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SUBSTI TUTE HOUSE BI LL 2386

Passed Legislature - 1998 Regul ar Session
St ate of WAshi ngt on 55th Legislature 1998 Regul ar Sessi on

By House Commttee on Law & Justice (originally sponsored by
Represent ati ves Sheahan, Appelw ck, Constantine, Kenney and Cost a)

Read first tine 01/23/98. Referred to Commttee on

AN ACT Relating to the revised uniform partnership act; anmendi ng
RCW 23B. 11. 080, 23B. 11. 090, 23B. 11. 100, 23B. 11. 110, 25. 10. 800,
25.10. 810, 25.10.820, 25.10.830, 25.10.840, 25.15.395, 25.15.400,
25.15. 405, 25.15.410, and 25.15.415; reenacting and anending RCW
43.07.120; adding a new chapter to Title 25 RCW repealing RCW
25.04. 010, 25.04.020, 25.04.030, 25.04.040, 25.04.050, 25.04.060,
25.04.070, 25.04.080, 25.04.090, 25.04.100, 25.04.110, 25.04.120,
25.04.130, 25.04.140, 25.04.150, 25.04.160, 25.04.170, 25.04.180,
25.04.190, 25.04.200, 25.04.210, 25.04.220, 25.04.230, 25.04.240,
25. 04. 250, 25.04.260, 25.04.270, 25.04.280, 25.04.290, 25.04.300,
25.04. 310, 25.04.320, 25.04.330, 25.04.340, 25.04.350, 25.04.360,
25.04. 370, 25.04.380, 25.04.390, 25.04.400, 25.04.410, 25.04.420,
25.04.430, 25.04.700, 25.04.705, 25.04.710, 25.04.715, 25.04.720,
25.04.725, 25.04.730, 25.04.735, 25.04.740, 25.04.745, and 25.04. 750;
and providing an effective date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:
ARTI CLE 1

GENERAL PROVI SI ONS

p. 1 SHB 2386. SL



©O© 00 N O Ol WDN P

W W W W W W W WwWwWwWMNDNDNDDNMDNDNMNDNDNMNDNMDNNMNMNMNMMNNNREPEPRPRPPRPPRPPRPPERPPERPRPERPPR
© 00 N O Ol WNPEFEP O O W NO UG P WDNPEP O OOWWNO O M owWwDNPEF, O

NEW SECTI ON. Sec. 101. DEFI NI TI1 ONS. The definitions in this
section apply throughout this chapter unless the context clearly
requires otherw se:

(1) "Business" includes every trade, occupation, and profession.

(2) "Debtor in bankruptcy" neans a person who is the subject of:

(a) An order for relief under Title 11 of the United States Code or
a conpar abl e order under a successor statute of general application; or

(b) A conparable order under federal, state, or foreign |aw
governi ng insol vency.

(3) "Distribution" neans a transfer of noney or other property from
a partnership to a partner in the partner’s capacity as a partner or to
the partner’s transferee.

(4) "Foreign limted liability partnership" nmeans a partnership
t hat :

(a) I's fornmed under laws other than the laws of this state; and

(b) Has the status of alimted liability partnership under those
| aws.

(5) "Limted liability partnership" neans a partnership that has
filed a statenment of qualification under section 1101 of this act and
does not have a simlar statenent in effect in any other jurisdiction.

(6) "Partnership" nmeans an association of two or nore persons to
carry on as co-owners a business for profit fornmed under section 202 of
this act, predecessor |law, or conparable | aw of another jurisdiction.

(7) "Partnership agreenent” neans the agreenent, whether witten,
oral, or inplied, anobng the partners concerning the partnershinp,
i ncl udi ng anendnents to the partnership agreenent.

(8) "Partnership at will" nmeans a partnership in which the partners
have not agreed to remain partners until the expiration of a definite
termor the conpletion of a particul ar undert aki ng.

(9) "Partnership interest"” or "partner’s interest in the
partnership” neans all of a partner’s interests in the partnershinp,
including the partner’s transferable interest and all managenent and
ot her rights.

(10) "Person" means an individual, corporation, business trust,
estate, trust, partnership, limted liability conpany, association
joint venture, governnment, governnental subdivision, agency, or
instrunmentality, or any other legal or comercial entity.

(11) "Property" neans all property, real, personal, or mxed,
tangi bl e or intangible, or any interest therein.

SHB 2386. SL p. 2
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(12) "State" nmeans a state of the United States, the District of
Col unmbi a, the Commonweal th of Puerto Rico, or any territory or insular
possessi on subject to the jurisdiction of the United States.

(13) "Statenent" neans a statenent of partnership authority under
section 303 of this act, a statement of denial under section 304 of
this act, a statenment of dissociation under section 704 of this act, a
statenent of dissolution under section 805 of this act, or an anmendnent
or cancellation of any statenent under these sections.

(14) "Transfer" includes an assignnment, conveyance, | ease,
nort gage, deed, and encunbrance.

NEW SECTI ON..  Sec. 102. KNOWALEDGE AND NOTI CE. (1) A person knows
a fact if the person has actual know edge of it.

(2) A person has notice of a fact if the person:

(a) Knows of it;

(b) Has received a notification of it; or

(c) Has reason to knowit exists fromall of the facts known to the
person at the tinme in question.

(3) Aperson notifies or gives a notification to another by taking
steps reasonably required to inform the other person in ordinary
course, whether or not the other person learns of it.

(4) A person receives a notification when the notification:

(a) Conmes to the person’s attention; or

(b) I's duly delivered at the person’s place of business or at any
other place held out by the person as a place for receiving
communi cati ons.

(5) Except as otherw se provided in subsection (6) of this section,
a person other than an individual knows, has notice, or receives a
notification of a fact for purposes of a particular transaction when
the individual conducting the transaction knows, has notice, or
receives a notification of the fact, or in any event when the fact
woul d have been brought to the individual’s attention if the person had
exerci sed reasonable diligence. The person exercises reasonable
diligence if the person maintains reasonabl e routines for comuni cati ng
significant information to the individual conducting the transaction
and there is reasonable conpliance with the routines. Reasonabl e
diligence does not require an individual acting for the person to
communi cate information unless the communication is part of the
i ndi vidual’s regul ar duties or the individual has reason to know of the

p. 3 SHB 2386. SL
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transaction and that the transaction would be materially affected by
t he information.

(6) A partner’s know edge, notice, or receipt of a notification of
a fact relating to the partnership is effective immed ately as
knowl edge by, notice to, or receipt of a notification by the
partnership, except in the case of a fraud on the partnership conmtted
by or wwth the consent of that partner.

NEW SECTI ON. Sec. 103. EFFECT OF PARTNERSH P AGREEMENT;
NONWAI VABLE PROVI SI ONS. (1) Except as ot herw se provided i n subsection
(2) of this section, relations anobng the partners and between the
partners and t he partnershi p are governed by the partnershi p agreenent.
To the extent the partnership agreenent does not otherw se provide,
this chapter governs relations anong the partners and between the
partners and the partnership.

