SHORT TITLE: Limited liability companies; providing for
dissociation; providing for certain use of facsimile; exempting
certain members from liability; providing for transfer of property;
conforming language; providing for assignment of membership;
providing for conclusion of company affairs; providing for certain
fee; codification; effective date.



STATE OF OKLAHOMA
1st Session of the 44th Legislature (1993)

SENATE BILL NO. 573 By: Douglass

AS INTRODUCED
An Act relating to limited liability companies;

amending 18 0.S. 1991, Section 955 and Sections 2,
5 6, 7, 9, 11, 14, 15, 1le¢, 17, 18, 19, 20, 21, 22,
25, 28, 32, 34, 36, 37, 38, 40, 41, 42 and 56,
Chapter 148, 0.S.L. 1992 (18 O0.S. Supp. 1992,
Sections 2001, 2004, 2005, 2006, 2008, 2010, 2013,
2014, 2015, 2016, 2017, 2018, 2019, 2020, 2021,
2024, 2027, 2031, 2033, 2035, 2036, 2037, 2039,
2040, 2041 and 2055), which relate to ownership of
land and limited liability companies; authorizing
ownership of land by limited liability companies
with certain limitations; modifying and adding
definitions; clarifying who may form limited
liability companies; deleting certain requirements
of articles of organization; authorizing use of
facsimile signatures for certain instruments;
requiring certain words or abbreviations in name of
certain company; requiring certain resident agent;
conforming language; deleting requirements for
contents of articles of organization; allowing
certain provisions in operating agreement;
exempting certain persons from liability under
certain circumstances; providing for certain
liability; providing procedure for transfer of
property; providing for retention of certain
documents; providing for dissociation; providing

for assignment of certain interest; providing for
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admission of members; providing for cessation of
membership; specifying certain time for consent for
continuance of certain company; providing for
conclusion of certain company affairs; providing
for payment of creditors; adding statutory
reference; providing fee for certain agent;
providing for codification; and providing an

effective date.

BE IT ENACTED BY THE PEOPLE OF THE STATE OF OKLAHOMA:

SECTION 1. AMENDATORY 18 0.S. 1991, Section 955, is
amended to read as follows:

Section 955. A. No person, corporation, association or any
other entity shall engage in farming or ranching, or own or lease
any interest in land to be used in the business of farming or

ranching, except the following:

1. Natural persons and the estates of such persons;
2. Trustees of trusts; provided that
a. each beneficiary shall be a person or entity

enumerated in paragraphs 1 through 4 5 of this
subsection, and

b. there shall not be more than ten beneficiaries unless
the beneficiaries in excess of ten are related as
lineal descendants or are or have been related by
marriage or adoption to lineal descendants, and

c. at least sixty-five percent (65%) of the trust's
annual gross receipts shall be derived from farming or

ranching, or from allowing others to extract minerals
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underlying lands held by the trust. If the trust
cannot comply with the annual gross receipt test, the
trust may furnish records of its gross receipts for
each of the previous five (5) years, or for each year
that it has been in existence if less than five (5)
years, and the average of such annual gross receipts
may be used for purposes of complying with this
section;
3. Corporations, as provided for in Sections 951 through 954 of
Title 18 of the Oklahoma Statutes, or as otherwise permitted by law;
4. Partnerships and limited partnerships; provided that
a. each partner shall be a person or entity enumerated in
paragraphs 1 through 4 5 of this subsection, and
b. there shall not be more than ten partners unless said
partners in excess of ten are related as lineal
descendants or are or have been related by marriage or
adoption to lineal descendants, and
c. at least sixty-five percent (65%) of the partnership's
annual gross receipts shall be derived from farming or
ranching, or from allowing others to extract minerals
underlying lands held by the partnership. If the
partnership cannot comply with the annual gross
receipt test, the partnership may furnish records of
its gross receipts for each of the previous five (5)
years, or for each year that it has been in existence
if less than five (5) years, and the average of such
annual gross receipts may be used for purposes of
complying with this section;

5. Limited liability companies; provided that

a. each member shall be a person or entity enumerated in

paragraphs 1 through 5 of this subsection, and
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b. there shall not be more than ten members unless said
members in excess of ten are related as lineal
descendants or are or have been related by marriage or
adoption to lineal descendants, and

C. at least sixty-five percent (65%) of the limited

liability company's annual gross receipts shall be

derived from farming or ranching, or from allowing

others to extract minerals underlying lands held by

the limited liability company. If the limited

liability company cannot comply with the annual gross

receipts test, the limited liability company may

furnish records of its gross receipts for each of the

previous five (5) years, or for each year that it has

been in existence if less than five (5) years, and the

average of such annual gross receipts may be used for

purposes of complying with this section.

B. Any farming or ranching corporation, trust, partnership,
limited partnership or other entity which violates any provisions of
this section shall be fined an amount not to exceed Five Hundred
Dollars ($500.00). Any other person or entity who knowingly
violates this section shall be deemed guilty of a misdemeanor.

C. The provisions of this act shall not apply to interests in
land acquired prior to June 1, 1978.

SECTION 2. AMENDATORY Section 2, Chapter 148, 0.S.L.

