M SSI SSI PPl LEQ SLATURE REGULAR SESSI ON 2004

By:

OCO~NOUITRAWNE

Representative Pierce To: Judiciary A

HOUSE BI LL NO. 926

AN ACT TO CREATE THE UNI FORM PARTNERSHI P ACT (1997); TO ENACT
DEFI NI TIONS FOR THE ACT; TO SPECI FI CALLY DEFI NE KNOALEDGE AND
NOTI CE; TO MAKE PROVI SI ON CONCERNI NG THE EFFECT OF A PARTNERSHI P
AGREEMENT AND NONWAI VABLE PROVI SI ONS THEREI'N;, TO PROVI DE FOR
SUPPLEMENTAL LAW TO ENACT PROVI SI ONS CONCERNI NG THE EXECUTI ON,
FI LI NG AND RECORDI NG OF STATEMENTS; TO MAKE PROVI SI ON AS TO WHAT
LAW GOVERNS A PARTNERSHI P AGREEMENT; TO PROVI DE THAT PARTNERSHI PS
GOVERNED BY THE ACT ARE SUBJECT TO SUBSEQUENT AMENDVENT OR REPEAL
OF THE ACT; TO ENACT CERTAI N PROVI SI ONS CONCERNI NG THE NATURE AND
FORVATI ON OF A PARTNERSHI P AND WHEN PROPERTY BELONGS TO A
PARTNERSHI P; TO MAKE CERTAI N PROVI SI ONS CONCERNI NG THE
RELATI ONSHI P OF PARTNERS TO PERSONS DEALI NG W TH A PARTNERSHI P
THE TRANSFER OF PARTNERSHI P PROPERTY, EXERCI SE OF PARTNERSHI P
AUTHORI TY, THE PARTNERSHI P'S LI ABI LI TY FOR A PARTNER S CONDUCT, A
PARTNER S LI ABI LI TY AND ACTI ONS BY AND AGAI NST PARTNERSHI PS; TO
ENACT PROVI SI ONS TO GOVERN THE RELATI ONS OF PARTNERS TO EACH OTHER
AND TO THE PARTNERSHI P, | NCLUDI NG A PARTNER S RI GHTS AND STANDARDS
OF CONDUCT AND THE TERM OF CONTI NUATI ON OF A PARTNERSHI P; TO ENACT
PROVI SI ONS CONCERNI NG TRANSFEREES AND CREDI TORS OF A PARTNER AND
TRANSFERABI LI TY OF A PARTNERSHI P | NTEREST; TO PROVI DE WHAT EVENTS
CAUSE A PARTNER S DI SSOCI ATI ON AND THE EFFECT THEREOF; TO PROVI DE
FOR THE PURCHASE OF A DI SSOCI ATED PARTNER S | NTEREST AND THE
Rl GHTS AND DUTI ES OF A DI SSOCI ATED PARTNER; TO PROVI DE FOR THE
W NDI NG UP OF PARTNERSHI P BUSI NESS; TO PROVI DE FOR CONVERSI ONS AND
MERCGERS; TO ENACT SPECI FI C PROVI SIONS FOR LIM TED LI ABILITY
PARTNERSHI PS AND FOREI GN LI M TED LI ABI LI TY PARTNERSHI PS; TO MAKE
TRANSI TI ONAL PROVI SI ONS FOR | MPLEMENTATI ON OF THE ACT; TO REPEAL
SECTI ONS 79-12-1, 79-12-3, 79-12-5, 79-12-7, 79-12-9, 79-12-11,
79-12-13, 79-12-15, 79-12-17, 79-12-19, 79-12-21, 79-12-23,
79-12-25, 79-12-27, 79-12-29, 79-12-31, 79-12-33, 79-12-35,
79-12-37, 79-12-39, 79-12-41, 79-12-43, 79-12-45, 79-12-47,
79-12-49, 79-12-51, 79-12-53, 79-12-55, 79-12-57, 79-12-59,
79-12-61, 79-12-63, 79-12-65, 79-12-67, 79-12-69, 79-12-71,
79-12-73, 79-12-75, 79-12-77, 79-12-79, 79-12-81, 79-12-83,
79-12-85, 79-12-87, 79-12-89, 79-12-91, 79-12-93, 79-12-95,
79-12-97, 79-12-99, 79-12-101, 79-12-103, 79-12-105, 79-12-107,
79-12-109, 79-12-111, 79-12-113, 79-12-115, 79-12-117 AND
79-12-119, M SSI SSI PPl CODE OF 1972, VWH CH CONSTI TUTE THE
M SSI SSI PPl UNI FORM PARTNERSHI P LAW AS OF JANUARY 1, 2006; AND
FOR RELATED PURPOSES.

BE I T ENACTED BY THE LEGQ SLATURE OF THE STATE OF M SSI SSI PPI
ARTI CLE 1
GENERAL PROVI SI ONS
SECTION 1. Definitions. 1In this act:
(1) "Business" includes every trade, occupation, and

pr of essi on.
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(2) "Debtor in bankruptcy" neans a person who is the
subj ect of:

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

(1i) A conparable order under federal, state, or
foreign | aw governi ng i nsol vency.

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

(4) "Foreign limted liability partnership” neans a
partnership that:

(1) |Is formed under |aws other than the |aws of
this state; and

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

(5 "Limted liability partnership" neans a partnership
that has filed a statenent of qualification under Section 1001 and
does not have a simlar statenent in effect in any other
jurisdiction.

(6) "Partnership" neans an association of two (2) or
nore persons to carry on as co-owners a business for profit forned
under Section 202, predecessor |aw, or conparable |aw of another
jurisdiction.

(7) "Partnership agreenent” neans the agreenent,
whet her witten, oral, or inplied, anong the partners concerning
the partnership, including anmendnents to the partnership
agr eenent .

(8) "Partnership at will" means a partnership in which
the partners have not agreed to remain partners until the
expiration of a definite termor the conpletion of a particular

undert aki ng.
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(9) "Partnership interest” or "partner's interest in
the partnership" neans all of a partner's interests in the
partnership, including the partner's transferable interest and al
managenment and ot her rights.

(10) "Person" nmeans an individual, corporation,
busi ness trust, estate, trust, partnership, association, joint
venture, governnment, governnental subdivision, agency, or
instrunmentality, or any other legal or comrercial entity.

(11) "Property" neans all property, real, personal, or
m xed, tangible or intangible, or any interest therein.

(12) "State" neans a state of the United States, the
District of Colunbia, the Combnwealth of Puerto Rico, or any
territory or insular possession subject to the jurisdiction of the
United States.

(13) "Statenent” neans a statenent of partnership
authority under Section 303, a statenent of denial under Section
304, a statenent of dissociation under Section 704, a statenent of
di ssol ution under Section 805, a statement of nerger under Section
907, a statenent of qualification under Section 1001, a statenent
of foreign qualification under Section 1102, or an anendnent or
cancel l ati on of any of the foregoing.

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

SECTION 2. Know edge and noti ce.

(a) A person knows a fact if the person has actual know edge
of it.