(2) The partnership agreenent may not:

(a) Vary the rights and duties under section 105 of this act except
to elimnate the duty to provide copies of statenents to all of the
partners;

(b) Unreasonably restrict the right of access to books and records
under section 403(2) of this act;

(c) Elimnate the duty of |oyalty under section 404(2) or 603(2)(c)
of this act, but, if not manifestly unreasonabl e:

(1) The partnership agreenent may identify specific types or
categories of activities that do not violate the duty of loyalty; or

(1i) Al of the partners or a nunber or percentage specified in the
partnershi p agreenent may aut horize or ratify, after full disclosure of
all material facts, a specific act or transaction that otherw se woul d
violate the duty of |oyalty;

(d) Unreasonably reduce the duty of care under section 404(3) or
603(2)(c) of this act;

(e) Elimnate the obligation of good faith and fair dealing under
section 404(4) of this act, but the partnership agreenent nay prescribe
the standards by which the performance of the obligation is to be
nmeasured, if the standards are not manifestly unreasonabl e;

(f) Vary the power to dissociate as a partner under section 602(1)
of this act, except to require the notice under section 601(1) of this
act to be in witing;

SHB 2386. SL p. 4
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(g) VvVary the right of a court to expel a partner in the events
specified in section 601(5) of this act;

(h) Vary the requirenment to wind up the partnership business in
cases specified in section 801 (4), (5), or (6) of this act;

(i) Vary the law applicable to a limted liability partnership
under section 106(2) of this act; or

(Jj) Restrict rights of third parties under this chapter.

NEW_ SECTI O\ Sec. 104. SUPPLEMENTAL PRI NCI PLES OF LAW (1)
Unl ess displaced by particular provisions of this chapter, the
principles of law and equity supplenment this chapter.

(2) If an obligation to pay interest arises under this chapter and
the rate is not specified, the rate is that specified in
RCW 19. 52. 010( 1) .

NEW SECTI ON..  Sec. 105. EXECUTI ON AND FI LI NG OF STATEMENTS. (1)
A statenent may be filed in the office of the secretary of state. A
certified copy of a statenent that is filed in an office in another
state may be filed in the office of the secretary of state. Either
filing has the effect provided in this chapter with respect to
partnership property located in or transactions that occur in this
state.

(2) Astatenent filed by a partnership nust be executed by at | east
two partners. Oher statenments nust be executed by a partner or other
person authorized by this chapter. An individual who executes a
statenent as, or on behalf of, a partner or other person shall
personal |y declare under penalty of perjury that the contents of the
statenment are accurate.

(3) A person authorized by this chapter to file a statenent may
amend or cancel the statenent by filing an anmendnent or cancell ation
that nanes the partnership, identifies the statenment, and states the
substance of the amendnent or cancell ation.

(4) A person who files a statenment pursuant to this section shal
pronptly send a copy of the statenment to every nonfiling partner and to
any ot her person nanmed as a partner in the statenent. Failure to send
a copy of a statenent to a partner or other person does not limt the
effectiveness of the statenent as to a person not a partner.

p. 5 SHB 2386. SL



N o 0ok W0ODN R

10

11
12

13
14
15
16
17

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

NEW SECTION. Sec. 106. GOVERNI NG LAW (1) Except as otherw se
provi ded i n subsection (2) of this section, the |law of the jurisdiction
in which a partnership has its chief executive office governs rel ations
anong the partners and the partnership.

(b) The law of this state governs rel ati ons anong the partners and
the partnership and the liability of partners for an obligation of a
limted liability partnership.

NEW SECTI ON. Sec. 107. PARTNERSHI P SUBJECT TO AMENDMVENT OR REPEAL
OF CHAPTER. A partnership governed by this chapter is subject to any
amendnent to or repeal of this chapter.

ARTI CLE 2
NATURE OF PARTNERSHI P

NEW SECTI ON.  Sec. 201. PARTNERSHI P AS ENTITY. (1) A partnership
is an entity distinct fromits partners.

(2) Alimted liability partnership continues to be the sane entity
that existed before the filing of a statenent of qualification under
section 1001 of this act.

NEW SECTI ON..  Sec. 202. FORMATI ON OF PARTNERSHI P. (1) Except as
ot herwi se provided in subsection (2) of this section, the association
of two or nore persons to carry on as co-owners a business for profit
forms a partnership, whether or not the persons intend to form a
part nershi p.

(2) An association formed under a statute other than this chapter
a predecessor statute, or a conparable statute of another jurisdiction
is not a partnership under this chapter.

(3) I'n determ ning whether a partnership is fornmed, the foll ow ng
rul es apply:

(a) Joint tenancy, tenancy in conmon, tenancy by the entireties,
joint property, common property, or part ownership does not by itself
establish a partnership, even if the co-owners share profits nmade by
the use of the property;

(b) The sharing of gross returns does not by itself establish a
partnership, even if the persons sharing them have a joint or common
right or interest in property fromwhich the returns are derived; and

SHB 2386. SL p. 6
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(c) A person who receives a share of the profits of a business is
presunmed to be a partner in the business, unless the profits were
received in paynent:

(1) O a debt by installments or otherw se;

(11) For services as an i ndependent contractor or of wages or other
conpensation to an enpl oyee;

(1i1) O rent;

(tv) O an annuity or other retirenent or health benefit to a
beneficiary, representative, or designee of a deceased or retired
part ner;

(v) O interest or other charge on a loan, even if the anount of
paynment varies with the profits of the business, including a direct or
indirect present or future ownership of the collateral, or rights to
i ncome, proceeds, or increase in value derived fromthe collateral; or

(vi) For the sale of the goodwi || of a business or other property
by install nents or otherw se.

NEW SECTI ON. Sec. 203. PARTNERSH P PROPERTY. Property acquired
by a partnership is property of the partnership and not of the partners
i ndi vi dual |y.

NEW SECTION. Sec. 204. WHEN PROPERTY |S PARTNERSH P PROPERTY
(1) Property is partnership property if acquired in the nane of:

(a) The partnership; or

(b) One or nore partners with an indication in the instrunent
transferring title to the property of the person’s capacity as a
partner or of the existence of a partnership, whether or not there is
an indication of the nane of the partnership.

(2) Property is acquired in the nanme of the partnership by a
transfer to:

(a) The partnership in its nanme; or

(b) One or nore partners in their capacity as partners in the
partnership, if the nane of the partnership is indicated in the
instrument transferring title to the property.

(3) Property is presuned to be partnership property if purchased
with partnership assets, even if not acquired in the nane of the
partnership or of one or nore partners with an indication in the
instrunment transferring title to the property of the person’ s capacity
as a partner or of the existence of a partnership.

p. 7 SHB 2386. SL
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(4) Property acquired in the nane of one or nore of the partners,
without an indication in the instrunent transferring title to the
property of the person’s capacity as a partner or of the existence of
a partnership and without use of partnership assets, is presuned to be
separate property, even if used for partnership purposes.

ARTI CLE 3
RELATI ONS OF PARTNERS TO PERSONS
DEALI NG W TH PARTNERSHI P

NEW SECTI ON.  Sec. 301. PARTNER AGENT OF PARTNERSHI P. Subject to
the effect of a statenent of partnership authority under section 303 of
this act:

(1) Each partner is an agent of the partnership for the purpose of
its business. An act of a partner, including the execution of an
instrunment in the partnership nane, for apparently carrying on in the
ordinary course the partnership business or business of the kind
carried on by the partnership binds the partnership, unless the partner
had no authority to act for the partnership in the particular matter
and the person with whomthe partner was dealing knew or had received
a notification that the partner |acked authority.

(2) An act of a partner which is not apparently for carrying on in
the ordinary course the partnership business or business of the kind
carried on by the partnership binds the partnership only if the act was
aut hori zed by the other partners.

NEW SECTION. Sec. 302. TRANSFER OF PARTNERSHI P PROPERTY. (1)
Partnership property may be transferred as foll ows:

(a) Subject to the effect of a statenent of partnership authority
under section 303 of this act, partnership property held in the nane of
the partnership may be transferred by an instrunent of transfer
executed by a partner in the partnership nane;

(b) Partnership property held in the name of one or nore partners
with an indication in the instrunent transferring the property to them
of their capacity as partners or of the existence of a partnership, but
without an indication of the name of the partnership, nay be
transferred by an instrunment of transfer executed by the persons in
whose nane the property is held; or

SHB 2386. SL p. 8
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(c) Partnership property held in the nane of one or nore persons
other than the partnership, wthout an indication in the instrunent
transferring the property to themof their capacity as partners or of
the exi stence of a partnership, may be transferred by an instrunment of
transfer executed by the persons in whose nane the property is held.