1992 (18 0.S. Supp. 1992, Section 2001), is amended to read as

follows:

Section 2001. As used in this act, unless the context otherwise
requires:

1. "Articles of organization" means documents filed under

Section 5 of this act for the purpose of forming a limited liability

company;
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2. "Bankrupt" means bankrupt under the United States Bankruptcy
Code, as amended, or insolvent under any state insolvency act;

3. "Business" means any trade, occupation, profession or other
activity regardless of whether engaged in for gain, profit or
livelihood;

4, "Capital contribution" means anything of value that a person
contributes to the limited liability company as a prerequisite for,
or in connection with, membership, including cash, property,
services rendered, or a promissory note or other binding obligation
to contribute cash or property or to perform services;

5. "Capital interest" means the fair market value as of the

date contributed of a member's capital contribution+—ether—£
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additional capital contributions or withdrawals;

6. "Corporation" means a corporation formed under the laws of
this state or a foreign corporation as defined in this section;

7. "Event of dissociation" means an event that causes a person

to cease to be a member, as provided in Section 2036 of this title;

8. "Court" includes every court and judge having jurisdiction
in the case;

8+ 9. '"Foreign corporation" means a corporation formed under
the laws of any state other than this state, or under the laws of
the District of Columbia or any foreign country;

9= 10. "Foreign limited liability company" means a—timited
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state an entity that is:

a. an unincorporated association,

b. organized under the laws of a state other than the

laws of this state or organized under the laws of any

foreign country,
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C. organized under the laws of a state other than the
laws of this state or organized under the laws of any
foreign country, and

d. not required to be registered or organized under any
statute of this state other than this act;

106+ 11. "Foreign limited partnership" means a limited

partnership formed under the laws of any state other than this
state, or under the laws of the District of Columbia or any foreign
country;

1= 12. "Limited liability company" or "domestic limited
liability company" means an entity that is an unincorporated
association having two or more members that is organized and
existing under the laws of this state;

+2- 13. "Limited partnership" means a limited partnership
formed under the laws of this state or a foreign limited partnership
as defined in this section;

+3= 14. "Manager" or "managers" means a person Or persons
designated by the members of a limited liability company to manage
the limited liability company as provided in the articles of
organization or an operating agreement;

+4- 15. '"Member" means a person with an ownership interest in a
limited liability company, with the rights and obligations specified
under this act;

15+ 16. "Membership interest" or "interest" means a member's
rights in the limited liability company, collectively, including the
member's share of the profits and losses of the limited liability
company, the right to receive distributions of the limited liability
company's assets, and any right to vote or participate in
management;

+6= 17. "Operating agreement" means any agreement of the
members as to the affairs of a limited liability company and the

conduct of its business;
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general partnership, a limited partnership, a limited liability

company, a trust, an estate, an association, e a corporation or any

other legal or commercial entity; and

18- 19. "State" means a state, territory or possession of the
United States, the District of Columbia, or the Commonwealth of
Puerto Rico.

SECTION 3. AMENDATORY Section 5, Chapter 148, 0.S.L.
1992 (18 O0.S. Supp. 1992, Section 2004), is amended to read as
follows:

Section 2004. A. Two or more persons may form a limited
liability company upon the filing of executed articles of

organization with the Office of the Secretary of State. The persons

need not be members of the limited liability company at the time of

formation.

B. 1. When the Office of the Secretary of State files the
articles of organization, the proposed organization becomes a
limited liability company under the name and subject to the
purposes, conditions, and provisions stated in the articles.

2. Filing of the articles by the Office of the Secretary of
State is conclusive evidence of the formation of the limited
liability company.

SECTION 4. AMENDATORY Section 6, Chapter 148, 0.S.L.
1992 (18 0.S. Supp. 1992, Section 2005), is amended to read as
follows:

Section 2005. A. The articles of organization shall set forth:

1. The name of the limited liability company;

2. The latest date on which the limited liability company is to

dissolve; and
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4— The street address of its principal place of business in

this state and the name and address of its resident agent in this

state+—and
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B. It is not necessary to set out in the articles of
organization any of the powers enumerated in this act.

SECTION 5. AMENDATORY Section 7, Chapter 148, 0.S.L.

1992 (18 O0.S. Supp. 1992, Section 2006), is amended to read as
follows:

Section 2006. A. Articles required by this act to be filed
with the Office of the Secretary of State shall be executed in the
following manner:

1. Articles of organization must be signed by at least one
person who need not be a member of the limited liability company;
and

2. Articles of amendment, correction or dissolution must be
signed by a manager.

B. Any person may sign any articles by an attorney in fact.
Powers of attorney relating to the signing of articles by an
attorney in fact need not be sworn to, verified or acknowledged, and
need not be filed with the Office of the Secretary of State.

C. The execution of any articles under this act constitutes an
affirmation under the penalties of perjury that the facts stated
therein are true.

D. Any signature on any instrument authorized to be filed with

the Secretary of State under this act may be a facsimile.

SECTION 6. AMENDATORY Section 9, Chapter 148, 0.S.L.
1992 (18 O0.S. Supp. 1992, Section 2008), is amended to read as

follows:
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Section 2008. The name of each limited liability company as set

forth in its articles of organization:

1.