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

(1) Knows of it;

(2) Has received a notification of it; or

(3) Has reason to know it exists fromall of the facts

known to the person at the tine in question.
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(c) A person notifies or gives a notification to another by
taki ng steps reasonably required to informthe other person in
ordi nary course, whether or not the other person learns of it.

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

(1) Cones to the person's attention; or

(2) |Is duly delivered at the person's place of business
or at any other place held out by the person as a place for
recei vi ng communi cati ons.

(e) Except as otherw se provided in subsection (f), a person
ot her 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 noti ce,
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 it maintains reasonable routines for
comuni cating significant information to the individual conducting
the transaction and there is reasonabl e conpliance with the
routi nes. Reasonable diligence does not require an individual
acting for the person to communi cate information unless the
comuni cation is part of the individual's regular duties or the
i ndi vi dual has reason to know of the transaction and that the
transaction would be materially affected by the information.

(f) A partner's know edge, notice, or receipt of a
notification of a fact relating to the partnership is effective
i mredi ately as know edge by, notice to, or receipt of a
notification by the partnership, except in the case of a fraud on
the partnership commtted by or with the consent of that partner.

SECTION 3. Effect of partnership agreenent; nonwai vabl e
provi si ons.

(a) Except as otherw se provided in subsection (b),
rel ati ons anong the partners and between the partners and the

partnership are governed by the partnership agreenent. To the
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extent the partnership agreenent does not otherw se provide, this
act governs relations anong the partners and between the partners
and the partnership.

(b) The partnership agreenment nmay not:

(1) Vary the rights and duties under Section 105 except
to elimnate the duty to provide copies of statenents to all of
t he partners;

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

(3) Elimnate the duty of loyalty under Section 404(b)
or 603(b)(3), but:

(i) The partnership agreenent may identify
specific types or categories of activities that do not violate the
duty of loyalty, if not manifestly unreasonable; or

(i) Al of the partners or a nunber or percentage
specified in the partnership agreenent may authorize or ratify,
after full disclosure of all material facts, a specific act or
transaction that otherwi se would violate the duty of |oyalty;

(4) Unreasonably reduce the duty of care under Section
404(c) or 603(b)(3);

(5 Elimnate the obligation of good faith and fair
deal i ng under Section 404(d), but the partnership agreenent my
prescribe the standards by which the perfornmance of the obligation
is to be neasured, if the standards are not manifestly
unr easonabl e;

(6) Vary the power to dissociate as a partner under
Section 602(a), except to require the notice under Section 601(1)
to be in witing;

(7) Vary the right of a court to expel a partner in the
events specified in Section 601(5);

(8 Vary the requirenent to wind up the partnership

busi ness in cases specified in Section 801(4), (5), or (6);
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(9) Vary the law applicable to a limted liability
partnership under Section 106(b); or
(10) Restrict rights of third parties under this act.

SECTI ON 4. Suppl enental principles of |aw

(a) Unless displaced by particular provisions of this act,
the principles of law and equity supplenent this act.

(b) If an obligation to pay interest arises under this act
and the rate is not specified, the rate is that specified in
Section 75-17-1(1), M ssissippi Code of 1972.

SECTI ON 5. Execution, filing, and recording of statenents.

(a) A statenment may be filed in the Ofice 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 Ofice of the
Secretary of State. Either filing has the effect provided in this
act with respect to partnership property |located in or
transactions that occur in this state.

(b) A certified copy of a statenent that has been filed in
the Ofice of the Secretary of State and recorded in the office
for recording transfers of real property has the effect provided
for recorded statements in this act. A recorded statenent that is
not a certified copy of a statenent filed in the Ofice of the
Secretary of State does not have the effect provided for recorded
statenents in this act.

(c) A statenment filed by a partnership nust be executed by
at least two (2) partners. Oher statenents nust be executed by a
partner or other person authorized by this act. An individual who
executes a statenment as, or on behalf of, a partner or other
person naned as a partner in a statenent shall personally declare
under penalty of perjury that the contents of the statenment are
accurate.

(d) A person authorized by this act to file a statenent may

anmend or cancel the statenent by filing an anmendnent or
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cancel l ation that names the partnership, identifies the statenent,
and states the substance of the amendnent or cancell ation.

(e) A person who files a statenent pursuant to this section
shall pronptly send a copy of the statenment to every nonfiling
partner and to any other person naned as a partner in the
statenent. Failure to send a copy of a statenent to a partner or
ot her person does not |imt the effectiveness of the statenent as
to a person not a partner.

(f) The Secretary of State shall charge and collect fees in
t he anmounts specified for the foll ow ng purposes:

(1) Filing of Certificate of Registration of Donestic
or Foreign Limted Liability Partnership - Two Hundred Fifty
Dol I ars ($250. 00).

(i) Filing of Certificate Correcting or Amending a
Certificate of Registration of Domestic or Foreign Limted
Liability Partnership - Fifty Dollars ($50.00).

(tiit) Filing of Certificate of Cancellation of
Regi stration of Donestic or Foreign Limted Liability Partnership
- Twenty-five Dollars ($25.00).

(itv) Any other docunent required or permtted to be
filed by this act - Twenty-five Dollars ($25.00).

(g) The Secretary of State shall have the powers reasonably
necessary to performthe duties required of himunder the
provi sions of this act.

SECTION 6. Governing | aw.

(a) Except as otherw se provided in subsection (b), the | aw
of the jurisdiction in which a partnership has its chief executive
of fice governs rel ations anong the partners and between the
partners and the partnership.

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

part ner shi p.
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SECTION 7. Partnership subject to anmendnent or repeal of
act. A partnership governed by this act is subject to any
anendnent to or repeal of this act.

ARTI CLE 2
NATURE OF PARTNERSHI P

SECTION 8. Partnership as entity.

(a) A partnership is an entity distinct fromits partners.

(b) Alimted liability partnership continues to be the sane
entity that existed before the filing of a statenent of
qual i fication under Section 1001.

SECTION 9. Formation of partnership.

(a) Except as otherw se provided in subsection (b), the
association of two (2) or nore persons to carry on as co-owners a
busi ness for profit fornms a partnership, whether or not the
persons intend to forma partnership.

(b) An association fornmed under a statute other than this
act, a predecessor statute, or a conparable statute of another
jurisdiction is not a partnership under this act.

(c) In determ ning whether a partnership is formed, the
follow ng rul es apply:

(1) Joint tenancy, tenancy in common, tenancy by the
entireties, joint property, commobn 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.

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

(3) A person who receives a share of the profits of a
business is presuned to be a partner in the business, unless the
profits were received in paynent:

(i) O a debt by installnents or otherw se;
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(1i1) For services as an independent contractor or
of wages or other conpensation to an enpl oyee;

(i) O rent;

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

(v) O interest or other charge on a |oan, even if
t he anmount of paynent varies wth the profits of the business,
including a direct or indirect present or future ownership of the
collateral, or rights to inconme, proceeds, or increase in value
derived fromthe collateral; or

(vi) For the sale of the goodwi ||l of a business or
ot her property by installnments or otherw se.