(2) A partnership may recover partnership property from a
transferee only if it proves that execution of the instrunment of
initial transfer did not bind the partnership under section 301 of this
act, and:

(a) As to a subsequent transferee who gave value for property
transferred under subsection (1)(a) and (b) of this section, proves
t hat the subsequent transferee knew or had received a notification that
the person who executed the instrunent of initial transfer |acked
authority to bind the partnership; or

(b) As to a transferee who gave value for property transferred
under subsection (1)(c) of this section, proves that the transferee
knew or had received a notification that the property was partnership
property and that the person who executed the instrunment of initia
transfer |acked authority to bind the partnership.

(3) A partnership may not recover partnership property from a
subsequent transferee if the partnership would not have been entitled
to recover the property, under subsection (2) of this section, fromany
earlier transferee of the property.

(4) If a person holds all of the partners’ interests in the
partnership, all of the partnership property vests in that person. The
person may execute a document in the nanme of the partnership to
evi dence vesting of the property in that person and may file or record
t he docunent.

NEW SECTI ON.  Sec. 303. STATEMENT OF PARTNERSHI P AUTHORITY. (1)
A partnership may file a statenment of partnership authority, which:

(a) Must incl ude:

(1) The nanme of the partnership; and

(1i) The street address of its chief executive office and of one
office in this state, if there is one; and

(b) May state the nanmes of all of the partners, the nanes of the
partners authorized to execute an instrunent transferring real property
held in the nane of the partnership, the authority, or Iimtations on

p. 9 SHB 2386. SL
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the authority, of sone or all of the partners to enter into other
transactions on behalf of the partnership and any other matter.

(2) A grant of authority contained in a filed statenment of
partnership authority is conclusive in favor of a person not a partner
who gi ves val ue w thout know edge to the contrary, so long as and to
the extent that alimtation on that authority is not then contained in
a subsequently filed statenent. A filed cancellation of a limtation
on authority revives the previous grant of authority.

(3) Aperson not a partner is deened to knowof alimtation on the
authority of a partner to transfer real property held in the name of
the partnership if thelimtationis contained in a filed statenent of
partnership authority.

(4) Except as otherwi se provided in subsection (3) of this section
and sections 704 and 805 of this act, a person not a partner is not
deened to know of a limtation on the authority of a partner nerely
because the limtation is contained in a filed statenent.

(5) Unless earlier canceled, a filed statenent of partnership
authority is cancel ed by operation of law five years after the date on
whi ch the statenent, or the nost recent amendnent, was filed with the
secretary of state.

NEW SECTI ON..  Sec. 304. STATEMENT OF DENI AL. A partner, or other
person nanmed as a partner in a filed statenent of partnership
authority, may file a statenent of denial stating the name of the
partnership and the fact that is being denied, which may i ncl ude deni al
of a person’s authority or status as a partner. A statenent of deni al
isalimtation on authority as provided in section 303 (2) and (3) of
this act.

NEW SECTI ON. Sec. 305. PARTNERSHI P LI ABLE FOR PARTNER S
ACTI ONABLE CONDUCT. (1) A partnership is liable for loss or injury
caused to a person, or for a penalty incurred, as a result of a
wrongful act or om ssion, or other actionable conduct, of a partner
acting in the ordinary course of business of the partnership or with
authority of the partnership.

(2) If, in the course of the partnership s business or while acting
with authority of the partnership, a partner receives or causes the
partnership to receive noney or property of a person not a partner, and

SHB 2386. SL p. 10
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the noney or property is msapplied by a partner, the partnership is
liable for the |oss.

NEW_SECTI ON. Sec. 306. PARTNER S LI ABILITY. (1) Except as
ot herwi se provided in subsections (2), (3), and (4) of this section,
all partners are liable jointly and severally for all obligations of
the partnership unl ess otherw se agreed by the cl ai mant or provi ded by
| aw.

(2) A person admtted as a partner into an existing partnership is
not personally liable for any partnership obligation incurred before
the person’s adm ssion as a partner.

(3) Except as otherw se provided in subsection (4) of this section,
an obligation of a partnership incurred while the partnership is a
limted liability partnership, whether arising in contract, tort, or
otherwise, is solely the obligation of the partnership. A partner is
not personally liable, directly or indirectly, by way of contribution
or otherw se, for such an obligation solely by reason of being or so
acting as a partner. This subsection applies notw thstandi ng anyt hi ng
i nconsistent in the partnership agreenent that existed, in the case of
alimted liability partnership in existence on the effective date of
this act, and, in the case of a partnership becomng a |limted
l[iability partnership after the effective date of this act, i medi ately
before the vote required to beconme a limted liability partnership
under section 1101(1) of this act.

(4) If the partners of alimted liability partnership or a foreign
limted liability partnership are required to be |icensed to provide
pr of essi onal services as defined in RCW18. 100. 030, and t he partnership
fails to maintain for itself and for its nmenbers practicing in this
state a policy of professional liability insurance, bond, deposit in
trust, bank escrow of cash, bank certificates of deposit, United States
treasury obligations, bank | etter of credit, insurance conpany bond, or
ot her evidence of financial responsibility of a kind designated by rul e
by the state insurance conm ssioner and in the anount of at |east one
mllion dollars or such greater anmpbunt, not to exceed three mllion
dol lars, as the state insurance comm ssioner may establish by rule for
a licensed profession or for any specialty within a profession, taking
into account the nature and size of the businesses within the
prof ession or specialty, then the partners shall be personally |iable
to the extent that, had such insurance, bond, deposit in trust, bank

p. 11 SHB 2386. SL
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escrow of cash, bank certificates of deposit, United States treasury
obligations, bank letter of credit, insurance conpany bond, or other
evi dence of responsibility been maintained, it would have covered the
[iability in question.

NEW SECTION. Sec. 307. ACTIONS BY AND AGAI NST PARTNERSHI P AND
PARTNERS. (1) A partnership may sue and be sued in the nane of the
part nershi p.

(2) An action may be brought against the partnership and, to the
extent not inconsistent with section 306 of this act, any or all of the
partners in the sane action or in separate actions.

(3) A judgnent against a partnership is not by itself a judgnent
agai nst a partner. A judgnent against a partnership may not be
satisfied from a partner’s assets unless there is also a judgnent
agai nst the partner.

(4) Ajudgnent creditor of a partner may not | evy executi on agai nst
the assets of the partner to satisfy a judgnent based on a claim
agai nst the partnership unless the partner is personally |liable for the
cl ai munder section 306 of this act, and:

(a) A judgnent based on the sane claim has been obtained agai nst
the partnership and a wit of execution on the judgnment has been
returned unsatisfied in whole or in part;

(b) The partnership is a debtor in bankruptcy;

(c) The partner has agreed that the creditor need not exhaust
part nership assets;

(d) A court grants permssion to the judgnent creditor to |evy
execution against the assets of a partner based on a finding that
partnership assets subject to execution are clearly insufficient to
satisfy the judgnent, that exhaustion of partnership assets is
excessively burdensome, or that the grant of permssion is an
appropriate exercise of the court’s equitable powers; or

(e) Liability is inposed on the partner by law or contract
i ndependent of the existence of the partnership.

(5) This section applies to any partnership liability or obligation
resulting froma representation by a partner or purported partner under
section 308 of this act.