Shall contain either the words "limited liability company"

or "limited company" or the abbrewiatien abbreviations "L.L.C." or

the—abbreviation "L.C." The word "limited" may be abbreviated as

"LTD . A

and the word "Company" may be abbreviated as "CO."; and

ne A
¥

7 T

a. May not be the same as or indistinguishable from:

(1) names upon the records in the Office of the
Secretary of State of then existing limited
liability companies whether organized pursuant to
the laws of this state or licensed or registered
as foreign limited liability companies, or

(2) names upon the records in the Office of the
Secretary of State of corporations organized
under the laws of this state or of foreign
corporations registered in accordance with the
laws of this state then existing or which existed
at any time during the preceding three (3) years,
or

(3) names upon the records in the Office of the
Secretary of State of limited partnerships formed
under the laws of this state or of foreign
limited partnerships registered in accordance
with the laws of this state, or

(4) trade names, fictitious names, or other names
reserved with the Secretary of State.

b. The provisions of subparagraph a of this paragraph
shall not apply if one of the following is filed with

the Secretary of State:
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(1) the written consent of the other limited
liability company, corporation, limited
partnership, or holder of the trade name,
fictitious name or other reserved name to use the
same or indistinguishable name with the addition
of one or more words, numerals, numbers or
letters to make that name distinguishable upon
the records of the Secretary of State, except
that the addition of words, numerals, numbers or
letters to make the name distinguishable shall
not be required where such written consent states
that the consenting entity is about to change its
name, cease to do business, withdraw from the
state or be wound up, or

(2) a certified copy of a final decree of a court of
competent jurisdiction establishing the prior
right of such limited liability company or holder
of a limited liability company name to the use of
such name in this state.

SECTION 7. AMENDATORY Section 11, Chapter 148, 0.S.L.
1992 (18 O0.S. Supp. 1992, Section 2010), is amended to read as
follows:

Section 2010. A. Each limited liability company shall
continuously maintain in this state:

1. A principal office; and

2. AtJeast—ene A resident agent for service of process on the

limited liability company that is whe—shalt—Pe an individual

resident of this state, or a domestic or qualified foreign

corporation, a—demestie limited liability company, or limited
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B. 1. A limited liability company may designate or change its
resident agent or principal office by filing with the Office of the

Secretary of State a statement authorizing the designation or change

and signed by any manager which autherizes—the desigration—-o¥r

ehange.

2. A limited liability company may change the address of its
resident agent by filing with the Office of the Secretary of State a
statement of the change signed by any manager.

3. A designation or change of a principal office or resident
agent or address of the resident agent for a limited liability
company under this subsection is effective when the Office of the
Secretary of State files the statement.

C. 1. A resident agent who changes his address in the state
may notify the Office of the Secretary of State of the change by
filing with the Office of the Secretary of State a statement of the
change signed by him or on his behalf.

2. The statement shall include:

a. the name of the limited liability company for which
the change is effective,

b. the new address of the resident agent, and

c. the date on which the change is effective, if to be
effective after the filing date.

3. If the new address of the resident agent is the same as the
new address of the principal office of the limited liability
company, the statement may include a change of address of the
principal office if:

a. the resident agent notifies the limited liability
company of the change in writing, and
b. the statement recites that the resident agent has done

SO.
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4. Unless otherwise provided in the statement, the change of
address of the resident agent or principal office is effective when
the Office of the Secretary of State files the statement.

D. 1. A resident agent may resign by filing with the Office of
the Secretary of State a counterpart or photocopy of the signed
resignation.

2. Unless a later time is specified in the resignation, it is
effective thirty (30) days after it is filed.

SECTION 8. AMENDATORY Section 14, Chapter 148, 0.S.L.
1992 (18 0.S. Supp. 1992, Section 2013), is amended to read as
follows:

Section 2013. A. Except as otherwise provided in the artietes

£

o
T

rgapizationy,s operating agreement+ or this act, a limited

liability company shall be managed by or under the authority of one
Oor more managers who may but need not be members.

B. The artieles of organizatieon—eo¥r oOperating agreement may

prescribe qualifications for managers.

C. The number of managers shall be specified in or fixed in

accordance with the artieles eof organizatieneor operating agreement.
SECTION 9. AMENDATORY Section 15, Chapter 148, 0.S.L.

1992 (18 O0.S. Supp. 1992, Section 2014), is amended to read as

follows:

Section 2014. Unless otherwise provided in the artietes—of
rgaprizatieon—e¥ operating agreement:

1. The election of managers shall be by majority vote of the

members; and

2. Any or all managers may be removed, with or without cause,
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members—oer by the written consent of a—majerity—eof the members.

SECTION 10. AMENDATORY Section 16, Chapter 148, 0.S.L.
1992 (18 0.S. Supp. 1992, Section 2015), is amended to read as

follows:
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Section 2015.

The axrtiecles—of

artzatiten operating agreement

X OF
E=Rs =1

may provide that the business of the limited liability company shall
be managed without designated managers. So long as such provision
continues in effect:

1. The members shall be deemed to be managers for purposes of
applying provisions of this act, unless the context clearly requires
otherwise; =rd

2. The members shall have and be subject to all duties and
liabilities of managers;

and

3. A member signing on behalf of the limited liability company

shall sign as a manager.

