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ENGROSSED HOUSE BI LL 2322

Passed Legislature - 2000 Regul ar Sessi on
St ate of WAshi ngt on 56th Legislature 2000 Regul ar Sessi on
By Representatives Esser, Lantz, Constantine, Carlson and Hurst

Prefiled 12/21/1999. Read first tinme 01/10/2000. Referred to
Comm ttee on Judiciary.

AN ACT Relating to partnerships and limted liability conpani es;
amendi ng RCW 25. 15. 005, 25.15.130, 25.15.270, 25.10.080, 25.10.220,
25.10. 230, 25.10.440, 25.10.660, 25.05.050, and 25.05.225; and addi ng
a new section to chapter 25.15 RCW

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

Sec. 1. RCW25.15.005 and 1995 ¢ 337 s 13 are each anended to read
as follows:

As used in this chapter, unless the context otherw se requires:

(1) "Certificate of formati on" neans the certificate referredtoin
RCW 25. 15. 070, and the certificate as anended.

(2) "Event of dissociation" neans an event that causes a person to
cease to be a nenber as provided in RCW 25. 15. 130.

(3) "Foreign limted liability conpany" nmeans an entity that is
formed under

(a) The limted liability conpany | aws of any state other than this
state; or

(b) The laws of any foreign country that is: ((AH4)) () An
uni ncor por ated associ ation, ((B-f++})) (ii) formed under a statute
pursuant to which an association nmay be forned that affords to each of

p. 1 EHB 2322. SL
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its nmenbers |imted liability with respect to the liabilities of the
entity, and ((¢&H++H)})) (iii) not required, in order to transact
business or conduct affairs in this state, to be registered or
qualified under Title 23B or 24 RCW or any other chapter of the
Revi sed Code of Washington authorizing the formation of a donestic
entity and the registration or qualification in this state of simlar
entities formed under the laws of a jurisdiction other than this state.

(4) "Limted liability conpany” and "donestic limted liability
conpany” neans a limted |iability conpany having one or nore nenbers

that is organized and existing under this chapter.

(5 "Limted liability conpany agreenent” neans any witten
agreenent of the nmenbers, or any witten statenent of the sole nenber,
as tothe affairs of alimted liability conpany and the conduct of its
busi ness which is binding upon ((aH—ef)) the nenber or nenbers.

(6) "Limted liability conpany interest” neans a nenber’s share of
the profits and losses of alimted liability conpany and a nenber’s
right to receive distributions of the limted liability conpany’s
asset s.

(7) "Manager" or "managers" neans, wth respect to a limted
l[iability conmpany that has set forth in its certificate of formation
that it is to be managed by managers, the person, or persons desi gnated
in accordance with RCW 25. 15. 150(2).

(8) "Menber" neans a person who has been admtted to a limted
l[iability conpany as a nenber as provided in RCW25.15. 115 and who has
not been dissociated fromthe limted liability conpany.

(9) "Person" means a natural person, partnership (whether general
or limted and whet her donestic or foreign), limted liability conpany,
foreign limted liability conpany, trust, estate, association
corporation, custodian, nom nee, or any other individual or entity in
its own or any representative capacity.

(10) "Professional limted liability conmpany" neans a limted
l[itability conmpany which is organized for the purpose of rendering
pr of essi onal service and whose certificate of formation sets forth that
it is a professional |imted liability conpany subject to RCW
25. 15. 045.

(11) "Professional service" neans the sane as defined under RCW
18. 100. 030.

EHB 2322. SL p. 2
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(12) "State" nmeans the District of Colunbia or the Commobnweal t h of
Puerto Rico or any state, territory, possession, or other jurisdiction
of the United States other than the state of Washi ngton.