NEW SECTION.  Sec. 308. LIABILITY OF PURPORTED PARTNER. (1) If a
person, by words or conduct, purports to be a partner, or consents to

SHB 2386. SL p. 12
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bei ng represented by another as a partner, in a partnership or with one
or nore persons not partners, the purported partner is liable to a
person to whomthe representation is nmade, if that person, relying on
the representation, enters into a transaction with the actual or
purported partnership. If the representation, either by the purported
partner or by a person with the purported partner’s consent, is made in
a public manner, the purported partner is liable to a person who relies
upon the purported partnership even if the purported partner is not

aware of being held out as a partner to the claimant. |f partnership
l[iability results, the purported partner is liable with respect to that
ltability as if the purported partner were a partner. If no

partnership liability results, the purported partner is liable with
respect to that liability jointly and severally with any other person
consenting to the representation.

(2) If a personis thus represented to be a partner in an existing
partnership, or with one or nore persons not partners, the purported
partner is an agent of persons consenting to the representation to bind
them to the same extent and in the sanme nmanner as if the purported
partner were a partner, wth respect to persons who enter into

transactions in reliance upon the representation. If all of the
partners of the existing partnership consent to the representation, a
partnership act or obligation results. If fewer than all of the

partners of the existing partnership consent to the representation, the
person acting and the partners consenting to the representation are
jointly and severally |iable.

(3) Apersonis not liable as a partner nerely because the person
is naned by another in a statenent of partnership authority.

(4) A person does not continue to be liable as a partner nerely
because of a failure to file a statenent of dissociation or to anend a
statenent of partnership authority to indicate the partner’s
di ssociation fromthe partnership

(5) Except as otherw se provided in subsections (1) and (2) of this
section, persons who are not partners as to each other are not |iable
as partners to other persons.

ARTI CLE 4
RELATI ONS OF PARTNERS TO EACH OTHER AND TO PARTNERSHI P

p. 13 SHB 2386. SL
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NEW SECTION. Sec. 401. PARTNER S RIGHTS AND DUTIES. (1) Each
partner is deened to have an account that is:

(a) Credited with an anobunt equal to the noney plus the val ue of
any other property, net of the anount of any liabilities, the partner
contributes to the partnership and the partner’s share of the
partnership profits; and

(b) Charged with an anbunt equal to the noney plus the val ue of any
ot her property, net of the anmount of any liabilities, distributed by
the partnership to the partner and the partner’'s share of the
partnership | osses.

(2) Each partner is entitled to an equal share of the partnership
profits and is chargeable with a share of the partnership losses in
proportion to the partner’s share of the profits.

(3) A partnership shall reinburse a partner for paynents nmade and
indermmify a partner for liabilities incurred by the partner in the
ordinary course of the business of the partnership or for the
preservation of its business or property.

(4) A partnership shall reinburse a partner for an advance to the
partnership beyond the amount of capital the partner agreed to
contri bute.

(5) A paynent or advance made by a partner which gives rise to a
partnership obligation under subsection (3) or (4) of this section
constitutes a loan to the partnership which accrues interest fromthe
date of the paynent or advance.

(6) Each partner has equal rights in the managenent and conduct of
t he partnershi p business.

(7) A partner may use or possess partnership property only on
behal f of the partnership.

(8 A partner is not entitled to renuneration for services
performed for the partnership, except for reasonabl e conpensation for
services rendered in wi nding up the business of the partnership.

(9) A person may becone a partner only with the consent of all of
t he partners.

(10) Adifference arising as to a matter in the ordinary course of
busi ness of a partnership may be decided by a majority of the partners.
An act outside the ordinary course of business of a partnership and an
anendnent to the partnership agreenent nay be undertaken only with the
consent of all of the partners.

SHB 2386. SL p. 14
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(11) This section does not affect the obligations of a partnership
to other persons under section 301 of this act.

NEW SECTI ON. Sec. 402. DI STRIBUTIONS IN KIND. A partner has no
right to receive, and may not be required to accept, a distribution in
ki nd.

NEW SECTION. Sec. 403. PARTNER S RI GHTS AND DUTI ES W TH RESPECT
TO | NFORVATION. (1) A partnership shall keep its books and records, if
any, at its chief executive office.

(2) A partnership shall provide partners and their agents and
attorneys access to its books and records. It shall provide forner
partners and their agents and attorneys access to books and records
pertaining to the period during which they were partners. The right of
access provides the opportunity to inspect and copy books and records
during ordi nary business hours. A partnership nay i npose a reasonabl e
charge, covering the costs of I|abor and material, for copies of
docunent s furni shed.

(3) Each partner and the partnership shall furnish to a partner,
and to the |l egal representative of a deceased partner or partner under
| egal disability:

(a) Wthout demand, any information concerning the partnership’ s
busi ness and affairs reasonably required for the proper exercise of the
partner’s rights and duties under the partnership agreenent or this
chapter; and

(b) On demand, any other information concerning the partnership’ s
business and affairs, except to the extent the demand or the
i nformati on demanded i s unreasonabl e or otherw se inproper under the
ci rcunst ances.

NEW SECTI ON. Sec. 404. CGENERAL STANDARDS OF PARTNER S CONDUCT.
(1) The only fiduciary duties a partner owes to the partnership and t he
other partners are the duty of loyalty and the duty of care set forth
in subsections (2) and (3) of this section.

(2) A partner’s duty of loyalty to the partnership and the other
partners is limted to the foll ow ng:

(a) To account to the partnership and hold as trustee for it any
property, profit, or benefit derived by the partner in the conduct and
wi nding up of the partnership business or derived from a use by the

p. 15 SHB 2386. SL
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partner of partnership property, including the appropriation of a
partnership opportunity;

(b) To refrain fromdealing with the partnership in the conduct or
wi nding up of the partnership business as or on behalf of a party
having an interest adverse to the partnership; and

(c) To refrain fromconpeting wth the partnership in the conduct
of the partnership business before the dissolution of the partnership.

(3) A partner’s duty of care to the partnership and the other
partners in the conduct and wi nding up of the partnership business is
limted to refraining fromengaging in grossly negligent or reckless
conduct, intentional m sconduct, or a knowi ng violation of |aw

(4) A partner shall discharge the duties to the partnership and the
ot her partners under this chapter or under the partnership agreenent
and exercise any rights consistently wwth the obligation of good faith
and fair dealing.

(5) A partner does not violate a duty or obligation under this
chapt er or under the partnership agreenent nerely because the partner’s
conduct furthers the partner’s own interest.

(6) A partner may |lend noney to and transact other business with
the partnership, and as to each loan or transaction the rights and
obligations of the partner are the sane as those of a person who i s not
a partner, subject to other applicable |aw

(7) This section applies to a person wnding up the partnership
busi ness as the personal or |egal representative of the | ast surviving
partner as if the person were a partner.

NEW SECTI ON.  Sec. 405. ACTI ONS BY PARTNERSH P AND PARTNERS. (1)
A partnership may maintain an action against a partner for a breach of
the partnership agreenent, or for the violation of a duty to the
partnership, causing harmto the partnership.

(2) A partner may maintain an action against the partnership or
another partner for legal or equitable relief, with or wthout an
accounting as to partnership business, to:

(a) Enforce the partner’s rights under the partnership agreenent;

(b) Enforce the partner’s rights under this chapter, including:

(1) The partner’s rights under section 401, 403, or 404 of this
act ;

SHB 2386. SL p. 16
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(1i) The partner’s right on dissociation to have the partner’s
interest in the partnership purchased pursuant to section 701 of this
act or enforce any other right under article 6 or 7 of this chapter; or

(1i1) The partner’s right to conpel a dissolution and wi ndi ng up of
t he partnershi p busi ness under section 801 of this act or enforce any
other right under article 8 of this chapter; or

(c) Enforce the rights and ot herwi se protect the interests of the
partner, including rights and interests arising independently of the
partnership rel ationship.

