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Title: An act relating to the uniform limited partnership act.

Brief Description: Creating the uniform limited partnership act.

Sponsors: Representatives Pedersen and Rodne; by request of Washington State Bar
Association.

Brief Summary of Bill

* Replaces the Washington Revised Uniform Limited Partnership Act with the new
Washington Uniform Limited Partnership Act.

Hearing Date: 1/12/09
Staff: Edie Adams (786-7180)
Background:

Washington first adopted a Uniform Limited Partnership Act in 1945. In 1981, Washington
enacted the Revised Uniform Limited Partnership Act (RULPA), which has since been amended
a number of times. The Washington RULPA governs the formation and operation of limited
partnerships.

A limited partnership is a form of business organization that consists of one or more general
partners and one or more limited partners. General partners manage the business and are
personally liable for the debts and obligations of the limited partnership. Limited partners are
liable for the partnership's debts and obligations only to the extent of their contributions to the
partnership, except in limited circumstances where the limited partner participates in control of
the business. Limited partnerships are formed by filing a certificate of limited partnership with
the Secretary of State.

This analysis was prepared by non-partisan legislative staff for the use of legislative
members in their deliberations. This analysis is not a part of the legislation nor does it
constitute a statement of legislative intent.
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The RULPA establishes provisions for the creation and operation of limited partnerships that
cover: requirements for filing a certificate of limited partnership with the Secretary of State, and
procedures for amending the certificate; the rights, duties, liabilities, and relationships of limited
partners and general partners; financing of the limited partnership and sharing of profits and
losses; withdrawal and distribution rights of partners; assignment rights of partnership interests;
and dissolutions and mergers of limited partnerships.

The RULPA is not a stand-alone act. It is linked to and dependent on provisions of the Revised
Uniform Partnership Act (RUPA). The RULPA provides that limited partnerships are subject to
provisions of the RUPA in areas not covered by RULPA. Prior to RUPA's adoption in 1998, the
general partnership law also contained links to the RULPA. However, when RUPA was enacted,
the linking language in RUPA was eliminated.

In 2001 the National Conference of Commissioners on Uniform State Laws adopted a new
version of the RULPA, referred to simply as the Uniform Limited Partnership Act (ULPA), even
though it is an amendment to the Revised Uniform Limited Partnership Act.

In 2005, the Partnership and LLC Law Committee of the Washington State Bar Association's
Business Section (Committee) began a review of the 2001 ULPA to determine whether it should
be adopted in Washington. The Committee recommends adoption of the 2001 ULPA, with
changes appropriate to conform to other business entity statutes in Washington.

Summary of Bill:

The Washington Uniform Limited Partnership Act (WULPA) is adopted and replaces the
Washington Revised Uniform Limited Partnership Act. The WULPA contains changes to many
aspects of limited partnership law to update and modernize the statute and to conform the
provisions more closely to statutes governing other business entities in Washington. An
overview of some of the more substantial changes provided in the act is provided below.

De-linkage from the Revised Uniform Partnership Act

The WULPA is a stand-alone act that is no longer linked to and dependent on the Revised
Uniform Partnership Act (RUPA). As a result, many provisions of the RUPA that applied to the
current Revised Uniform Limited Partnership Act are included as new provisions in the
WULPA.

General Provisions

A specific statement is added that a limited partnership is an entity distinct from its partners and
that the limited partnership may be organized for any lawful purpose and has a perpetual
duration. The general rule is provided that the partnership agreement controls the operation of
the limited partnership, except in specific areas of the WULPA that may not be waived by the
partnership agreement. The list of non-waivable provisions is similar to those currently provided
under the general partnership law.

Circumstances under which a person will be deemed to have constructive notice of a fact
concerning a limited partnership are provided and are similar to constructive notice provisions
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under the general partnership law. Additional constructive notice provisions provide that a
person has constructive notice of certain actions or occurrences 90 days after the filing of a
record concerning the action or occurrence.

The process and requirements for filing an initial and amended certificate of limited partnership
and for filing and correcting other records with the Secretary of State (SOS) are updated,
including a provision establishing default rules on the effective time and date of filings. In
addition, requirements for the signing of records filed with the SOS are updated and expanded.
Limited partnerships must file annual, rather than periodic, reports with the SOS.