SECTION 10. Partnership property. Property acquired by a
partnership is property of the partnership and not of the partners
i ndi vi dual |y.

SECTI ON 11. Wen property is partnership property.

(a) Property is partnership property if acquired in the nane
of :

(1) The partnership; or

(2) 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 but
w thout an indication of the nane of the partnership.

(b) Property is acquired in the nane of the partnership by a

transfer to:

(1) The partnership in its nane; or

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

(c) Property is presuned to be partnership property if
purchased with partnership assets, even if not acquired in the

name of the partnership or of one or nore partners with an
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indication in the instrument transferring title to the property of
the person's capacity as a partner or of the existence of a
part ner shi p.

(d) Property acquired in the name of one or nore of the
partners, without an indication in the instrunment transferring
title to the property of the person's capacity as a partner or of
the exi stence of a partnership and w thout use of partnership
assets, is presuned to be separate property, even if used for
partnershi p purposes.

ARTI CLE 3
RELATI ONS OF PARTNERS TO
PERSONS DEALI NG W TH PARTNERSHI P
SECTI ON 12. Partner agent of partnership. Subject to the
effect of a statenent of partnership authority under Section 303:
(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
busi ness 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
busi ness of the kind carried on by the partnership binds the
partnership only if the act was authorized by the other partners.

SECTI ON 13. Transfer of partnership property.

(a) Partnership property may be transferred as foll ows:

(1) Subject to the effect of a statenent of partnership
authority under Section 303, partnership property held in the name
of the partnership may be transferred by an instrunent of transfer

executed by a partner in the partnership nane.
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(2) Partnership property held in the nane of one or
nore partners with an indication in the instrunent transferring
the property to themof their capacity as partners or of the
exi stence of a partnership, but w thout an indication of the nane
of the partnership, may be transferred by an instrunent of
transfer executed by the persons in whose nane the property is
hel d.

(3) Partnership property held in the nane of one or
nore persons other than the partnership, without an indication in
the instrunent transferring the property to themof their capacity
as partners or of the existence of a partnership, my be
transferred by an instrunment of transfer executed by the persons
i n whose nanme the property is held.

(b) A partnership may recover partnership property froma
transferee only if it proves that execution of the instrunment of
initial transfer did not bind the partnership under Section 301
and:

(1) As to a subsequent transferee who gave val ue for
property transferred under subsection (a)(1l) and (2), proves that
t he subsequent transferee knew or had received a notification that
t he person who executed the instrument of initial transfer |acked
authority to bind the partnership; or

(2) As to a transferee who gave value for property
transferred under subsection (a)(3), 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 initial transfer |acked authority to bind the
part ner shi p.

(c) 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 (b), from any

earlier transferee of the property.
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(d) 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 docunent in the nanme of the partnership
to evidence vesting of the property in that person and may file or
record the docunent.

SECTI ON 14. Statenent of partnership authority.

(a) A partnership may file a statenent of partnership
authority, which:

(1) Must include:

(1) The name of the partnership;

(ii1) The street address of its chief executive
office and of one (1) office in this state, if there is one;

(ti1) The names and mailing addresses of all of
the partners or of an agent appoi nted and mai ntai ned by the
partnership for the purpose of subsection (b); and

(iv) The nanes of the partners authorized to
execute an instrunent transferring real property held in the nane
of the partnership; and

(2) My state the authority, or Iimtations on the
authority, of some or all of the partners to enter into other
transactions on behalf of the partnership and any other matter.

(b) If a statenment of partnership authority nanmes an agent,
the agent shall maintain a list of the nanes and nuiling addresses
of all of the partners and nake it available to any person on
request for good cause shown.

(c) If afiled statenent of partnership authority is
executed pursuant to Section 105(c) and states the nane of the
partnership but does not contain all of the other information
requi red by subsection (a), the statenent neverthel ess operates
Wi th respect to a person not a partner as provided in subsections
(d) and (e).

(d) Except as otherw se provided in subsection (g), a filed

statenent of partnership authority supplenents the authority of a
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partner to enter into transactions on behalf of the partnership as
fol | ows:

(1) Except for transfers of real property, a grant of
authority contained in a filed statenent of partnership authority
is conclusive in favor of a person who gives val ue w thout
know edge to the contrary, so long as and to the extent that a
limtation on that authority is not then contained in another
filed statenent. A filed cancellation of a limtation on
authority revives the previous grant of authority.

(2) A grant of authority to transfer real property held
in the nane of the partnership contained in a certified copy of a
filed statenment of partnership authority recorded in the office
for recording transfers of that real property is conclusive in
favor of a person who gives value w thout know edge to the
contrary, so long as and to the extent that a certified copy of a
filed statenent containing a limtation on that authority is not
then of record in the office for recording transfers of that real
property. The recording in the office for recording transfers of
that real property of a certified copy of a filed cancellation of
a limtation on authority revives the previous grant of authority.

(e) A person not a partner is deened to know of a limtation
on the authority of a partner to transfer real property held in
the nane of the partnership if a certified copy of the filed
statenment containing the limtation on authority is of record in
the office for recording transfers of that real property.

(f) Except as otherw se provided in subsections (d) and (e)
and Sections 704 and 805, 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.

(g) Unless earlier canceled, a filed statenent of
partnership authority is cancel ed by operation of law five (5)
years after the date on which the statenent, or the nost recent

amendnent, was filed with the Secretary of State.
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SECTION 15. Statenment of denial. A partner or other person
naned as a partner in a filed statenent of partnership authority
or in a list maintained by an agent pursuant to Section 303(b) may
file a statenent of denial stating the nane of the partnership and
the fact that is being denied, which may include denial of a
person's authority or status as a partner. A statenent of deni al
is alimtation on authority as provided in Section 303(d) and
(e).

SECTION 16. Partnership liable for partner's actionable
conduct .

(a) A partnershipis liable for loss or injury caused to a
person, or for a penalty incurred, as a result of a wongful 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.

(b) If, in the course of the partnership's business or while
acting wwth authority of the partnership, a partner receives or
causes the partnership to receive noney or property of a person
not a partner, and the noney or property is msapplied by a
partner, the partnership is liable for the | oss.

SECTION 17. Partner's liability.

(a) Except as otherw se provided in subsections (b) and (c),
all partners are liable jointly and severally for all obligations
of the partnership unless otherw se agreed by the clai mant or
provi ded by | aw.

(b) 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.

(c) An obligation of a partnership incurred while the
partnership is alimted liability partnership, whether arising in
contract, tort, or otherwse, 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
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obligation solely by reason of being or so acting as a partner.
Thi s subsection applies notw thstandi ng anything inconsistent in
the partnership agreenent that existed i mediately before the vote
required to becone a limted liability partnership under Section
1001(b).

SECTI ON 18. Actions by and agai nst partnership and partners.

(a) A partnership nmay sue and be sued in the nanme of the
part ner shi p.

(b) An action may be brought against the partnership and, to
the extent not inconsistent wth Section 306, any or all of the
partners in the sane action or in separate actions.

(c) A judgnent against a partnership is not by itself a
judgnent against a partner. A judgnent against a partnership may
not be satisfied froma partner's assets unless there is also a
j udgnent agai nst the partner.