(3) The accrual of, and any tinme limtation on, a right of action
for a renedy under this section is governed by other law. A right to
an accounting upon a dissolution and wi ndi ng up does not revive a claim
barred by | aw.

NEW SECTI ON. Sec. 406. CONTI NUATI ON  OF PARTNERSHI P BEYOND
DEFI NI TE TERM OR PARTI CULAR UNDERTAKING (1) If a partnership for a
definite term or particular undertaking is continued, wthout an
express agreenent, after the expiration of the term or conpletion of
t he undertaking, the rights and duties of the partners remain the sane
as they were at the expiration or conpletion, so far as is consistent
with a partnership at will.

(2) If the partners, or those of themwho habitually acted in the
busi ness during the termor undertaking, continue the business w thout
any settlement or liquidation of the partnership, they are presuned to
have agreed that the partnership will continue.

ARTI CLE 5
TRANSFEREES AND CREDI TORS OF PARTNER

NEW_ SECTI ON. Sec. 501. PARTNER NOT CO- OMNER OF PARTNERSHI P
PROPERTY. A partner is not a co-owner of partnership property and has
no interest in partnership property which can be transferred, either
voluntarily or involuntarily.

NEW SECTI O\ Sec. 502. PARTNER S TRANSFERABLE | NTEREST I N
PARTNERSHI P. The only transferable interest of a partner in the
partnership is the partner’s share of the profits and |osses of the
partnership and the partner’s right to receive distributions. The
interest is personal property.

p. 17 SHB 2386. SL
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NEW SECTI ON. Sec. 503. TRANSFER OF PARTNER S TRANSFERABLE
| NTEREST. (1) A transfer, in whole or in part, of a partner’s
transferable interest in the partnership:

(a) I's perm ssible;

(b) Does not by itself cause the partner’s dissociation or a
di ssolution and wi nding up of the partnership business; and

(c) Does not, as against the other partners or the partnershinp,
entitle the transferee, during the continuance of the partnership, to
participate in the managenent or conduct of the partnership business,
to require access to information concerning partnership transactions,
or to inspect or copy the partnership books or records.

(2) A transferee of a partner’s transferable interest in the
partnership has a right:

(a) To receive, in accordance with the transfer, allocations of
profits and | osses of the partnership and distributions to which the
transferor would otherw se be entitled;

(b) To receive upon the dissolution and wnding up of the
partnership business, in accordance with the transfer, the net anobunt
otherwi se distributable to the transferor; and

(c) To seek wunder section 801(6) of this act a judicial
determnation that it is equitable to wind up the partnership busi ness.

(3) I'n adissolution and winding up, atransfereeis entitled to an
account of partnership transactions only fromthe date of the |atest
account agreed to by all of the partners.

(4) Upon transfer, the transferor retains the rights and duties of
a partner other than the interest in profits and |osses of the
partnership and distributions transferred.

(5 A partnership need not give effect to a transferee’s rights
under this section until it has notice of the transfer.

(6) A transfer of a partner’s transferable interest in the
partnership in violation of a restriction on transfer contained in the
partnership agreenent is ineffective as to a person having notice of
the restriction at the tinme of transfer.

NEWSECTI ON. Sec. 504. PARTNER S TRANSFERABLE | NTEREST SUBJECT TO
CHARG NG ORDER. (1) On application by a judgnent creditor of a partner
or of a partner’s transferee, a court having jurisdiction nay charge
the transferable interest of the judgnent debtor to satisfy the
j udgnent . The court nmay appoint a receiver of the share of the

SHB 2386. SL p. 18
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di stributions due or to becone due to the judgnent debtor in respect of
the partnership and nmake all other orders, directions, accounts, and
inquiries the judgnent debtor mght have nmade or which the
ci rcunst ances of the case may require.

(2) A charging order constitutes a lien on the judgnent debtor’s
transferable interest in the partnership. The court nmay order a
forecl osure of the interest subject to the charging order at any tine.
The purchaser at the foreclosure sale has the rights of a transferee.

(3) At any tine before foreclosure, an interest charged may be
redeened:

(a) By the judgnent debtor;

(b) Wth property other than partnership property, by one or nore
of the other partners; or

(c) Wth partnership property, by one or nore of the other partners
with the consent of all of the partners whose interests are not so
char ged.

(4) This chapter does not deprive a partner of a right under
exenption laws with respect to the interest in the partnership.

(5) This section provides the exclusive renedy by which a judgnent
creditor of a partner or partner’s transferee may satisfy a judgnment
out of the judgnent debtor’s transferable interest in the partnership.

ARTI CLE 6
PARTNER S DI SSOCI ATl ON

NEW SECTI ON.  Sec. 601. EVENTS CAUSI NG PARTNER S DI SSOCI ATION. A
partner is dissociated froma partnership upon the occurrence of any of
the foll om ng events:

(1) The partnership’s having notice of the partner’s express wll
to wwthdraw as a partner or on a |later date specified by the partner;

(2) An event agreed to in the partnership agreenent as causing the
partner’s dissociation;

(3) The partner’s expul sion pursuant to the partnership agreenent;

(4) The partner’s expulsion by the unaninous vote of the other
partners if:

(a) It is unlawful to carry on the partnership business with that
part ner;

(b) There has been a transfer of all or substantially all of that
partner’s transferable interest in the partnership, other than a

p. 19 SHB 2386. SL
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transfer for security purposes or a court order charging the partner’s
interest which, in either case, has not been foreclosed;

(c) Wthin ninety days after the partnership notifies a corporate
partner that it will be expelled because it has filed articles of
dissolution, it has been adm nistratively or judicially dissolved, or
its right to conduct business has been suspended by the jurisdiction of
its incorporation, and there is no revocation of the articles of
di ssolution, noreinstatenent followngits adm nistrative dissol ution,
or reinstatenent of its right to conduct business by the jurisdiction
of its incorporation, as applicable; or

(d) A partnership or Iimted liability conmpany that is a partner
has been dissolved and its business is being wound up;

(5 On application by the partnership or another partner, the
partner’s expul sion by judicial determ nation because:

(a) The partner engaged in wongful conduct that adversely and
materially affected the partnership business;

(b) The partner willfully or persistently conmtted a materi al
breach of the partnership agreenent or of a duty owed to the
partnership or the other partners under section 404 of this act; or

(c) The partner engaged in conduct relating to the partnership
busi ness which makes it not reasonably practicable to carry on the
business in partnership with the partner;

(6) The partner’s:

(a) Becom ng a debtor in bankruptcy;

(b) Executing an assignnment for the benefit of creditors;

(c) Seeking, consenting to, or acquiescing in the appoi ntnent of a
trustee, receiver, or Iliquidator of that partner or of all or
substantially all of that partner’s property; or

(d) Failing, within ninety days after the appointnent, to have
vacat ed or stayed t he appoi nt nent of a trustee, receiver, or |iquidator
of the partner or of all or substantially all of the partner’s property
obtained w thout the partner’s consent or acquiescence, or failing
within ninety days after the expiration of a stay to have the
appoi nt nent vacat ed;

(7) I'n the case of a partner who is an individual:

(a) The partner’s death

(b) The appointnment of a guardian or general conservator for the
partner; or

SHB 2386. SL p. 20
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(c) Ajudicial determ nation that the partner has ot herw se becone
i ncapable of performng the partner’s duties under the partnership
agreenent ;

(8 In the case of a partner that is a trust or is acting as a
partner by virtue of being a trustee of a trust, distribution of the
trust’s entire transferable interest in the partnership, but not nerely
by reason of the substitution of a successor trustee;

(9) In the case of a partner that is an estate or is acting as a
partner by virtue of being a personal representative of an estate,
distribution of the estate’'s entire transferable interest in the
partnership, but not nerely by reason of the substitution of a
successor personal representative; or

(10) Termnation of a partner who is not an individual
partnership, corporation, trust, or estate.

