SENATE BILL REPORT
SB 5999

As Passed Senate, February 10, 2014
Title: An act relating to corporate entity conversions.
Brief Description: Concerning corporate entity conversions.

Sponsors: Senators Pedersen, O'Ban, Kline and Fain; by request of Washington State Bar
Association.

Brief History:
Committee Activity: Law & Justice: 1/13/14, 1/15/14 [DP].
Passed Senate: 2/10/14, 48-0.

SENATE COMMITTEE ON LAW & JUSTICE

Majority Report: Do pass.
Signed by Senators Padden, Chair; O'Ban, Vice Chair; Kline, Ranking Member;
Darneille, Pearson, Pedersen and Roach.

Staff: Tim Ford (786-7423)

Background: Washington law authorizes organizations to be created in many forms.
Examples of organizations include a partnership, limited partnership, corporation, limited
liability corporations (LLCs), etc. Organizations may choose to restructure their form. A
conversion is a statutorily authorized process that allows an organization to change its form
though a single filing with the Secretary of State. The converted entity is the same entity
with a new form. All property owned by the converting organizations remains vested with
the converted organization. All debts, liabilities, and other obligations continue with the
converted organization. All the rights, privileges, immunities, powers, and purposes continue
with the converted organization.

Washington law authorizes an organization to convert to and from a limited partnership. This
conversion process is specific to a limited partnership. Washington law does not authorize a
similar conversion process specific to other organizations such as corporations and LLCs.

Summary of Bill: Conversion is authorized for an organization to and from an LLC, and
also to and from a domestic corporation. The conversion provision excludes certain entities
such as nonprofit corporations, miscellaneous corporations, and governmental or quasi-
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governmental organizations. Conversion is authorized in a single filing with the Secretary of
State. A converted organization is the same entity that existed prior to the conversion and
retains all of its assets, liabilities, debts, and obligations. For a converting LLC, a plan of
conversion must be consented to by all members of the LLC. For a converting domestic
corporation, a plan of conversion must be adopted by the corporation's board and approved
by the corporation's shareholders entitled to vote. A voting shareholder may dissent from
conversion and receive a fair-value payment for their shares when the shares in the newly
converted organization are not as favorable in all material respects.

Appropriation: None.

Fiscal Note: Not requested.

Committee/Commission/Task Force Created: No.

Effective Date: Ninety days after adjournment of session in which bill is passed.

Staff Summary of Public Testimony: PRO: The bill allows entity conversion in a
streamlined single-step process which is less costly. It is a modernization of business law.
Twenty-eight states already have conversion provisions in law. Minority rights are well

protected by the bill.

Persons Testifying: PRO: Doug Batey, WA State Bar Assn.
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