(d) A judgnent creditor of a partner may not | evy execution
agai nst the assets of the partner to satisfy a judgnent based on a
cl ai m agai nst the partnership unless the partner is personally
| iable for the claimunder Section 306 and:

(1) A judgnment based on the same claimhas been
obt ai ned agai nst the partnership and a wit of execution on the
judgnment has been returned unsatisfied in whole or in part;

(2) The partnership is a debtor in bankruptcy;

(3) The partner has agreed that the creditor need not
exhaust partnership assets;

(4) A court grants perm ssion to the judgnment 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 burdensone, or that the grant of
perm ssion is an appropriate exercise of the court's equitable

powers; or

H B. No. 926 *HR40/R1197*
04/ HRAO/ R1197
PAGE 15 (CJR ED)



501
502
503
504
505
506
507
508
509
510
511
512
513
514
515
516
517
518
519
520
521
522
523
524
525
526
527
528
529
530
531
532

(5) Liability is inposed on the partner by |aw or
contract independent of the existence of the partnership.

(e) This section applies to any partnership liability or
obligation resulting froma representation by a partner or
purported partner under Section 308.

SECTION 19. Liability of purported partner.

(a) If a person, by words or conduct, purports to be a
partner, or consents to being 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 made, 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 nmade 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. |If partnership
liability results, the purported partner is liable with respect to
that liability as if the purported partner were a partner. If no
partnership liability results, the purported partner is liable
wWith respect to that liability jointly and severally with any
ot her person consenting to the representation.

(b) If a person is thus represented to be a partner in an
exi sting partnership, or wwth one or nore persons not partners,
the purported partner is an agent of persons consenting to the
representation to bind themto the sane extent and in the sane
manner as if the purported partner were a partner, with 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

exi sting partnership consent to the representation, the person

H B. No. 926 *HR40/R1197*
04/ HRAO/ R1197
PAGE 16 (CJR ED)



533
534
535
536
537
538
539
540
541
542
543
544
545
546
547
548
549
550
551
552
553
554
555
556
557
558
559
560
561
562
563
564
565

acting and the partners consenting to the representation are
jointly and severally |iable.

(c) A personis not liable as a partner nerely because the
person is nanmed by another in a statenment of partnership
authority.

(d) 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 dissociation fromthe partnership.

(e) Except as otherw se provided in subsections (a) and (b),
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

SECTION 20. Partner's rights and duties.

(a) Each partner is deened to have an account that is:

(1) Credited with an anmount 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

(2) Charged with an anbunt equal to the noney plus the
val ue of any other property, net of the anount of any liabilities,
distributed by the partnership to the partner and the partner's
share of the partnership | osses.

(b) Each partner is entitled to an equal share of the
partnership profits and is chargeable with a share of the
partnership |l osses in proportion to the partner's share of the
profits.

(c) A partnership shall reinburse a partner for paynents
made and indemify 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.
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(d) A partnership shall reinburse a partner for an advance
to the partnership beyond the anount of capital the partner agreed
to contri bute.

(e) A paynent or advance made by a partner which gives rise
to a partnership obligation under subsection (c) or (d)
constitutes a loan to the partnership which accrues interest from
the date of the paynent or advance.

(f) Each partner has equal rights in the managenent and
conduct of the partnership business.

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

(h) 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
part ner shi p.

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

(j) A difference arising as to a matter in the ordinary
course of business of a partnership nmay 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 my
be undertaken only with the consent of all of the partners.

(k) This section does not affect the obligations of a
partnership to other persons under Section 301.

SECTION 21. Distributions in kind. A partner has no right
to receive, and may not be required to accept, a distribution in
ki nd.

SECTION 22. Partner's rights and duties wth respect to
i nformation.

(a) A partnership shall keep its books and records, if any,
at its chief executive office.

(b) A partnership shall provide partners and their agents

and attorneys access to its books and records. It shall provide
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former 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 ordinary business hours. A partnership
may | npose a reasonabl e charge, covering the costs of |abor and
material, for copies of docunents furnished.

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

(1) Wthout demand, any information concerning the
partnership's business and affairs reasonably required for the
proper exercise of the partner's rights and duties under the
partnership agreenent or this act; and

(2) On demand, any other information concerning the
partnership's business and affairs, except to the extent the
demand or the information demanded i s unreasonabl e or otherw se
i nproper under the circunstances.

SECTI ON 23. General standards of partner's conduct.

(a) The only fiduciary duties a partner owes to the
partnership and the other partners are the duty of loyalty and the
duty of care set forth in subsections (b) and (c).

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

(1) To account to the partnership and hold as trustee
for it any property, profit, or benefit derived by the partner in
t he conduct and w nding up of the partnership business or derived
froma use by the partner of partnership property, including the
appropriation of a partnership opportunity;

(2) To refrain fromdealing with the partnership in the
conduct or winding up of the partnership business as or on behalf

of a party having an interest adverse to the partnership; and
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(3) To refrain fromconpeting with the partnership in
t he conduct of the partnership business before the dissolution of
t he partnership.

(c) 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
negl i gent or reckless conduct, intentional m sconduct, or a
knowi ng viol ation of |aw.

(d) A partner shall discharge the duties to the partnership
and the other partners under this act or under the partnership
agreenent and exercise any rights consistently with the obligation
of good faith and fair dealing.

(e) A partner does not violate a duty or obligation under
this act or under the partnership agreenent nerely because the
partner's conduct furthers the partner's own interest.

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

(g) This section applies to a person wi nding up the
partnership business as the personal or |egal representative of
the last surviving partner as if the person were a partner.

SECTI ON 24. Actions by partnership and partners.

(a) A partnership may maintain an action agai nst a partner
for a breach of the partnership agreenent, or for the violation of
a duty to the partnership, causing harmto the partnership.

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

(1) Enforce the partner's rights under the partnership

agr eenent ;

(2) Enforce the partner's rights under this act,
i ncl udi ng:
H B. No. 926 *HR40/R1197*
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(1) The partner's rights under Sections 401, 403,
or 404,

(ii1) The partner's right on dissociation to have
the partner's interest in the partnership purchased pursuant to
Section 701 or enforce any other right under Article 6 or 7; or

(tii1) The partner's right to conpel a dissolution
and wi ndi ng up of the partnership business under or enforce any
ot her right under Article 8; or

(3) Enforce the rights and otherw se protect the
interests of the partner, including rights and interests arising
i ndependently of the partnership rel ationship.

(c) The accrual of, and any tine |imtation on, a right of
action for a renmedy under this section is governed by other |aw.
A right to an accounting upon a dissolution and wi nding up does
not revive a claimbarred by | aw

SECTI ON 25. Continuation of partnership beyond definite term
or particul ar undertaki ng.

(a) If a partnership for a definite termor particular
undertaking is continued, wthout an express agreenent, after the
expiration of the termor conpletion of the undertaking, the
rights and duties of the partners remain the sanme as they were at
the expiration or conpletion, so far as is consistent with a
partnership at wll.