NEW SECTION. Sec. 602. PARTNER S PONER TO DI SSOCI ATE; WRONG-UL
DI SSOCI ATION. (1) A partner has the power to dissociate at any tine,
rightfully or wongfully, by express will pursuant to section 601(1) of
this act.

(2) A partner’s dissociation is wongful only if:

(a) It is in breach of an express provision of the partnership
agreenent; or

(b) I'n the case of a partnership for a definite termor particular
undertaking, before the expiration of the termor the conpletion of the
undert aki ng:

(1) The partner withdraws by express will, unless the w thdrawal
follows within ninety days after another partner’s dissociation by
death or otherw se under section 601 (6) through (10) of this act or
wrongf ul di ssoci ation under this subsection;

(1i) The partner is expelled by judicial determnation under
section 601(5) of this act;

(tit) The partner is dissociated as the result of an event
described in section 601(6) of this act; or

(tv) Inthe case of a partner who i s not an individual, trust other
than a business trust, or estate, the partner is expelled or otherw se
di ssoci ated because it willfully dissolved or term nated.

(3) A partner who wongfully dissociates is liable to the
partnership and to the other partners for damges caused by the

p. 21 SHB 2386. SL
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di ssociation. The liability is in addition to any other obligation of
the partner to the partnership or to the other partners.

NEW SECTI ON. Sec. 603. EFFECT OF PARTNER S DI SSOCI ATION. (1) If
a partner’s dissociation results in a dissolution and wi ndi ng up of the
partnership business, article 8 of this chapter applies; otherw se,
article 7 of this chapter applies.

(2) Upon a partner’s dissociation:

(a) The partner’s right to participate in the managenent and
conduct of the partnership business term nates, except as otherw se
provided in section 803 of this act;

(b) The partner’s duty of loyalty under section 404(2)(c) of this
act term nates; and

(c) The partner’s duty of loyalty under section 404(2) (a) and (b)
of this act and duty of care under section 404(3) of this act continue
only with regard to matters arising and events occurring before the
partner’s dissociation, unless the partner participates in w nding up
the partnership’ s business pursuant to section 803 of this act.

ARTI CLE 7
PARTNER S DI SSOCI ATI ON VWHEN
BUSI NESS NOT WOUND UP

NEW SECTI ON. Sec. 701. PURCHASE COF Dl SSOCI ATED PARTNER S
| NTEREST. (1) If a partner is dissociated froma partnership w thout
resulting in a dissolution and wi nding up of the partnership business
under section 801 of this act, the partnership shall cause the
di ssoci ated partner’s interest in the partnership to be purchased for
a buyout price determ ned pursuant to subsection (2) of this section.

(2) The buyout price of a dissociated partner’s interest is the
anount that woul d have been distributable to the dissociating partner
under section 807(2) of this act if, on the date of dissociation, the
assets of the partnership were sold at a price equal to the greater of
the liquidation value or the value based on a sale of the entire
busi ness as a going concern w thout the dissociated partner and the
partnership were wound up as of that date. Interest nust be paid from
the date of dissociation to the date of paynent.

(3) Damages for wongful dissociation under section 602(2) of this
act, and all other anmounts ow ng, whether or not presently due, from

SHB 2386. SL p. 22
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t he di ssoci ated partner to the partnership, nust be offset against the

buyout price. Interest nmust be paid from the date the anmount owed
becones due to the date of paynent.

(4) A partnership shall indemify a dissociated partner whose
interest is being purchased against all partnership liabilities,

whet her incurred before or after the dissociation, except liabilities
i ncurred by an act of the dissociated partner under section 702 of this
act .

(5 If no agreenent for the purchase of a dissociated partner’s
interest is reached within one hundred twenty days after a witten
demand for paynent, the partnership shall pay, or cause to be paid, in
cash to the di ssoci ated partner the anmount the partnership estimates to
be the buyout price and accrued interest, reduced by any offsets and
accrued interest under subsection (3) of this section.

(6) If a deferred paynment is authorized under subsection (8) of
this section, the partnership my tender a witten offer to pay the
anount it estimates to be the buyout price and accrued interest,
reduced by any offsets under subsection (3) of this section, stating
the time of paynent, the anount and type of security for paynent, and
the other terns and conditions of the obligation.

(7) The paynent or tender required by subsection (5) or (6) of this
section nust be acconpani ed by the foll ow ng:

(a) A statenment of partnership assets and liabilities as of the
date of dissociation;

(b) The Ilatest available partnership balance sheet and incone
statenment, if any;

(c) An expl anation of how the estinmated anmount of the paynent was
cal cul ated; and

(d) Witten notice that the paynment is in full satisfaction of the
obligation to purchase unless, within one hundred twenty days after the
witten notice, the dissociated partner commences an action to
determ ne the buyout price, any offsets under subsection (3) of this
section, or other terns of the obligation to purchase.

(8) A partner who wongfully dissociates before the expiration of
a definite termor the conpletion of a particular undertaking is not
entitled to paynent of any portion of the buyout price until the
expiration of the term or conpletion of the undertaking, unless the
partner establishes to the satisfaction of the court that earlier
paynment wll not cause undue hardship to the business of the
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partnership. A deferred paynent nust be adequately secured and bear
i nterest.

(9 A dissociated partner may namintain an action against the
partnership, pursuant to section 405(2)(b)(ii) of this act, to
determ ne the buyout price of that partner’s interest, any offsets
under subsection (3) of this section, or other ternms of the obligation
to purchase. The action nust be comenced within one hundred twenty
days after the partnership has tendered paynent or an offer to pay or
within one year after witten demand for paynent if no paynent or offer
to pay is tendered. The court shall determ ne the buyout price of the
di ssoci ated partner’s interest, any offset due under subsection (3) of
this section, and accrued interest, and enter judgnent for any
addi tional paynment or refund. |If deferred paynent is authorized under
subsection (8) of this section, the court shall also determ ne the
security for paynent and other terns of the obligation to purchase.
The court nay assess reasonable attorneys’ fees and the fees and
expenses of appraisers or other experts for a party to the action, in
anounts the court finds equitable, against a party that the court finds
acted arbitrarily, vexatiously, or not in good faith. The finding may
be based on the partnership’s failure to tender paynent or an offer to
pay or to conply with subsection (7) of this section

NEW SECTION..  Sec. 702. DI SSCClI ATED PARTNER S PONER TO BI ND AND

LIABILITY TO PARTNERSH P. (1) For tw years after a partner
di ssociates without resulting in a dissolution and wi nding up of the
partnership business, the partnership, including a surviving

partnership under article 9 of this chapter, is bound by an act of the
di ssoci ated partner which would have bound the partnership under
section 301 of this act before dissociation only if at the tinme of
entering into the transaction the other party:

(a) Reasonably believed that the dissociated partner was then a
part ner;

(b) Did not have notice of the partner’s dissociation; and

(c) I's not deened to have had know edge under section 303(3) of
this act or notice under section 704(3) of this act.

(2) A dissociated partner is liable to the partnership for any
damage caused to the partnership arising froman obligation incurred by
t he di ssoci ated partner after dissociation for which the partnershipis
i abl e under subsection (1) of this section.

