. 

2. Limited Liability Company Agreement Limitations.  The New Act specifically 
outlines in one place the various default rules that cannot be varied by a limited liability 
company agreement, and eliminates the various references in the current Act to:  "unless 
otherwise provided in the limited liability company agreement."  

3. Elimination of Certificate of Formation Designation of Member-Managed or 
Manager-Managed.  Under the current Act, a limited liability company's certificate of formation 
must indicate whether the limited liability company is managed by its members or by managers.  
The current Act also requires that a limited liability company initial and annual reports to the 
Secretary of State identify the limited liability company members or, if the limited liability 
company is manager-managed, the company's managers.  

The New Act eliminates the requirement that the certificate of formation identify 
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whether the limited liability company is member-managed or manager-managed.  Under the 
New Act, the management of the limited liability company would be identified in the limited 
liability company agreement. 

4. No Statutory Apparent Authority.  The New Act removes the statement of a 
managing member's apparent authority for matters in the ordinary course.   

5. Allowance of Board as Manager.  The current Act defines a limited liability 
company manager as a "Person" designated as a manager by the limited liability company 
agreement.  The current definition of "Person" under the Act includes several types of entities, 
but does not include a group of persons similar to a corporation's board of directors.  

The New Act would allow the management of a limited liability company by a 
board of directors through revising the definition of a manager as "a person, or a board, 
committee or other group of persons" named or designated by the limited liability company 
agreement as a manager of the limited liability company.  Under the New Act, if a manager is a 
board or other group of persons, the fiduciary standards of conduct would apply to each person in 
the board or group.  Under the New Act, if the limited liability company's manager is a board or 
other group of persons, no member of the board would have authority, merely by virtue of being 
a board member, to act individually on behalf of the limited liability company.  

6. Establishment of Standards of Conduct.  The Act does not currently set out any 
standards for members' or managers' manager’s fiduciary obligations to the limited liability 
company.  The New Act includes a new section outlining a manager's or managing member's 
fiduciary duties of loyalty and care to the limited liability company.  This new section of the New 
Act also outlines provisions for a limited liability company agreement to modify, expand, restrict, 
or eliminate the fiduciary duties of a manager or managing members.  

7. Elimination of Professional Insurance Requirement for Professional Limited 
Liability Companies.  Under the current Act, a professional limited liability company whose 
members are required to be licensed to practice their profession must maintain professional 
liability insurance for itself and its members.  The New Act would eliminate the insurance 
requirement for professional limited liability companies.  

8. Voting by Members.  The current Act's default rule requiring member approval of 
actions by vote or consent of members contributing, or required to contribute, more than 50% of 
the agreed value (as stated in the records of the limited liability company) of contributions made 
or required to be made by all members.  The New Act's default rule would require a majority of 
the members, i.e., per capita voting on action by vote or consent of members.  

9. Outline of 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. The New Act has added a list in one section of all actions for which the default rules 
require unanimous member approval. 

10. Revisions to Member Access to Records and Information.  The New Act would 
provide rights for limited liability company members to access certain additional records not 
currently available under the Act, including accounting records.  Members' access to limited 
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liability company records would to similar to the shareholder access to records provided in the 
current Washington Business Corporation Act.   

11. Allocations of Profits and Losses. Under the current Act, profits and losses are 
allocated to the members in proportion to the agreed value of contributions by each member.  
The New Act provides a default rule for distributions, based on the agreed value of 
contributions, but provides no default rule for allocating profits and losses. 

12. Certificates of Existence.  The New Act includes provisions to authorize the 
Washington Secretary of State to issue certificates of existence for domestic limited liability 
company and certificates of authorization for foreign limited liability companies.  These new 
provisions set forth the criteria for issuance and indicate that such a certificate may be relied on 
as conclusive evidence that the domestic or foreign limited liability company is in existence or is 
authorized to transact business in Washington. 

13.  Mergers and Personal Liability.  A new approval requirement for mergers was 
added to the New Act.  If a member of a merging limited liability company 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.  This requirement would 
be in addition to the requirement for majority member approval of the merger. 

14. Effective Date.  The New Act specifies an effective date of January 1, 2016.  
Following the effective date, the New Act would apply to all limited liability companies formed 
in Washington on or after that date and to limited liability companies formed prior to that date 
but which elect to have the provisions of the New Act apply.  After a transition period of six 
months, the New Act would take effect regarding all Washington limited liability companies, 
regardless of whether an election is made.  

 
A copy of Senate Bill 5030 can be found at: http://lawfilesext.leg.wa.gov/biennium/2015-

16/Pdf/Bills/Session%20Laws/Senate/5030-S.SL.pdf . 