(b) If the partners, or those of them who habitually acted
in the business during the termor undertaking, continue the
busi ness without any settlenent or |iquidation of the partnershinp,
they are presuned to have agreed that the partnership wll
conti nue.

ARTI CLE 5

TRANSFEREES AND CREDI TORS OF PARTNER

SECTI ON 26. Partner not co-owner of partnership property. A

partner is not a co-owner of partnership property and has no
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interest in partnership property which can be transferred, either
voluntarily or involuntarily.
SECTION 27. Partner's transferable interest in partnership.
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.
SECTION 28. Transfer of partner's transferable interest.
(a) Atransfer, in whole or in part, of a partner's
transferable interest in the partnership:
(1) |Is permssible;
(2) Does not by itself cause the partner's dissociation
or a dissolution and wi nding up of the partnership business; and
(3) Does not, as against the other partners or the
partnership, 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.
(b) A transferee of a partner's transferable interest in the
partnership has a right:
(1) To receive, in accordance with the transfer,
distributions to which the transferor woul d otherw se be entitled;
(2) To receive upon the dissolution and wi ndi ng up of
the partnership business, in accordance with the transfer, the net
amount ot herw se distributable to the transferor; and
(3) To seek under Section 801(6) a judicial
determnation that it is equitable to wind up the partnership
busi ness.
(c) In a dissolution and winding up, a transferee is
entitled to an account of partnership transactions only fromthe

date of the | atest account agreed to by all of the partners.
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(d) Upon transfer, the transferor retains the rights and
duties of a partner other than the interest in distributions
transferred.

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

(f) Atransfer 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 tine of transfer.

SECTION 29. Partner's transferable interest subject to
char gi ng order.

(a) On application by a judgnment 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
judgnment. The court nay appoint a receiver of the share of the
di stributions due or to becone due to the judgnent debtor in
respect of the partnership and nake all other orders, directions,
accounts, and inquiries the judgnent debtor m ght have nmade or
whi ch the circunstances of the case may require.

(b) A charging order constitutes a lien on the judgnent
debtor's transferable interest in the partnership. The court may
order a foreclosure of the interest subject to the charging order
at any tinme. The purchaser at the foreclosure sale has the rights
of a transferee.

(c) At any tinme before foreclosure, an interest charged may
be redeened:

(1) By the judgnent debtor;

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

(3) Wth partnership property, by one or nore of the
other partners with the consent of all of the partners whose

interests are not so charged.
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(d) This act does not deprive a partner of a right under
exenption laws with respect to the partner's interest in the
part ner shi p.

(e) This section provides the exclusive renedy by which a
judgnent creditor of a partner or partner's transferee may satisfy
a judgnent out of the judgnent debtor's transferable interest in
t he partnership.

ARTI CLE 6
PARTNER S DI SSOCI ATI ON

SECTION 30. Events causing partner's dissociation. A
partner is dissociated froma partnership upon the occurrence of
any of the follow ng events:

(1) The partnership's having notice of the partner's
express will to withdraw 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
agr eenent ;

(4) The partner's expul sion by the unani nous vote of
the other partners if:

(i) It is unlawmful to carry on the partnership
busi ness with that partner;

(ii) 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 has not been
f orecl osed;

(tit) Wthin ninety (90) days after the
partnership notifies a corporate partner that it will be expelled
because it has filed a certificate of dissolution or the
equivalent, its charter has been revoked, or its right to conduct

busi ness has been suspended by the jurisdiction of its

H B. No. 926 *HR40/R1197*
04/ HRAO/ R1197
PAGE 24 (CIR ED)



792
793
794
795
796
797
798
799
800
801
802
803
804
805
806
807
808
809
810
811
812
813
814
815
816
817
818
819
820
821
822
823
824

i ncorporation, there is no revocation of the certificate of
di ssolution or no reinstatenent of its charter or its right to
conduct busi ness; or

(tv) A partnership that is a partner has been
di ssol ved and its business is being wound up;

(5) On application by the partnership or another
partner, the partner's expulsion by judicial determnation
because:

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

(i1i1) The partner willfully or persistently
commtted a material breach of the partnership agreenent or of a
duty owed to the partnership or the other partners under Section
404; or

(ti1) The partner engaged in conduct relating to
t he partnershi p business which nmakes it not reasonably practicable
to carry on the business in partnership wth the partner;

(6) The partner's:

(i) Becom ng a debtor in bankruptcy;

(11) Executing an assignnent for the benefit of
creditors;

(1i1) Seeking, consenting to, or acquiescing in
t he appointnment of a trustee, receiver, or liquidator of that
partner or of all or substantially all of that partner's property;
or

(tv) Failing, wwthin ninety (90) days after the
appoi ntnment, to have vacated or stayed the appoi ntnent of a
trustee, receiver, or liquidator of the partner or of all or
substantially all of the partner's property obtained w thout the
partner's consent or acqui escence, or failing within ninety (90)
days after the expiration of a stay to have the appoi nt nent
vacat ed,

(7) In the case of a partner who is an individual:
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825 (i) The partner's death;

826 (i1) The appointnment of a guardian or general
827 conservator for the partner; or

828 (ii1) Ajudicial determ nation that the partner
829 has otherw se becone i ncapable of performng the partner's duties
830 under the partnership agreenent;

831 (8) In the case of a partner that is a trust or is
832 acting as a partner by virtue of being a trustee of a trust,

833 distribution of the trust's entire transferable interest in the
834 partnership, but not nmerely by reason of the substitution of a
835 successor trustee,

836 (9 In the case of a partner that is an estate or is
837 acting as a partner by virtue of being a personal representative
838 of an estate, distribution of the estate's entire transferable
839 interest in the partnership, but not nerely by reason of the

840 substitution of a successor personal representative; or

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

843 SECTION 31. Partner's power to dissociate; w ongful

844 dissociation.

845 (a) A partner has the power to dissociate at any tine,

846 rightfully or wongfully, by express will pursuant to Section

847 601(1).
848 (b) A partner's dissociation is wongful only if:
849 (1) It is in breach of an express provision of the

850 partnership agreenent; or

851 (2) In the case of a partnership for a definite termor
852 particul ar undertaking, before the expiration of the termor the
853 conpletion of the undertaking:

854 (i) The partner withdraws by express will, unless
855 the withdrawal follows within ninety (90) days after another

856 partner's dissociation by death or otherw se under Section 1601(6)

857 through (10) or wrongful dissociation under this subsection;
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(i1) The partner is expelled by judicial
determ nati on under Section 601(5);

(ti1) The partner is dissociated by becomng a
debtor in bankruptcy; or

(tv) In the case of a partner who is not an
i ndividual, trust other than a business trust, or estate, the
partner is expelled or otherw se dissociated because it willfully
di ssol ved or term nated.

(c) A partner who wongfully dissociates is liable to the
partnership and to the other partners for damages caused by the
di ssociation. The liability is in addition to any other
obligation of the partner to the partnership or to the other
partners.

SECTI ON 32. Effect of partner's dissociation.

(a) If a partner's dissociation results in a dissolution and
wi ndi ng up of the partnership business, Article 8 applies;
otherwi se, Article 7 applies.