SECTION 11. AMENDATORY Section 17, Chapter 148, 0.S.L.
1992 (18 O0.S. Supp. 1992, Section 2016), is amended to read as
follows:

Section 2016. Subject to the provisions of Section 48 2017 of

this aet title:
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Hability company A member or manager shall not be liable,

responsible or accountable in damages or otherwise to the limited

liability company or to the members of the limited liability company

for any action taken or failure to act on behalf of the limited

liability company unless such act or omission constitutes gross

negligence or willful misconduct;

2. 1In discharging his duties, a manager may rely on

information, opinions, reports or statements, including financial

statements and other financial data, 1f prepared or presented by:
a. one or more employees of the limited liability company

whom the manager reasonably believes to be reliable

and competent in the matters presented,
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b. legal counsel, public accountants, or other persons as
to matters the manager reasonably believes are within
the person's professional or expert competence, or

c. a committee of managers of which he is not a member if
the manager reasonably believes the committee merits

confidence;

3. A mapage¥r manager's reliance is unwarranted is—met—aeting—in

geood—Ffaith if he has knowledge concerning the matter in question
that makes reliance otherwise permitted by paragraph 2 of this
section unwarranted;

4. A manager is not liable for any action taken as a manager,
or any failure to take any action, if he performed the duties of his
office in compliance with this section; and

5. Except as otherwise provided in the articles of organization
or operating agreement, every manager must account to the limited
liability company and hold as trustee for it any profit or benefit
derived by the manager without the informed consent of the members
from any transaction connected with the conduct or winding up of the
limited liability company or from any personal use by him of its
property.

SECTION 12. AMENDATORY Section 18, Chapter 148, 0.S.L.
1992 (18 0.S. Supp. 1992, Section 2017), is amended to read as
follows:

Section 2017. A. Subject to subsection B of this section, the
£

oFrgantFatieon—o¥r operating agreement may:

1T olaa
TeTrec o

1. Eliminate or limit the personal liability of a member or
manager for monetary damages for breach of any duty provided for in
Section £+ 2016 of this aet title; and

2. Provide for indemnification of a member or ke manager for

judgments, settlements, penalties, fines or expenses incurred in any

proceeding because he is or was a member or manager.
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B. No provision permitted under subsection A of this section
shall limit or eliminate the liability of a manager for:

1. Any breach of the manager's duty of loyalty to the limited
liability company or its members; e

2. Acts or omissions not in good faith or which involve
intentional misconduct or a knowing violation of law; or

3. Any transaction from which the manager derived an improper
personal benefit.

SECTION 13. AMENDATORY Section 19, Chapter 148, 0.S.L.
1992 (18 O0.S. Supp. 1992, Section 2018), is amended to read as

follows:

Section 2018. Except as otherwise provided in the artietes—of

ion—o¥ operating agreement, if the limited liability

company has more than one manager, all decisions of the managers
shall be made by majority vote of the managers.

SECTION 14. AMENDATORY Section 20, Chapter 148, 0.S.L.
1992 (18 0.S. Supp. 1992, Section 2019), is amended to read as
follows:

Section 2019. A. Every manager 1s an agent of the limited
liability company for the purpose of its business, and the act of
every manager, including the execution in the limited liability
company name of any instrument for apparently carrying on +n—the
wsvat—way the business of the limited liability company of which he
is a manager, binds the limited liability company, unless sweh—aet
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his—aet—orvntess the manager so acting etherwise

lacks the authority to act for the limited liability company in the

particular matter, and the person with whom he is dealing has

knowledge of the fact that he has no such authority. The

unauthorized acts of the manager shall bind the limited liability

company as to persons acting in good faith who have no knowledge of

the fact that the manager had no such authority.
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B. Subject to the provisions of subsection A of this section

and Section 15 of this act, instruments and documents providing for

the acquisition, mortgage, or disposition of real or personal
property of the limited liability company shall be wvalid and binding
upon the limited liability company if executed by one or more of its

managers.

SECTION 15. NEW LAW A new section of law to be codified

in the Oklahoma Statutes as Section 2019.1 of Title 18, unless there
is created a duplication in numbering, reads as follows:

A. Title to property of the limited liability company that is
held in the name of the limited liability company may be transferred
by an instrument of transfer executed by any manager in the name of
the limited liability company.

B. Title to property of the limited liability company that is
held in the name of one or more members or managers with an
indication in the instrument transferring title to the property to
them of their capacity as members or managers of a limited liability
company or of the existence of a limited liability company, even if
the name of the limited liability company is not indicated, may be
transferred by an instrument of transfer executed by the persons in
whose name title is held.

C. Property transferred under subsections A or B of this
section may be recovered by the limited liability company if it
proves that the act of the person executing the instrument of
transfer did not bind the limited liability company under Section
2019 of Title 18 of the Oklahoma Statutes,

unless the property has

been transferred by the initial transferee or a person claiming
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through the initial transferee to a subsequent transferee who gives
value without having notice that the person who executed the
instrument of initial transfer lacked authority to bind the limited
liability company.

D. Title to property of the limited liability company that is
held in the name of one or more persons other than the limited
liability company without an indication in the instrument
transferring title to the property to them of their capacity as
members or managers of a limited liability company or of the
existence of a limited liability company, may be transferred free of
any claims of the limited liability company or the members by the
person in whose name title is held to a transferee who gives value
without having notice that it is property of a limited liability
company.