Sec. 2. RCW25.15.130 and 1995 ¢ 337 s 17 are each anended to read
as follows:

(1) A person ceases to be a nenber of alimted liability conpany,.
and the person or its successor in interest attains the status of an

assignee as set forth in RCW25.15.250(2), upon the occurrence of one

or nore of the foll ow ng events:

(a) The nmenber dies or withdraws by voluntary act fromthe limted
liability conpany as provided in subsection (3) of this section;

(b) The nenber ceases to be a nenber as provided in RCW
25.15.250(2)(b) followng an assignnment of all the nenber’'s limted
l[iability conpany interest;

(c) The nmenber is renobved as a nenber in accordance with the
l[imted liability conpany agreenent;

(d) Unless otherwise provided in the l[imted liability conpany
agreenent, or with the witten consent of all other nenbers at the
time, the nenmber (i) nakes a general assignnent for the benefit of
creditors; (ii) files avoluntary petition in bankruptcy; (iii) becones
the subject of an order for relief in bankruptcy proceedings; (ivVv)
files a petition or answer seeking for hinmself or herself any
reorgani zati on, arrangenent, conposition, readjustnment, |iquidation
di ssolution, or simlar relief under any statute, |law, or regul ation;
(v) files an answer or other pleading admtting or failing to contest
the material allegations of a petition filed against himor her in any
proceeding of the nature described in (d) (i) through (iv) of this
subsection; or (vi) seeks, <consents to, or acquiesces in the
appoi ntnment of a trustee, receiver, or liquidator of the nenber or of
all or any substantial part of the nmenber’s properties;

(e) Unless otherwise provided in the l[imted liability conpany
agreenent, or with the consent of all other nenbers at the tinme, one
hundred twenty days after the commencenent of any proceedi ng agai nst
the nenber seeking reorganization, arrangenent, conposi tion,
readj ustnment, liquidation, dissolution, or simlar relief under any
statute, law, or regul ation, the proceedi ng has not been di sm ssed, or
if wwthin ninety days after the appointnent without his or her consent
or acqui escence of a trustee, receiver, or |liquidator of the nenber or

p. 3 EHB 2322. SL
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of all or any substantial part of the nenber’s properties, the
appoi ntnment is not vacated or stayed, or within ninety days after the
expiration of any stay, the appointnent is not vacated;

(f) Unless otherwise provided in the l[imted liability conpany
agreenent, or with witten consent of all other nenbers at the tinme, in
the case of a menber who is an individual, the entry of an order by a
court of conpetent jurisdiction adjudicating the nenber incapacitated,
as used and defined under chapter 11.88 RCW as to his or her estate;

(g) Unless otherwise provided in the l[imted liability conpany
agreenent, or with witten consent of all other nenbers at the tinme, in
the case of a nenber that is another limted liability conpany, the
di ssolution and commencenent of wi nding up of such limted liability
conpany;

(h) Unless otherwise provided in the l[imted liability conpany
agreenent, or with witten consent of all other nenbers at the tinme, in
the case of a menber that is a corporation, the filing of articles of
di ssolution or the equivalent for the corporation or the admnistrative
di ssolution of the corporation and the | apse of any period authorized
for application for reinstatenent; or

(1) Unless otherwise provided in the l[imted liability conpany
agreenent, or with witten consent of all other nenbers at the tinme, in
the case of a nenber that is alimted partnership, the dissolution and
commencenent of wi nding up of such Ilimted partnership.

(2) The limted liability conmpany agreenment may provide for other
events the occurrence of which result in a person ceasing to be a
menber of the limted liability conpany.

(3) A nmenber may wwthdraw froma l[imted liability conpany at the
time or upon the happening of events specified in and in accordance
wththelimtedIliability conpany agreenent. If thelimted liability
conpany agreenent does not specify the time or the events upon the
happeni ng of which a nenber may wi thdraw, a nenber nay not w thdraw
prior tothe tine for the dissolution and comencenent of w ndi ng up of
the limted liability conpany, without the witten consent of all other
menbers at the tine.

NEW SECTION. Sec. 3. A new section is added to chapter 25.15 RCW
under the subchapter heading "Article V' to read as foll ows:

In the event of the death, resignation, or renoval of the sole
remai ning manager, or if one of the events described in RCW

EHB 2322. SL p. 4
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25.15.130(1) (d) through (i) occurs with regard to the sole renmaining
manager, and unless the limted liability conmpany agreenent provides
otherwise, the limted liability conpany shall becone nenber-nmanaged
unl ess one or nore managers are appointed by majority vote of the
menbers within ninety days after the occurrence of such an event.