SHB 2386. SL p. 24
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NEW SECTI ON.  Sec. 703. DI SSOCI ATED PARTNER S LI ABILITY TO OTHER
PERSONS. (1) A partner’s dissociation does not of itself discharge the
partner’s liability for a partnership obligation incurred before
di ssociation. A dissociated partner is not |liable for a partnership
obligation incurred after dissociation, except as otherw se provided in
subsection (2) of this section.

(2) A partner who dissociates without resulting in a dissolution
and wi nding up of the partnership business is liable as a partner to
the other party in a transaction entered into by the partnership, or a
surviving partnership under article 9 of this chapter, within tw years
after the partner’s dissociation, only if the partner is liable for the
obl i gation under section 306 of this act and at the tinme of entering
into the transaction the other party:

(a) Reasonably believed that the dissociated partner was then a
part ner;

(b) Did not have notice of the partner’s dissociation; and

(c) I's not deenmed to have had know edge under section 303(3) of
this act or notice under section 704(3) of this act.

(3) By agreenent with the partnership creditor and the partners
continuing the business, a dissociated partner may be released from
l[iability for a partnership obligation.

(4) A dissociated partner is released from liability for a
partnership obligation if a partnership creditor, with notice of the
partner’s dissociation but without the partner’s consent, agrees to a
material alteration in the nature or tinme of paynent of a partnership
obl i gati on.

NEW SECTI ON. Sec. 704. STATEMENT OF DI SSOCI ATI ON. (H A
di ssociated partner or the partnership my file a statenent of
di ssociation stating the nanme of the partnership and that the partner
is dissociated fromthe partnership.

(2) Astatenent of dissociationis alimtation on the authority of
a dissociated partner for the purposes of section 303 (2) and (3) of
this act.

(3) For the purposes of sections 702(1)(c) and 703(2)(c) of this
act, a person not a partner is deened to have notice of the
di ssoci ation ninety days after the statenent of dissociationis filed.
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NEW SECTI ON. Sec. 705. CONTI NUED USE OF PARTNERSH P NAME.
Conti nued use of a partnership nanme, or a dissociated partner’s nane as
part thereof, by partners continuing the business does not of itself
make the dissociated partner |iable for an obligation of the partners
or the partnership continuing the business.

ARTI CLE 8
W NDI NG UP PARTNERSHI P BUSI NESS

NEW SECTI ON.  Sec. 801. EVENTS CAUSI NG DI SSOLUTI ON AND W NDI NG UP
OF PARTNERSHI P BUSI NESS. A partnership is dissolved, and its business
must be wound up, only upon the occurrence of any of the follow ng
events:

(1) In a partnership at will, the partnership’s having notice from
a partner, other than a partner who is dissociated under section 601
(2) through (10) of this act, of that partner’'s express wll to

wi thdraw as a partner, or on a |later date specified by the partner;

(2) Inapartnership for adefinite termor particul ar undert aki ng:

(a) Wthin ninety days after a partner’s dissociation by death or
ot herwi se under section 601 (6) through (10) of this act or wongful
di ssoci ati on under section 602(2) of this act if a majority of the
remai ni ng partners decide to wind up the partnershi p business, and for
pur poses of this subsection a partner’s rightful dissociation pursuant
to section 602(2)(b)(i) of this act constitutes the expression of that
partner’s will to wind up the partnership business;

(b) The express will of all of the partners to wind up the
part nershi p business; or

(c) The expiration of the term or the conpletion of the
undert aki ng;

(3) An event agreed to in the partnership agreenent resulting in
the wi nding up of the partnership business;

(4) An event that makes it unlawful for all or substantially all of
the business of the partnership to be continued, but a cure of
illegality within ninety days after notice to the partnership of the
event is effective retroactively to the date of the event for purposes
of this section;

(5 On application by a partner, a judicial determ nation that:

(a) The economic purpose of the partnership is likely to be
unreasonably frustrated;
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(b) Another partner has engaged in conduct relating to the
partnershi p busi ness which makes it not reasonably practicable to carry
on the business in partnership with that partner; or

(c) It is not otherw se reasonably practicable to carry on the
partnership business in conformty with the partnership agreenent; or

(6) On application by a transferee of a partner’s transferable
interest, a judicial determnation that it is equitable to wind up the
partnershi p busi ness:

(a) After the expiration of the term or conpletion of the
undertaking, if the partnership was for a definite termor particular
undertaking at the tine of the transfer or entry of the chargi ng order
that gave rise to the transfer; or

(b) At any tinme, if the partnership was a partnership at wll at
the time of the transfer or entry of the charging order that gave rise
to the transfer.

NEW SECTI ON.  Sec. 802. PARTNERSHI P CONTI NUES AFTER DI SSCOLUTI ON.
(1) Subject to subsection (2) of this section, a partnership continues
after dissolution only for the purpose of winding up its business. The
partnership is termnated when the winding up of its business is
conpl et ed.

(2) At any time after the dissolution of a partnership and before
the winding up of its business is conpleted, all of the partners,
i ncl udi ng any di ssoci ati ng partner other than a wongfully di ssoci ating
partner, may waive the right to have the partnership s business wound
up and the partnership termnated. In that event:

(a) The partnership resunmes carrying on its business as if
di ssolution had never occurred, and any liability incurred by the
partnership or a partner after the dissolution and before the waiver is
determ ned as if dissolution had never occurred; and

(b) The rights of a third party accruing under section 804(1) of
this act or arising out of conduct in reliance on the dissolution
before the third party knew or received a notification of the waiver
may not be adversely affected.

NEW SECTI ON. Sec. 803. RIGHT TO WND UP PARTNERSHI P BUSI NESS.
(1) After dissolution, a partner who has not wongfully di ssoci ated may
participate in wnding up the partnership’s business, but on
application of any partner, partner’s legal representative, or
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transferee, the superior court, for good cause shown, nay order
judicial supervision of the w nding up.

(2) The |l egal representative of the | ast surviving partner may w nd
up a partnership’ s business.

(3) A person winding up a partnership’s business nay preserve the
partnership business or property as a going concern for a reasonable
time, prosecute and defend actions and proceedi ngs, whether civil,
crimnal, or admnistrative, settle and close the partnership’s
busi ness, di spose of and transfer the partnership’s property, discharge
the partnership’s liabilities, distribute the assets of the partnership
pursuant to section 807 of this act, settle disputes by nediation or
arbitration, and perform other necessary acts.

NEW SECTI ON. Sec. 804. PARTNER S POAER TO BI ND PARTNERSHI P AFTER
DI SSOLUTI ON. Subject to section 805 of this act, a partnership is
bound by a partner’s act after dissolution that:

(1) I's appropriate for winding up the partnership business; or

(2) Woul d have bound the partnership under section 301 of this act
before dissolution, if the other party to the transaction did not have
notice of the dissolution.

NEW_SECTI ON. Sec. 805. STATEMENT OF DI SSOLUTI ON. (1) After
di ssolution, a partner who has not wongfully dissociated may file a
statenment of dissolution stating the nanme of the partnership and that
the partnership has dissolved and is winding up its business.

(2) A statenent of dissolution cancels all previously filed
statenments of partnership authority.

(3) For the purposes of sections 301 and 804 of this act, a person
not a partner is deened to have notice of the dissolution and the
[imtation on the partners’ authority as a result of the statenent of
di ssolution ninety days after it is filed.

(4) After filing a statenent of dissolution, a dissolved
partnership may file a statenment of partnership authority which wll
operate with respect to a person not a partner as provided in
section 303 (2) and (3) of this act in any transaction, whether or not
the transaction is appropriate for wi ndi ng up the partnership business.

NEW SECTI ON. Sec. 806. PARTNER S LIABILITY TO OTHER PARTNERS
AFTER DI SSOLUTI ON. (1) Except as otherw se provided in subsection (2)
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of this section, after dissolution a partner is liable to the other
partners for the partner’s share of any partnership liability incurred
under section 804 of this act.