(b) Upon a partner's dissociation:

(1) 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;

(2) The partner's duty of loyalty under Section
404(b)(3) term nates; and

(3) The partner's duty of loyalty under Section
404(b) (1) and (2) and duty of care under Section 404(c) continue
only with regard to matters arising and events occurring before
the partner's dissociation, unless the partner participates in
W ndi ng up the partnership's business pursuant to Section 803.

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

SECTI ON 33. Purchase of dissociated partner's interest.
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(a) If a partner is dissociated froma partnership w thout
resulting in a dissolution and wi nding up of the partnership
busi ness under Section 801, the partnership shall cause the
di ssociated partner's interest in the partnership to be purchased
for a buyout price determ ned pursuant to subsection (b).

(b) The buyout price of a dissociated partner's interest is
t he anmount that woul d have been distributable to the dissociating
partner under Section 807(b) 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 sal e of
the entire business as a going concern without the dissociated
partner and the partnership were wound up as of that date.
Interest nust be paid fromthe date of dissociation to the date of
payment .

(c) Danmages for wongful dissociation under Section 602(b),
and all other anmobunts owi ng, whether or not presently due, from
the dissociated partner to the partnership, nust be offset against
the buyout price. Interest nust be paid fromthe date the anount
owed becones due to the date of paynent.

(d) A partnership shall indemify a dissociated partner
whose interest is being purchased against all partnership
liabilities, whether incurred before or after the dissociation,
except liabilities incurred by an act of the dissociated partner
under Section 702.

(e) If no agreenent for the purchase of a dissociated
partner's interest is reached within one hundred twenty (120) days
after a witten demand for paynent, the partnership shall pay, or
cause to be paid, in cash to the dissociated partner the anount
the partnership estimates to be the buyout price and accrued
interest, reduced by any offsets and accrued interest under
subsection (c).

(f) If a deferred paynent is authorized under subsection

(h), the partnership may tender a witten offer to pay the anount
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it estimates to be the buyout price and accrued interest, reduced
by any offsets under subsection (c), stating the tinme of paynent,
t he anobunt and type of security for paynment, and the other terns

and conditions of the obligation.

(g) The paynent or tender required by subsection (e) or (f)
nmust be acconpani ed by the foll ow ng:

(1) A statenent of partnership assets and liabilities
as of the date of dissociation;

(2) The latest avail abl e partnership bal ance sheet and
i ncone statenent, if any;

(3) An explanation of how the estimted anmount of the
paynment was cal cul ated; and

(4) Witten notice that the paynent is in ful
sati sfaction of the obligation to purchase unless, wthin one
hundred twenty (120) days after the witten notice, the
di ssoci ated partner commences an action to determ ne the buyout
price, any offsets under subsection (c), or other terns of the
obligation to purchase.

(h) 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 termor conpletion of the
undertaking, unless the partner establishes to the satisfaction of
the court that earlier paynent will not cause undue hardship to
t he business of the partnership. A deferred paynent nust be
adequately secured and bear interest.

(i) A dissociated partner may naintain an action against the
partnership, pursuant to Section 405(b)(2)(ii), to determne the
buyout price of that partner's interest, any offsets under
subsection (c), or other ternms of the obligation to purchase. The
action nmust be comrenced within one hundred twenty (120) days
after the partnership has tendered paynent or an offer to pay or

within one (1) year after witten denmand for paynent if no paynent
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or offer to pay is tendered. The court shall determ ne the buyout
price of the dissociated partner's interest, any offset due under
subsection (c), and accrued interest, and enter judgnent for any
addi tional paynent or refund. |If deferred paynent is authorized
under subsection (h), the court shall also determ ne the security
for paynent and other terns of the obligation to purchase. The
court may assess reasonable attorney's fees and the fees and
expenses of appraisers or other experts for a party to the action,
in amounts 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
paynment or an offer to pay or to conply with subsection (g).

SECTION 34. Dissociated partner's power to bind and
liability to partnership.

(a) For one (1) year after a partner dissociates wthout
resulting in a dissolution and wi nding up of the partnership
busi ness, the partnership, including a surviving partnership under
Article 9, is bound by an act of the dissociated partner which
woul d have bound the partnership under Section 301 before
di ssociation only if at the tine of entering into the transaction
the other party:

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

(2) Did not have notice of the partner's dissociation;
and

(3) Is not deened to have had know edge under Section
303(e) or notice under Section 704(c).

(b) A dissociated partner is liable to the partnership for
any damage caused to the partnership arising froman obligation
incurred by the dissociated partner after dissociation for which
the partnership is |iable under subsection (a).

SECTION 35. Dissociated partner's liability to other

per sons.
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989 (a) A partner's dissociation does not of itself discharge
990 the partner's liability for a partnership obligation incurred

991 before dissociation. A dissociated partner is not liable for a
992 partnership obligation incurred after dissociation, except as

993 otherwi se provided in subsection (b).

994 (b) A partner who dissociates without resulting in a

995 dissolution and winding up of the partnership business is |liable
996 as a partner to the other party in a transaction entered into by
997 the partnership, or a surviving partnership under Article 9,

998 wthin one (1) year after the partner's dissociation, only if the
999 partner is liable for the obligation under Section 306 and at the
1000 tinme of entering into the transaction the other party:

1001 (1) Reasonably believed that the dissociated partner

1002 was then a partner;

1003 (2) Did not have notice of the partner's dissociation;
1004 and
1005 (3) Is not deened to have had know edge under Section

1006 303(e) or notice under Section 704(c).

1007 (c) By agreenment with the partnership creditor and the
1008 partners continuing the business, a dissociated partner may be
1009 released fromliability for a partnership obligation.

1010 (d) A dissociated partner is released fromliability for a
1011 partnership obligation if a partnership creditor, with notice of
1012 the partner's dissociation but wthout the partner's consent,
1013 agrees to a material alteration in the nature or tinme of paynent
1014 of a partnership obligation.

1015 SECTI ON 36. Statenent of dissociation.

1016 (a) A dissociated partner or the partnership may file a
1017 statenent of dissociation stating the nane of the partnership and
1018 that the partner is dissociated fromthe partnership.

1019 (b) A statenent of dissociationis a limtation on the
1020 authority of a dissociated partner for the purposes of Section

1021 303(d) and (e).
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(c) For the purposes of Sections 702(a)(3) and 703(b)(3), a
person not a partner is deened to have notice of the dissociation
thirty (30) days after the statenent of dissociation is filed.

SECTION 37. Continued use of partnership nanme. Continued
use of a partnership nane, or a dissociated partner's nanme as part
t hereof, by partners continuing the business does not of itself
make the dissociated partner liable for an obligation of the
partners or the partnership continuing the business.

