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SUMMARY

The Washington Supreme Court held that the law-of-the-case doctrine barred the trial court from

reinstating attorney fee awards against Humphrey Industries under the Washington Limited Liability

Company Act. The court awarded Humphrey prejudgment interest on the reversed fee awards and

attorney fees for the appeal, but declined to impose liability on the individual LL.C members because

Humphrey had not established the necessary factual findings.
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reversed

Direct appeal to the Washington Supreme Court from the trial court's
orders on remand following the court's prior reversal of attorney-fee

awards.

The court reviewed the trial court's prejudgment-interest ruling for
abuse of discretion. Findings of fact are upheld when supported by
substantial evidence, and unchallenged findings become verities on
appeal. Application of the law-of-the-case doctrine was reviewed as a

legal issue.
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QUESTIONS PRESENTED

1. Whether the law-of-the-case doctrine barred the trial court on remand from reinstating attorney-fee
awards against Humphrey under RCW 25.15.480(2)(b).

2. Whether Humphrey was entitled to prejudgment interest on attorney-fee awards that it had paid and that
the Supreme Court had reversed.

3. Whether the individual members of Clay Street were personally liable for the LL.C's obligations or for

restitution.

4. Whether Humphrey was entitled to attorney fees for the present appeal and the remand proceedings.

HOLDINGS

1. The trial court violated the law-of-the-case doctrine by reinstating attorney fees against Humphrey. The
prior appellate holding that the record did not establish arbitrary, vexatious, or bad-faith conduct was

binding on remand.

2. Humphrey was entitled to prejudgment interest on the specific attorney-fee awards it had paid and that

the Supreme Court reversed.

3. The court declined to hold Clay Street's individual members liable for the LLC's obligations because
Humphrey had not supported the requested liability findings and the theories required factual inquiries

beyond the scope of appellate review.

4. Humphrey was entitled to attorney fees from Clay Street for the present appeal under RCW 25.15.480(2)

(a), but was not entitled to fees for the remand proceedings or from the individual members.

KEY QUOTATIONS

“Because we held that Humphrey’s conduct did not meet the standard to support a fee award under RCW

25.15.480(2)(b), that conclusion became the law of the case and the trial court erred by failing to apply that
holding on remand.” (at 670-71)

“This rule is ill suited to awards of prejudgment interest, which accrue from the time of a plaintiff’s loss
rather than from the date of judgment.” (at 673)

“Humphrey is entitled to attorney fees for this appeal. It has not established that the individual members are
liable for its fees.” (at 677)

FACTUAL BACKGROUND

Humphrey and the other members formed Clay Street Associates LL.C to acquire and manage real property. After
Scott Rogel sought to sell the property and dissolve the LLC, the other members used a merger with a newly
formed LLC to circumvent the agreement's unanimity requirement, and Humphrey exercised its statutory
dissenters' rights. Clay Street initially failed to pay Humphrey within the statutory 30-day period, later paying
$181,192.64, and the trial court subsequently determined that Humphrey was owed an additional $60,588.22.



The trial court also awarded fees against Humphrey based on allegedly arbitrary, vexatious, and bad-faith

conduct, but those awards were reversed in the prior appeal.

PROCEDURAL HISTORY

Humphrey exercised dissenters' rights after Clay Street merged with another LL.C and disputed the value paid for
its membership interest. The trial court awarded Humphrey additional value but denied Humphrey's fees and
awarded fees to Clay Street and the Rogels; the Court of Appeals affirmed. In the prior appeal, the Washington
Supreme Court held that Clay Street had not substantially complied with the LLC Act, reversed the fees awarded
against Humphrey, and remanded for reconsideration of fees in Humphrey's favor. On remand, the trial court
awarded Humphrey some fees but reinstated portions of the fees previously awarded against it and denied

prejudgment interest, prompting this direct appeal.
DISPOSITION

reversed

REMAND INSTRUCTIONS

The attorney-fee awards against Humphrey were reversed, and Humphrey was awarded prejudgment interest on
the original reversed fee award. The opinion did not remand the individual-member-liability issue for further
factual findings.
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