(2) A partner who, with know edge of the dissolution, incurs a
partnership liability under section 804(2) of this act by an act that
is not appropriate for winding up the partnership businessis liableto
the partnership for any danage caused to the partnership arising from
the liability.

NEW SECTI ON.  Sec. 807. SETTLEMENT OF ACCOUNTS AND CONTRI BUTI ONS
AMONG PARTNERS. (1) In winding up a partnershi p’s business, the assets
of the partnership, including the contributions of the partners
required by this section, nust be applied to discharge its obligations
to creditors, including, to the extent permtted by |aw, partners who
are creditors. Any surplus nust be applied to pay in cash the net
anount distributable to partners in accordance with their right to
di stributions under subsection (2) of this section.

(2) Each partner is entitled to a settlenment of all partnership
accounts upon winding up the partnership business. In settling
accounts anong the partners, profits and |osses that result fromthe
liquidation of the partnership assets nust be credited and charged to
the partners’ accounts. The partnership shall make a distribution to
a partner in an anount equal to any excess of the credits over the
charges in the partner’s account. A partner shall contribute to the
partnership an anmnount equal to any excess of the charges over the
credits in the partner’s account, except, in the case of a limted
l[iability partnership the partner shall make such contribution only to
the extent of his or her share of any unpaid partnership obligations
for which the partner has personal liability under section 306 of this
act .

(3) If apartner fails to contribute the full anount required under
subsection (2) of this section, all of the other partners shall
contribute, in the proportions in whhich those partners share
partnership |osses, the additional anmount necessary to satisfy the
partnership obligations for which they are personally |iable under
section 306 of this act. A partner or partner’s |legal representative
may recover fromthe other partners any contributions the partner nmakes
to the extent the anpbunt contributed exceeds that partner’s share of
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the partnership obligations for which the partner is personally |iable
under section 306 of this act.

(4) After the settlenent of accounts, each partner shal
contribute, in the proportion in which the partner shares partnership
| osses, the anobunt necessary to satisfy partnership obligations that
were not known at the time of the settlenent and for which the partner
is personally liable under section 306 of this act.

(5) The estate of a deceased partner is liable for the partner’s
obligation to contribute to the partnership.

(6) An assignee for the benefit of creditors of a partnership or a
partner, or a person appointed by a court to represent creditors of a
partnership or a partner, my enforce a partner’s obligation to
contribute to the partnership.

ARTI CLE 9
CONVERSI ONS AND MERGERS

NEW SECTI ON. Sec. 901. DEFI NI TI ONS. The definitions in this
article apply throughout this article unless the context clearly
requires otherw se:

(1) "General partner" neans a partner in a partnership and a
general partner in a limted partnership.

(2) "Limted partner" neans a |imted partner in a l|limted
part nershi p.

(3) "Limted partnership” neans alimted partnership created under
the Washington uniform limted partnership act, predecessor |aw, or
conparabl e | aw of another jurisdiction.

(4) "Partner" includes both a general partner and a limted
partner.

NEW_SECTI O\ Sec. 902. CONVERSI ON  OF PARTNERSHI P TO LI M TED
PARTNERSHI P. (1) A partnership my be converted to a |limted
partnership pursuant to this section

(2) The terns and conditions of a conversion of a partnership to a
l[imted partnership nmust be approved by all of the partners or by a
nunmber or percentage specified for conversion in the partnership

agreenent .
(3) After the conversion is approved by the partners, the
partnership shall file a certificate of limted partnership in the
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jurisdiction in which the limted partnership is to be forned. The
certificate nust include:

(a) A statenent that the partnership was converted to a limted
partnership froma partnership;

(b) I'ts fornmer nane; and

(c) Astatenent of the nunber of votes cast by the partners for and
agai nst the conversion and, if the vote is |ess than unani nous, the
nunber or percentage required to approve the conversion under the
part nership agreenent.

(4) If the partnership was converted to a donestic limted
partnership, the certificate nust al so include:

(a) The nanme of the limted partnership;

(b) The address of the office for records and the nane and address
of the agent for service of process appointed pursuant to RCW
25. 10. 040;

(c) The name and the geographical and mailing address of each
general partner;

(d) The latest date upon which the limted partnership is to
di ssol ve; and

(e) Any other nmatters the general partners determne to include
t herei n.

(5) The conversion takes effect when the certificate of limted
partnership is filed or at any |l ater date specified in the certificate.

(6) A general partner who becones alimted partner as a result of
the conversion remains |iable as a general partner for an obligation
i ncurred by the partnership before the conversion takes effect. If the
other party to a transaction with the limted partnership reasonably
bel i eves when entering the transaction that the limted partner is a
general partner, the limted partner is liable for an obligation
incurred by the limted partnership within ninety days after the
conversion takes effect. Thelimted partner’s liability for all other
obligations of the limted partnership incurred after the conversion
takes effect is that of alimted partner as provided in the Washi ngton
uniformlimted partnership act.

NEW SECTI ON. Sec. 903. CONVERSI ON  OF LIM TED PARTNERSH P TO
PARTNERSHI P. (1) A limted partnership may be converted to a
partnership pursuant to this section
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(2) Notwithstanding a provision to the contrary in a limted
partnership agreenent, the ternms and conditions of a conversion of a
limted partnership to a partnership nust be approved by all of the
partners.

(3) After the conversion is approved by the partners, the limted
partnership shall cancel its certificate of Iimted partnership.

(4) The conversion takes effect when the certificate of limted
partnership is cancel ed.

(5) Alimted partner who becones a general partner as a result of
the conversion remains liable only as a limted partner for an
obligation incurred by the limted partnership before the conversion
takes effect. Except as otherw se provided in section 306 of this act,
the partner is liable as a general partner for an obligation of the
partnership incurred after the conversion takes effect.

NEW SECTI ON..  Sec. 904. EFFECT OF CONVERSI ON; ENTI TY UNCHANGED
(1) A partnership or limted partnership that has been converted
pursuant to this article is for all purposes the sane entity that
exi sted before the conversion.

(2) When a conversion takes effect:

(a) Al property owned by the converting partnership or limted
partnership remains vested in the converted entity;

(b) Al obligations of the converting partnership or limted
partnership continue as obligations of the converted entity; and

(c) An action or proceeding pending against the converting
partnership or I|imted partnership my be continued as if the
conversion had not occurred.

NEW SECTI ON.  Sec. 905. MERGER OF PARTNERSHI PS. (1) One or nore
donesti c partnershi ps nay nerge with one or nore donestic partnerships,
donestic limted partnerships, donesticlimtedIliability conpanies, or
donestic corporations pursuant to a plan of nerger approved or adopted
as provided in section 906 of this act.

(2) The plan of nerger nust set forth:

(a) The nane of each partnership, limted liability conpany,
limted partnership, and corporation planning to nerge and t he nane of
the surviving partnership, limted Iliability conpany, l[imted
partnership, or corporation into which the other partnership, limted
l[iability conpany, limted partnership, or corporation plans to nerge;
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(b) The ternms and conditions of the nmerger; and

(c) The manner and basis of converting the interests of each nenber
of each imted liability conpany, the partnership interests in each
partnership and each limted partnership, and the shares of each
corporation party to the nerger into the interests, shares,
obligations, or other securities of the surviving or any other
partnership, limted liability conpany, I|imted partnership, or
corporation or into cash or other property in whole or part.

(3) The plan of nerger may set forth:

(a) Amendnents to the certificate of formation of the surviving
limted liability conpany;

(b) Amendnents to the certificate of |imted partnership of the
surviving limted partnership;