SECTION 16. AMENDATORY Section 21, Chapter 148, 0.S.L.
1992 (18 O0.S. Supp. 1992, Section 2020), is amended to read as

follows:

Section 2020. A. Unless otherwise provided in the artieles—eof

ien—o¥r operating agreement, the members of a limited

liability company shall vote in proportion to their respective
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withdrawats Unless the context otherwise requires, references in

this act to a vote or the consent of the members shall mean a vote

or consent of the members holding a majority of the capital

interests. The vote or consent may be evidenced in the minutes of a

meeting of the members or by a written consent in lieu of a meeting.

B. Yrtess Except as required in this act, and unless otherwise

provided in the artieles—eof eorganizatieon—eo¥ operating agreement, a

majority vote of the members shall be required to approve the

following matters:
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1. The dissolution and winding up of the limited liability
company;

2. The sale, exchange, lease, mortgage, pledge or other
transfer of all or substantially all of the assets of the limited
liability company;

3. Merger of the limited liability company with another

domestic limited liability company or other business entity; and

4. An amendment to the articles of organization or operating
agreement.
C. The artieles—-eof organizatieon—-o¥ operating agreement may

alter the above voting rights and provide for any other voting

rights of members.

SECTION 17. AMENDATORY Section 22, Chapter 148, 0O.S.L.
1992 (18 0.S. Supp. 1992, Section 2021), is amended to read as
follows:

Section 2021. A. Eaeh Unless otherwise provided in a written

operating agreement, A limited liability company shall keep at its

principal effiee place of business the following:

1. A current and a past list of the full name and last-known

busipess mailing address of each member and manager;
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3+~ A copy of the articles of organization, together with any
amendments thereto;
4= 3. Copies of the limited liability company's federal, state

and local income tax returns and financial statements xepexrts, if

any, for the three most recent years or, if such returns and

statements were not prepared for any reason, copies of the

information and statements provided to, or which should have been

provided to, the members to enable them to prepare their federal

state and local tax returns for such period;
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5—Aeepy 4. Copies of any effective written operating
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¥ 5. Unless provided in

writing in an operating agreement, a writing setting out:

B.

interest,

1.

a.

4

|°

A member,

At the member's own expense,

the amount of cash and a statement of the agreed wvalue

of other property or services contributed by each

mempber and the times at which or events upon

the

happening of which any additional contributions agreed

to be made by each member are to be made, and

the events upon the happening of which the limited

liability company is to be dissolved and its affairs

wound up, and

any other information prepared pursuant to a

requirement in an operating agreement.

may:

inspect and copy any limited

liability company record upon reasonable request during ordinary

business hours;

2.

Reg. No.

Obtain from time to time upon reasonable demand:

a.

0308

for any purpose reasonably related to the member's

true and complete information regarding the state of

the business and financial condition of the limited

liability company,

promptly after becoming available, a copy of

the

limited liability company's state and local income tax

returns for each year, and

other information regarding the affairs of the limited

liability company as is just and reasonable;

and
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3. Have a formal accounting of the limited liability company's
affairs whenever circumstances render it just and reasonable.

C. A manager, for any purpose reasonably related to his
position, may inspect and copy any limited liability company records
upon reasonable request during ordinary business hours.

D. Failure of the limited liability company to keep or maintain

any of the records or information required pursuant to this section

shall not be grounds for imposing liability on any person for the

debts and obligations of the limited liability company.

SECTION 18. AMENDATORY Section 25, Chapter 148, 0O.S.L.
1992 (18 O0.S. Supp. 1992, Section 2024), is amended to read as
follows:

Section 2024. A. 1. Except as otherwise provided in the

rta o~
(S apS =

- £ A
¥ f—o¥F

+eor—e¥r—the operating agreement, a member is

obligated to the limited liability company to perform any written

mdeoe ot £ ioleaa 3 Bejat fa e
omrSes—sekb—+ Fedes Ton,—oPperating

B mant B +
T 1= 1=

agreement promise to contribute cash or property
or to perform services, even if he is unable to perform because of
death, disability or other reason.

2. If a member does not make the regquired contribution of
property or services, he is obligated, at the option of the limited
liability company, to contribute cash equal to that portion of
value, as stated in the operating agreement, of the stated
contribution that has not been made.

B. 1. The obligation of a member to make a contribution or
return money or other property paid or distributed in violation of
this act may be compromised only upon compliance with the operating
agreement, or, 1if the operating agreement does not so provide, with
the unanimous consent of the members.

2. A compromise shall not impair the right of any creditor to
enforce the obligation or to require the obligation to be enforced

if:
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a. such creditor relied upon the obligation and the
absence in the operating agreement of the limited
liability company's authority to compromise the
obligation, or

b. a duty to the creditor was breached in the making of
the compromise.

C. An operating agreement may provide that the capital interest
of a member who fails to make any contribution or other payment that
the member is required to make shall be subject to specified
remedies for, or specified consequences of, the failure. The remedy
or consequence may take the form of reducing the defaulting member's
capital interest in the limited liability company, subordinating the
defaulting member's capital interest in the limited liability
company to that of the nondefaulting members, a forced sale of the
capital interest in the limited liability company, forfeiture of the
capital interest in the limited liability company, the lending by
the nondefaulting members of the amount necessary to meet the
commitment, a fixing of the value of the member's capital interest
in the limited liability company by appraisal or by formula and
redemption and sale of the member's capital interest in the limited
liability company at that value, or other remedy or consequences.