ARTI CLE 8
W NDI NG UP PARTNERSHI P BUSI NESS

SECTI ON 38. Events causing dissolution and wi ndi ng up of
partnership business. A partnership is dissolved, and its
busi ness must be wound up, only upon the occurrence of any of the
foll ow ng events:

(1) In a partnership at will, the partnership's having
notice froma partner, other than a partner who is dissociated
under Section 601(2) through (10), of that partner's express wll
to withdraw as a partner, or on a later date specified by the
part ner;

(2) In a partnership for a definite termor particular
undert aki ng:

(1) Wthin ninety (90) days after a partner's
di ssoci ati on by death or otherw se under Section 601(6) through
(10) or wongful dissociation under Section 602(b), the express
will of at least half of the remaining partners to wind up the
partnership business, for which purpose a partner's rightful
di ssoci ati on pursuant to Section 602(b)(2)(i) constitutes the
expression of that partner's will to wnd up the partnership
busi ness;

(i1i) The express will of all of the partners to
w nd up the partnership business; or

(ti1) The expiration of the termor the conpletion

of the undertaking;
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(3) An event agreed to in the partnership agreenent
resulting in the winding 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 (90) 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:

(i) The econom c purpose of the partnership is
likely to be unreasonably frustrated,;

(i1) Another partner has engaged in conduct
relating to the partnership business which makes it not reasonably
practicable to carry on the business in partnership with that
partner; or

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

(6) On application by a transferee of a partner's
transferable interest, a judicial determnation that it is
equitable to wnd up the partnership business:

(1) After the expiration of the termor conpletion
of the undertaking, if the partnership was for a definite termor
particul ar undertaking at the tinme of the transfer or entry of the
charging order that gave rise to the transfer; or

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

SECTION 39. Partnership continues after dissolution.

(a) Subject to subsection (b), a partnership continues after
di ssolution only for the purpose of winding up its business. The
partnership is term nated when the winding up of its business is

conpl et ed.
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(b) At any tinme after the dissolution of a partnership and
before the winding up of its business is conpleted, all of the
partners, including any di ssociating partner other than a
wrongfully dissociating partner, may waive the right to have the
partnership's business wound up and the partnership term nated.
In that event:

(1) The partnership resunes carrying on its business as
i f dissolution had never occurred, and any liability incurred by
the partnership or a partner after the dissolution and before the
wai ver is determined as if dissolution had never occurred; and

(2) The rights of a third party accruing under Section
804(1) or arising out of conduct in reliance on the dissolution
before the third party knew or received a notification of the
wai ver may not be adversely affected.

SECTION 40. Right to wind up partnership business.

(a) After dissolution, a partner who has not wongfully
di ssoci ated may participate in winding up the partnership's
busi ness, but on application of any partner, partner's | egal
representative, or transferee, the chancery court of the county in
whi ch the partnership's chief executive office is |ocated, for
good cause shown, may order judicial supervision of the w nding
up.

(b) The legal representative of the |ast surviving partner
may Wi nd up a partnership's business.

(c) A person winding up a partnership's business my
preserve the partnership business or property as a going concern
for a reasonable tinme, prosecute and defend actions and
proceedi ngs, whether civil, crimnal, or admnistrative, settle
and cl ose the partnership's business, dispose of and transfer the
partnership's property, discharge the partnership's liabilities,
distribute the assets of the partnership pursuant to Section 807,
settle disputes by nediation or arbitration, and perform ot her

necessary acts.
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SECTION 41. Partner's power to bind partnership after
di ssolution. Subject to Section 805, a partnership is bound by a
partner's act after dissolution that:

(1) |Is appropriate for winding up the partnership
busi ness; or

(2) Would have bound the partnership under Section 301
before dissolution, if the other party to the transaction did not
have notice of the dissolution.

SECTION 42. Statenent of dissolution.

(a) After dissolution, a partner who has not wongfully
di ssociated may file a statenent of dissolution stating the name
of the partnership and that the partnership has dissolved and is
wi nding up its business.

(b) A statenent of dissolution cancels a filed statenent of
partnership authority for the purposes of Section 303(d) and is a
limtation on authority for the purposes of Section 303(e).

(c) For the purposes of Sections 301 and 804, a person not a
partner is deened to have notice of the dissolution and the
limtation on the partners' authority as a result of the statenent
of dissolution thirty (30) days after it is filed.

(d) After filing and, if appropriate, recording a statenent
of dissolution, a dissolved partnership may file and, if
appropriate, record a statenent of partnership authority which
wll operate with respect to a person not a partner as provided in
Section 303(d) and (e) in any transaction, whether or not the
transaction is appropriate for wnding up the partnership
busi ness.

SECTION 43. Partner's liability to other partners after
di ssol ution.

(a) Except as otherw se provided in subsection (b) and
Section 306, after dissolution a partner is liable to the other
partners for the partner's share of any partnership liability

i ncurred under Section 804.
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(b) A partner who, with know edge of the dissolution, incurs
a partnership liability under Section 804(2) by an act that is not
appropriate for winding up the partnership business is |iable to
the partnership for any danage caused to the partnership arising
fromthe liability.

SECTI ON 44. Settlenent of accounts and contributions anong
partners.

(a) In winding up a partnership'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 amount distributable to partners in accordance
with their right to distributions under subsection (b).

(b) Each partner is entitled to a settlenent of al
partnership accounts upon w nding up the partnership business. In
settling accounts anong the partners, profits and | osses that
result fromthe |iquidation of the partnership assets nust be
credited and charged to the partners' accounts. The partnership
shall make a distribution to a partner in an anmount equal to any
excess of the credits over the charges in the partner's account.

A partner shall contribute to the partnership an anmount equal to
any excess of the charges over the credits in the partner's
account but excluding fromthe cal cul ation charges attributable to
an obligation for which the partner is not personally |iable under
Section 306.

(c) If a partner fails to contribute the full anount
requi red under subsection (b), all of the other partners shal
contribute, in the proportions in which those partners share
partnership | osses, the additional anpbunt necessary to satisfy the
partnership obligations for which they are personally |iable under
Section 306. A partner or partner's |egal representative nay

recover fromthe other partners any contributions the partner
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makes to the extent the anpunt contributed exceeds that partner's
share of the partnership obligations for which the partner is
personal ly |iable under Section 306.

(d) 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 tine of the settlenent and
for which the partner is personally |iable under Section 306.

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

(f) 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, may enforce a
partner's obligation to contribute to the partnership.

ARTI CLE 9
CONVERSI ONS AND MERGERS

SECTI ON 45. Definitions. |In this article:

(1) "Donestic partnership" neans a partnership the
internal affairs of which are governed by this act.

(2) "Entity" neans any association or |legal entity
organi zed to conduct business, including, without limtation, for
profit and nonprofit corporations, |limted partnerships,
partnerships, limted liability partnerships, limted liability
conpani es, joint ventures, joint-stock conpanies, and busi ness
trusts.

(3) "GCeneral partner"™ neans a partner in a partnership
and a general partner in a limted partnership.

(4) "Limted partner” neans a limted partner in a
limted partnership.

(5 "Limted partnership” nmeans a limted partnership
created under the M ssissippi Limted Partnership Act (Section
79-14-101 et seq.), predecessor |aw, or conparable | aw of another
jurisdiction.
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(6) "Partner" includes both a general partner and a
limted partner.

SECTI ON 46. Conversion of partnership to limted
part ner shi p.