Sec. 4. RCW 25. 15. 270 and 1997 ¢ 21 s 1 are each anended to read
as foll ows:

Alimted liability conpany is dissolved and its affairs shall be
wound up upon the first to occur of the follow ng:

(1) The dissolution date, if any, specified in ((a—»Hmted
iabiti . : I . i ed I

he_dissoluti I Lo thi : hed > Lon)) the

certificate of formation. If a dissolution date is not specified in
the certificate of formation, thelimted liability conpany’s exi stence
Wil continue until the first to occur of the events described in
subsections (2) through (6) of this section. If a dissolution date is

specified in the ((agreerent—t—s—+enewableby—econsent)) certificate

of formation, the certificate of formation nay be anended and the
existence of the limted liability conpany may be extended by vote of
all the nenbers;

(2) The happening of events specified in a limted liability
conpany agreenent;

(3) The witten consent of all nenbers;

(4) Unless the limted liability conpany agreenent provides
ot herwi se, ninety days follow ng an event of dissociation of ((a)) the

Last renmining menber, unless ((the—busi-ness—of—thetritedtabitity

agreenent)) those having the rights of assignees in the limted
liability conmpany under RCW 25.15.130(1) have, by the ninetieth day,
voted to admt one or nore nenbers, voting as though they were nenbers,
and in the manner set forth in RCW25.15.120(1);

(5 The entry of a decree of judicial dissolution under RCW
25.15. 275; or

p. 5 EHB 2322. SL
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(6) The expiration of tw years after the effective date of
di ssolution under RCW 25.15.285 wthout the reinstatenent of the
limted liability conpany.

Sec. 5. RCW25.10.080 and 1987 ¢ 55 s 5 are each anended to read
as follows:

(1) Inorder toforma limted partnership a certificate of limted
partnership nust be executed and duplicate originals filed in the
office of the secretary of state. The certificate shall set forth:

(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 nanme and the geographical and mailing addresses of each
general partner;

(d) If the limted partnership is to have a specific date of
di ssolution, 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.

(2) Alimted partnership is formed at the tine of the filing of
the certificate of limted partnership in the office of the secretary
of state or at any later time specified in the certificate of limted
partnership if, in either case, there has been substantial conpliance
with the requirenments of this section.

Sec. 6. RCW25.10.220 and 1981 ¢ 51 s 22 are each anended to read
as follows:

Unl ess otherw se provided in the partnership agreenent, after the
filing of a limted partnership’s original certificate of limted
partnership, additional general partners may be admtted only with the
specific witten consent of each general partner, if any, and limted
partners representing at least two-thirds of the agreed value, as
stated in the records of the partnership required to be kept under RCW
25.10.050, of contributions nmade, or required to be made, by all
l[imted partners.

Sec. 7. RCW25.10.230 and 1987 c 55 s 18 are each anended to read
as foll ows:

EHB 2322. SL p. 6
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Except as approved by the specific witten consent of all partners
at the tinme, a person ceases to be a general partner of a |limted
partnership, and the person or its successor in interest attains the
status of an assignee as set forth in RCW 25.10.400(1), upon the

happeni ng of any of the follow ng events:

(1) The general partner withdraws fromthe limted partnership as
provi ded in RCW 25. 10. 320;

(2) The general partner ceases to be a nenber of the limted
partnership as provided in RCW 25. 10. 400;

(3) The general partner is renoved as a general partner in
accordance with the partnership agreenent;

(4) Unless otherwise provided in witing in the partnership
agreenent, the general partner:

(a) Makes an assignnent for the benefit of creditors;

(b) Files a voluntary petition in bankruptcy;

(c) I's adjudicated a bankrupt or insolvent;

(d) Files a petition or answer seeking for hinself or herself any
reorgani zati on, arrangenent, conposition, readjustnment, |iquidation
di ssolution, or simlar relief under any statute, |law, or regul ation;

(e) Files an answer or other pleading admtting or failing to
contest the material allegations of a petition filed agai nst hi mor her
in any proceeding of this nature; or

(f) Seeks, consents to, or acquiesces in the appointnment of a
trustee, receiver, or liquidator of the general partner or of all or
any substantial part of his or her properties;

(5 Unless otherwise provided in the certificate of I|imted
partnership, ninety days after the comrencenent of any proceeding
against the general partner seeking reorganization, arrangenent,
conposition, readjustnent, |iquidation, dissolution, or simlar relief
under any statute, law, or regulation, the proceeding has not been
dism ssed, or if within sixty days after the appointnent w thout the
general partner’s consent or acquiescence of a trustee, receiver, or
i qui dator of the general partner of all or any substantial part of his
or her properties, the appointnent is not vacated or stayed, or within
sixty days after the expiration of any such stay, the appointnent is
not vacated;