SECTION 19. AMENDATORY Section 28, Chapter 148, 0.S.L.
1992 (18 0.S. Supp. 1992, Section 2027), is amended to read as
follows:
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Section 2027. HEsxeep
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£ ting—agreement Upon the occurrence of an event of

noxr o
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dissociation under Section 2036 of this title which does not cause

dissolution, a dissociating member whe—withdraws 1s entitled to

receives any distribution to which the member is entitled under the

operating agreement or, if not provided in the operating agreement,

within a reasonable time after +£he—memberls—withdrawadt after

dissociation, the fair value of the member's interest in the limited
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liability company as of the date of +the—memb

dissociation based on the member's right to share in distributions

from the limited liability company.

SECTION 20. AMENDATORY Section 32, Chapter 148, 0.S.L.
1992 (18 O0.S. Supp. 1992, Section 2031), is amended to read as
follows:

Section 2031. If a member has received a distribution in

violation of the operating agreement or Section 3+ 2030 of this aek
title, the member shall be liable to the limited liability company
for the amount of the distribution wrongfully made. An action for

the recovery of any wrongful distribution to a member must be

brought within three (3) years from the date of the distribution.

SECTION 21. AMENDATORY Section 34, Chapter 148, 0.S.L.
1992 (18 0.S. Supp. 1992, Section 2033), is amended to read as
follows:

Section 2033. A. Unless otherwise provided in the articles of
organization or an operating agreement:

1. A membership interest is assignable in whole or in part;
2. An assignment of a membership interest does not of itself
dissolve & the limited liability company or entitle the assignee to

participate in the management and affairs of the limited liability

company or become or to exercise any rights or powers of a member;

3. An assignment entitles the assignee to receive such
distribution or distributions to which the assignor was entitled to

the extent assigned; and
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Until the assignee of a limited liability company interest

becomes a member, the assignor continues to be a member and to have

the power to exercise any rights of a member, subject to the

members' right to remove the assignor pursuant to section 2036 of

this title, the removal of an assignor shall not itself cause the

assignee to become a member;

5. Until an assignee of a membership interest becomes a member,

the assignee has no liability as a member solely as a result of the

assignment; and

6. The assignor of a membership interest is not released from

his liability as a member solely as a result of the assignment.

B. Thearticlesoforganization—or—an An operating agreement
may provide that a member's interest in a limited liability company
may be evidenced by a certificate of membership interest issued by
the limited liability company and also may provide for the
assignment or transfer of any membership interest represented by
such a certificate and make other provisions with respect to such

certificates.
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resutt—of the assigament A member ceases to be a member and to have

the power to exercise any rights or powers of a member upon

assignment of all of his membership interest. Unless otherwise

provided in the pledge of, or granting of a security interest, lien

or other encumbrance in or against any or all of the membership

interest of a member is not an assignment and shall not cause the

member to cease to be a member or to have the power to exercise any

rights or powers of a member.
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SECTION 22. AMENDATORY Section 36, Chapter 148, 0.S.L.
1992 (18 0.S. Supp. 1992, Section 2035), is amended to read as
follows:

Section 2035. A. An assignee of & an membership interest in a

limited liability company may become a member if and to the extent

that:
.
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The member's consent; or

3. The assignment is caused by operation of law, is ordered by

a court of competent jurisdiction, or is made pursuant to a court
approved settlement, including a settlement in connection with a
dissolution of marriage or a bankruptcy proceeding.

to the extent

B. An assignee who has—beeceome becomes a member,

assigned, has the rights and powers, and is subject to the
restrictions and liabilities, of a member under the articles of

organization, any operating agreement and this act. However, unless

otherwise provided in the articles of organization, an operating
agreement or other written agreement, an assignee who becomes a
member also is liable for £he any obligations of his assignor to

make contributions as provided in Section 25 2024 of this aet title,

but shall not be liable for the obligations of his assignor under

Section 32 2031 of this a&et title. However, the assignee is not
obligated for liabilities+—3retuding—+th bligations—ofhisassigror
to—moke——econtributions—unkrown—to—the assignree—at—thetimehe beecam
a—member of which the assignee had no knowledge at the time he
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became a member and which could not be ascertained from a written

operating agreement.

C. Regardless of whether an assignee of a—membership an
interest becomes a member, the assignor is not released from his
liability to the limited liability company under Sections 25 2024
and 32 2031 of this ae¥ title.

D. Except as otherwise provided in writing in the operating

agreement, a member who assigns his entire interest in the limited

liability company ceases to be a member or to have the power to

exercise any rights of a member when any assignee of his interest

becomes a member with respect to the assigned interest.

E. Subject to subsection F of this section, a person acquiring

a2 limited liability company interest directly from the limited

liability company may become a member in a limited liability company

upon compliance with the operating agreement or, if the operating

agreement does not so provide in writing, upon the written consent

of the members.

F. The effective time of admission of a member to a limited

liability company shall be the later of:

1. The date the limited liability company is formed; or

2. The time provided in the operating agreement, or if no such

time is provided therein, then when the person's admission is

reflected in the records of the limited liability company.