Limited Liability Limited Partnership Status

A limited partnership may opt to become a limited liability limited partnership by including a
statement to that effect in its certificate of limited partnership. Status as a limited liability
limited partnership provides general partners with a shield from liability for obligations of the
limited liability limited partnership.

Limited and General Partners

Provisions regarding access to information by a partner are modified to expand the list of
information that must be provided without a showing of good cause. However, the limited
partnership, through the partnership agreement, may impose reasonable restrictions on the
availability and use of the information. The circumstances under which a partner has access to
other information of the limited partnership are updated and access rights are provided for former
partners of the limited partnership.

Provisions regarding when a general partner or a limited partner is dissociated from the limited
partnership for cause are established and are similar to provisions on dissociation provided in
RUPA. A limited partner has no right to voluntarily dissociate from the limited partnership;
however the limited partner has the power to dissociate unless eliminated by the partnership
agreement. A partner that is dissociated from the limited partnership is no longer entitled to a
payout of fair value for the partner's interest in the limited partnership; rather, the partner
becomes a transferee of the interest.

Limited partners: The circumstance under which a limited partner may incur liability for limited
partnership obligations is eliminated. A limited partner is not liable for any of the limited
partnership's obligations, even if the limited partner participates in the management and control
of the business.

Specific duties of limited partners are established. A limited partner does not have a fiduciary
duty to the limited partnership or another partner. However, a limited partner does have an
obligation of good faith and fair dealing in exercising rights and discharging duties under the
partnership agreement or under the act.

General partners: Provisions regarding a general partner's powers, rights, duties and obligations
are provided and are consistent with existing provisions in RUPA governing these issues. A
general partner in a limited liability limited partnership is not liable for the obligations of the
limited liability limited partnership.
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Distributions

Provisions regarding improper distributions of the limited partnership's assets are modified
consistent with the approach of the Washington Business Corporations Act. A limited
partnership may base a determination that a distribution is not improper on financial statements
that are based on reasonable accounting practices or on a fair valuation method that is reasonable
under the circumstances. Criteria for determining whether the effect of a distribution would
make the distribution improper are provided.

Dissolutions

Circumstances under which a limited partnership may be dissolved are modified. The consent of
all partners is no longer required for dissolution. Rather, dissolution is allowed with the consent
of all general partners and of limited partners owning a majority of rights to receive distributions.
There is no dissolution of a limited partnership following dissociation of a general partner unless
the limited partnership has no remaining general partner. In that case, dissolution occurs unless,
within 90 days of the dissociation of the last general partner, a new general partner is admitted
upon consent of limited partners owning a majority of the rights to receive distributions.

Procedures for barring claims against a dissolved limited partnership are established consistent
with the approach in the Washington Business Corporation Act. In the case of known claims, the
limited partnership may dispose of the claims by providing notice to the claimant of the
dissolution. The notice must specify the information required and deadline for submitting a
claim. If a claimant fails to file a claim with the limited partnership by the deadline, or fails to
bring suit within 90 days if a submitted claim is rejected, the claim is barred. In the case of
unknown claims, the limited partnership may dispose of the claims by publishing notice of the
procedure for submitting claims against the limited partnership, and if the claimant does not
bring suit to enforce the claim within three years of the notice, the claim is barred.

Conversions

Limited partnerships are authorized to convert their business to or from: a general partnership,
including a limited liability partnership; limited partnership, including a limited liability
partnership; limited liability company; business trust; corporation; or any other entity having a
governing statute. Requirements for effectuating and filing a conversion, and the effect of a
conversion, are provided.

Application

The act applies to all limited partnerships formed on or after January 1, 2010. Limited
partnerships formed prior to January 1, 2010, may elect to be governed by the act as of the act's
effective date, except for certain specified provisions that will not apply until July 1, 2010. On

July 1, 2010, all partnerships are subject to the act, whether formed before, on, or after January 1,
2010.

Appropriation: None.

Fiscal Note: Requested on January 13, 2009.

House Bill Analysis -4- HB 1067



Effective Date: January 1, 2010 for all sections except section 1305, which takes effect July 1,
2010.
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