(6) In the case of a general partner who is a natural person

(a) His or her death; or

p. 7 EHB 2322. SL
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(b) The entry by a court of conpetent jurisdiction adjudicating the
general partner inconpetent to manage his or her person or estate;

(7) I'n the case of a general partner who is acting as a genera
partner by virtue of being a trustee of a trust, the term nation of the
trust (but not nerely the substitution of a new trustee);

(8 In the case of a general partner that is a separate
partnership, the dissolution and commencenent of w nding up of the
separ ate partnership;

(9) In the case of a general partner that is a corporation, the
filing of a certificate of dissolution, or its equivalent, for the
corporation or the revocation of its charter; or

(10) In the case of an estate, the distribution by the fiduciary of
the estate’s entire interest in the partnership.

Sec. 8. RCW25.10.440 and 1996 ¢ 76 s 3 are each anmended to read
as follows:

Alimted partnership is dissolved and its affairs shall be wound
up upon the happening of the first to occur of the foll ow ng:

(1) ((At)) The dissolution date, if any, specified in the
certificate of limted partnership ((as—arenrdedF+romtiretotine—or
” I . fied I hichi hi : I

¢ . I SRIEE I  ainal e ST I
partnership)). If a dissolution date is not specified in the
certificate of [imted partnership, thelimted partnership’ s existence
shall continue until the first to occur of the events described in
subsections (2) through (6) of this section. |If a dissolution date is
specified in the certificate of limted partnership and unless the
limted partnership agreenent provides otherwise, the certificate of
l[imted partnership may be anended and the existence of the limted
partnership my be extended by the vote of all the partners;

(2) Upon the happening of events specified in the partnership
agreenent ;
(3) Witten consent of all partners;

EHB 2322. SL p. 8



© 00 N O Ol WDN P

N NR R R R RRRPR R R
R O © 0o NO o W DN P O

22
23
24
25
26

27
28
29
30
31
32

33
34
35
36

addt+-t+enal—general—partners—f—necessary—or—desired)) Unless the

l[imted partnership agreenent provides otherw se, ninety days
foll ow ng:

(a) The withdrawal of, or the assignnent of the interest of, the
last remaining limted partner if by the ninetieth day a majority of
t he nunber of general partners have failed to vote to admt one or nore
limted partners; or

(b) An event of wthdrawal with respect to the last remaining
general partner if by the ninetieth day the |limted partners have
failed to vote to admt one or nore general partners. For the purposes
of this subsection (4)(b) and unless the limted partnership agreenent
provi des otherwi se, the vote of the limted partners shall be the vote
of limted partners representing two-thirds of the total agreed val ue,
as stated in the records of the partnership required to be kept under
RCW 25. 10. 050, of contributions made, or required to be made, by all
limted partners;

(5) Entry of a decree of judicial dissolution under RCW25. 10. 450;

or
(6) Adm nistrative dissolution under RCW 25. 10. 455.

Sec. 9. RCW25.10.660 and 1981 ¢ 51 s 66 are each anended to read
as follows:

I n any case not provided for in this chapter, the provisions of the
Washi ngton revised uniform partnership act, or its successor statute,
govern.

Sec. 10. RCW 25.05.050 and 1998 ¢ 103 s 201 are each anended to
read as foll ows:

(1) A partnershipis an entity distinct fromits partners.

(2) Alimted liability partnership continues to be the sane entity

that exi sted before the filing of ((a—staterent—of—qualfiecation—under
ROW-25-05-420)) an application under RCW 25. 05.500(2).

Sec. 11. RCW 25.05.225 and 1998 ¢ 103 s 601 are each anended to
read as foll ows:

A partner is dissociated froma partnership upon the occurrence of
any of the follow ng events:

p. 9 EHB 2322. SL
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(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
transfer for security purposes or a court order charging the partner’s
interest which, in either case, has not been forecl osed;

(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 conpany 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 RCW 25.05. 165; 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

EHB 2322. SL p. 10
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(d) Failing, within ninety days after the appointnent, to have
vacated 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

(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, limted liability conpany, trust, or estate.

Passed the House January 31, 2000.

Passed the Senate February 29, 2000.

Approved by the Governor March 27, 2000.

Filed in OOfice of Secretary of State March 27, 2000.
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