SECTION 23. AMENDATORY Section 37, Chapter 148, 0.S.L.
1992 (18 0.S. Supp. 1992, Section 2036), is amended to read as

follows:

Section 2036. A. A person ceases to be a member of a limited

liability company upon the occurrence of one or more of the

following events:

1. The member withdraws by voluntary act from the limited

liability company as provided in subsection C of this section;
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2.

The member ceases to be a member of the limited liability

company as provided in Section 2034 of this title;

3.

The member is removed as a member either

4.

s

>

in accordance with the operating agreement, or

except as provided in writing in the operating

agreement, when the member assigns all of his interest

in the limited liability company, by an affirmative

vote of a majority in number of the members who have

not assigned their interests;

Subject to contrary written provision in the operating

agreement, or

written consent of all other members:

Reg. No.

2. when the member:

(1) makes an assignment for the benefit of creditors,

(2) files a voluntary petition in bankruptcy,

(3) 1is adjudicated as bankrupt or insolvent,

(4) files a petition or answer seeking for himself or
herself any reorganization, arrangement,
composition, readjustment, liguidation,
dissolution, or similar relief under any statute,
law or regqulation,

(5) files an answer or other pleading admitting or
failing to contest the material allegations of a
petition filed against him in any proceeding of
this nature, or

(6) seeks, consents to, or acquiesces in the
appointment of a trustee, receiver, or liguidator
of the member or of all or any substantial part
of his properties,

b. after 120 days from the commencement of any proceeding
against the member seeking reorganization,
arrangement, composition, readjustment, liguidation,
dissolution, or similar relief under any statute, law,
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or regulation, the proceeding has not been dismissed,

or if within ninety days after the appointment without

his consent or acquiescence of a trustee, receiver,

or

liquidator of the member or of all or any substantial

part of his properties, the appointment is not vacated

or stayed or within ninety days after the expiration

of any stay, the appointment is not vacated,

when, in the case of a member who is an individual:

(1) his death, or

(2) the entry of an order by a court of competent

jurisdiction adjudicating him incompetent to

manage his person or his estate,

when, in the case of a member who is a trust or is

acting as a member by virtue of being a trustee of

a

trust, the termination of the trust, but nor merely

the substitution of a new trustee,

when, in the case of a member that is a separate

limited liability company, the dissolution and

commencement of winding up of the separate limited

liability company,

when, in the case of a member that is a corporation,

the filing of a certificate of its dissolution or the

equivalent for the corporation or the revocation of

its charter and the lapse of ninety days after notice

to the corporation of revocation without a

reinstatement of its charter, or

when, in the case of an estate, the distribution by

the fiduciary of the estate's entire interest in the

limited liability company.

The members may provide in writing in the operating

agreement for other events the occurrence of which result in a

person ceasing to be a member of the limited liability company.

Reg. No.
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C. Unless the operating agreement specifically denies in

writing the power to withdraw voluntarily, a member may withdraw at

any time by giving ninety days' written notice to the other members

or the notice required by the operating agreement. Unless the

operating agreement specifically provides in writing a right to

withdraw voluntarily, or if the withdrawal occurs as a result of

otherwise wrongful conduct of the member, a member's voluntary

withdrawal shall constitute a breach of the operating agreement and

the limited liability company may recover from the withdrawing

member damages, including the reasonable cost of replacing the

services that the withdrawn member was obligated to perform. The

limited liability company may offset its damages against the amount

otherwise distributable to the member, in addition to pursuing any

remedies provided for in the operating agreement or otherwise

available under applicable law. The limited liability company shall

not, however, be entitled to any equitable remedy that would prevent

a member from exercising his power to withdraw unless such power was

denied in the operating agreement.

D. If a member who is an individual dies or a court of
competent jurisdiction adjudges him to be incompetent to manage his

person or his property, the member's executor, administrator,

guardian, conservator, or other legal representative may reis

11 £+l el e T4
L& s = CIT T TTTT 1= CC 1T

0
o
1
’__l.
]
]

&

-
T 133 T

[ON
m
ar
m
5

nt
T

fal + 17 LA Rk P W Pl el e Ptk as
o CTT e - [CATAwA el wyw e w g m

o 1 pa | =
oo go=T Tt

all of the rights of an assignee of the member's interest.

SECTION 24. AMENDATORY Section 38, Chapter 148, 0.S.L.
1992 (18 0.S. Supp. 1992, Section 2037), is amended to read as

follows:
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A limited liability company is dissolved and

A.

Section 2037.

its affairs shall be wound up upon the earlier of

The time or the occurrence of events specified in writing in

1.

4

the articles of organization or operating agreement
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Habitityeompany An event of dissociation of a member,

limited liability company is continued either by the unanimous

consent of the remaining members within ninety days following the

occurrence of any such event or as otherwise provided in writing in
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Entry of a decree of judicial dissolution under Section

4.

=

39 2038 of this aet title.

Chapter 148, 0.S.L.

AMENDATORY Section 40,

SECTION 25.

is amended to read as

Section 2039),

1992,

Supp .

(18 O.s.

1992

follows

Except as otherwise provided in the artieles

A.

Section 2039.
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The business or affairs of the limited liability company may

1.

be wound up in one of the following ways

or

by the managers,
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if one or more of the members or managers have engaged

in conduct that casts reasonable doubt on their

ability to wind up the business or affairs of the

limited liability company, or upon other cause shown,

by the district court on application of any member,

his legal representative, or assignee; and

2. The persons winding up the business or affairs of the

limited liability company may, in the name of, and for and on behalf

of, the limited liability company:

a. prosecute and defend suits,

settle and close the business of the limited

|7

liability company,

C. dispose of and transfer the property of the
limited liability company,
d. discharge the liabilities of the limited
liability company, and
e. distribute to the members any remaining assets of
the limited liability company.
B. Except as provided in subsections D and E of this section,

after an event causing dissolution of the limited liability company

any manager can bind the limited liability company:

1. By any act appropriate for winding up the limited liability

company's affairs or completing transactions unfinished at

dissolution; and

2. By any transaction that would have bound the limited

liability company if it had not been dissolved, if the other party

to the transaction does not have notice of the dissolution.

C. the filing of the articles of dissolution shall be presumed

to constitute notice of dissolution for purposes of paragraph 2 of

subsection B of this section.

D. An act of a manager or member that is not binding on the

limited liability company pursuant to subsection B of this section
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is binding if it is otherwise authorized by the limited liability

company.

E. An act of a manager or member that would be binding under

subsection B or would be otherwise authorized but that is in

contravention of a restriction on authority shall not bind the

limited liability company to persons having knowledge of the

restriction.

SECTION 26. AMENDATORY Section 41, Chapter 148, 0.S.L.
1992 (18 O0.S. Supp. 1992, Section 2040), is amended to read as
follows:

Section 2040. Upon the winding up of a limited liability
company, the assets shall be distributed as follows:

1. %o Payment, or adequate provision for payment, shall be made

to creditors, including to the extent permitted by law, members who

are creditors, +fe—kth wtert—permittedby—Tdawr 1in satisfaction of
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2. Except as etherwise provided in writing in the axE

organizationr—eor—written operating agreement, to members or former

members in satisfaction of liabilities for distributions under

Sections 24 2026 and 28 2027 of this aet title; and

3. Except as etherwise provided in writing in the artietes—of

ergarizatien—eo¥ operating agreement, to members and former members
first for the return of their contributions and secondly respecting
their membership interests, in proportions in which the members
share in distributions.

SECTION 27. AMENDATORY Section 42, Chapter 148, 0O.S.L.
1992 (18 O0.S. Supp. 1992, Section 2041), is amended to read as
follows:

Section 2041. Bpern After the dissolution and—thecommencement

eof—winding—up of the limited liability company, pursuant to Section

2037 of this title, the limited liability company shall file
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articles of dissolution shatl—Pbe—Ffiled in the Office of the

Secretary of State upon payment of the filing fee required by

Section 56 2055 of this aet title, the articles of dissolution and

shall set forth:

1. The name of the limited liability company;

2. The date of filing of its articles of organization;
3. The reason for filing the articles of dissolution;
4. The effective date—whieh shall be o date—eertainr of the

articles of dissolution if they are not to be effective upon the
filing; and

5. Any other information the members or managers filing the
certificate determine.

SECTION 28. AMENDATORY Section 56, Chapter 148, 0.S.L.
1992 (18 0.S. Supp. 1992, Section 2055), is amended to read as
follows:

Section 2055. The Secretary of State shall charge and collect

for—the benefitof the Ceneral Revenve Fundof the State TFreasury
the following fees:

1. For filing the original articles of organization, a fee of
One Hundred Dollars ($100.00);

2. For filing amended, corrected or restated articles of
organization, a fee of Fifty Dollars ($50.00);

3. For filing articles of merger or consolidation and issuing a

certificate of merger or consolidation, a fee of One Hundred Dollars
($100.00) ;

4. For filing articles of dissolution and issuing a certificate
of cancellation, a fee of Fifty Dollars ($50.00);

5. For filing a certificate of correction of statements in an
application for registration of a foreign limited liability company,
a fee of One Hundred Dollars ($100.00);

6. For issuing a certificate for any purpose whatsoever, a fee

of Ten Dollars ($10.00);
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7. For filing an application for reservation of a name, or for
filing a notice of the transfer or cancellation of any name
reservation, a fee of Five Dollars ($5.00);

8. For filing a statement of change of address of the principal
office or resident agent, or both, or the resignation of a resident
agent, a fee of Twenty-five Dollars ($25.00);

9. For filing an application for registration as a foreign
limited liability company, a fee of Three Hundred Dollars ($300.00);
10. For filing an application of withdrawal as provided in
Section 48 2047 of this aet title, a fee of One Hundred Dollars

($100.00); =rd

11. For any service of notice, demand, or process upon the
Secretary of State as resident agent of a limited liability company,
a fee of Ten Dollars ($10.00), which amount may be recovered as
taxable costs by the party to be sued, action, or proceeding causing
such service to be made 1f such party prevails therein; and

12. For acting as the registered agent, a fee of forty dollars

($40.00) shall be paid on the first day of July each year to the

office of the Secretary of State.

All fees shall be properly accounted for and shall be paid into

the State Treasury monthly. All fees received by the Oklahoma

Secretary of State pursuant to the provisions of this section shall

be paid to the credit of the revolving fund for the office of the

Secretary of State created pursuant to Section 276.1 of Title 62 of

the Oklahoma Statutes.

SECTION 29. This act shall become effective September 1, 1993.

44-1-0308 KS
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