(a) A partnership nmay be converted to a limted partnership
pursuant to this section.

(b) The ternms and conditions of a conversion of a
partnership to a limted partnership nust be approved by all of
the partners or by a nunber or percentage specified for conversion
in the partnership agreenent.

(c) After the conversion is approved by the partners, the
partnership shall file a certificate of limted partnership in the
jurisdiction in which the limted partnership is to be forned
containing the information required to be contained in a
certificate of limted partnership in such jurisdiction and
addi tional ly incl uding:

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

(2) Its fornmer nane; and

(3) A statenent of the nunber of votes cast by the
partners for and against the conversion and, if the vote is |less
t han unani nous, the nunber or percentage required to approve the
conversion under the partnership agreenent.

(d) The conversion takes effect when the certificate of
limted partnership is filed or at any later date specified in the
certificate.

(e) A general partner who becones a |limted partner as a
result of the conversion remains |liable as a general partner for
an obligation incurred by the partnership before the conversion
takes effect. |If the other party to a transaction with the
limted partnership reasonably believes when entering the
transaction that the limted partner is a general partner, the

limted partner is liable for an obligation incurred by the
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1253 limted partnership wwthin ninety (90) days after the conversion
1254 takes effect. The limted partner's liability for all other
1255 obligations of the limted partnership incurred after the

1256 conversion takes effect is that of a limted partner as provided

1257 in the Mssissippi Limted Partnership Act.

1258 SECTION 47. Reserved.
1259 SECTION 48. Effect of conversion; entity unchanged.
1260 (a) A partnership that has been converted pursuant to this

1261 article is for all purposes the sane entity that existed before
1262 the conversi on.

1263 (b) When a conversion takes effect:

1264 (1) Al property owned by the converting partnership
1265 remains vested in the converted entity;

1266 (2) Al obligations of the converting partnership

1267 continue as obligations of the converted entity; and

1268 (3) An action or proceedi ng pendi ng agai nst the

1269 converting partnership may be continued as if the conversion had
1270 not occurred.

1271 (c) Except for the provisions of Section 902 and this

1272 section, fromand after the effective date of conversion the

1273 converted |imted partnership shall be governed by the provisions
1274 of the Mssissippi Limted Partnership Act.

1275 SECTI ON 49. Merger.

1276 (a) Unless otherwi se provided in the partnership agreenent,
1277 pursuant to a plan of nerger approved as provided in subsection
1278 (d), one or nore donestic partnerships may be nerged with a

1279 donestic or foreign entity.

1280 (b) A donmestic or foreign entity nay be a party to the

1281 nmerger, or may be created by the terns of the plan of nerger, only
1282 if:

1283 (1) The nmerger is permtted by the | aws under which the

1284 entity is organized or by which it is governed; and
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(2) In effecting the nerger, the entity conplies with

such aws and with its organi zational docunents.
(c) The plan of nmerger nmust set forth:

(1) The nane of each entity that is a party to the
nmer ger ;

(2) The nanme of the entity that will be the survivor of
t he nerger;

(3) If the surviving entity is a partnership or a
limted partnership, the status of each partner;

(4) The terns and conditions of the nerger;

(5) The manner and basis of converting the interests of
each party to the nerger into shares or other securities,
interests, obligations, or rights to acquire shares or other
securities of the surviving entity, or into noney or other
property, or any conbination of the foregoing;

(6) The organi zational docunents of any entity to be
created by the nerger, or if a newentity is not to be created by
the nerger, any anendnents to the survivor's organi zationa
docunents;

(7) The street address of the surviving entity's chief
executive office; and

(8) Any other provisions required by the | aws under
whi ch any party to the nmerger is organized or by which it is
governed, or by the organizational docunents of any such party.

(d) The plan of nerger must be approved:

(1) In the case of a donmestic partnership that is a
party to the nerger, by all of the partners, or a nunber or
percentage specified for nerger in the partnership agreenent; and

(2) In the case of a donestic limted liability
partnership that is a party to a nerger where the surviving entity
is a partnership other than a limted liability partnership, by
all of the partners, notwithstanding a provision to the contrary

in the partnership agreenent.
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(e) The terns described in subsections (c)(4) and (c)(5) of
this section may be nade dependent on facts ascertainabl e outside
the plan of nmerger, provided that those facts are objectively
ascertai nable. The term"facts" includes, but is not limted to,
the occurrence of any event, including a determ nation or action
by any person or body, including the partnership.

(f) After a plan of nmerger is approved and before the nerger
takes effect, the plan nay be anended or abandoned as provided in
t he pl an.

(g) The nmerger takes effect on the later of:

(1) The approval of the plan of merger by all parties
to the nmerger, as provided in subsection (d);

(2) The filing of all docunents required by |law to be
filed as a condition to the effectiveness of the nerger; or

(3) Any effective date specified in the plan of nerger.

SECTI ON 50. Effect of nerger.

(a) When a nerger takes effect:

(1) The separate existence of every donestic
partnership that is a party to the nmerger, other than the
surviving entity, ceases;

(2) Al property owned by each of the nerged donestic
partnerships vests in the surviving entity;

(3) Al obligations of every donestic partnership that
is a party to the nerger becone the obligations of the surviving
entity; and

(4) An action or proceedi ng pendi ng agai nst a donestic
partnership that is a party to the nerger may be continued as if
the nerger had not occurred, or the surviving entity may be
substituted as a party to the action or proceeding.

(b) The Secretary of State of this state is the agent for
service of process in an action or proceedi ng agai nst a surviving
foreign entity to enforce an obligation of a donmestic partnership

that is a party to a nerger. The surviving foreign entity shal
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pronptly notify the Secretary of State of the nailing address of
its chief executive office and of any change of address. Upon
recei pt of process, the Secretary of State shall nail a copy of
the process to the surviving foreign entity.

(c) A partner of a donestic partnership which is a party to
a nerger remains |liable for all obligations incurred by such
donestic partnership before the nerger and for which the partner
was personally |iable before the nerger.

(d) Wthout affecting any liability a partner may have in
accordance wth the provisions of subsection (c) of this section,
a partner of a donestic partnership which is the survivor of a
mer ger :

(1) Shall not becone personally liable as a result of
the merger for obligations of the surviving partnership incurred
before the nmerger by a party to the nerger of which that partner
was not a general partner; and

(2) Except as otherw se provided in Section 306, shal
becone personally liable for all obligations of the surviving
partnership incurred after the nerger takes effect.

(e) In the case of a partner of a donestic partnership which
is a party to a nerger who does not becone a partner, sharehol der,
menber or other equity owner of the surviving entity:

(1) The surviving entity shall cause the partner's
interest in the partnership to be purchased under Section 701; and

(2) If the surviving entity is a donestic partnership,
the surviving partnership is bound under Section 702 by an act of
the termnated partner, and the term nated partner is |iable under
Section 703 for transactions entered into by the surviving
partnership after the nerger takes effect.

SECTI ON 51. Statenent of nerger.

(a) After a merger, the surviving donmestic or foreign entity
may file a statenent that one or nore donestic partnerships have

merged into the surviving entity.
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(b) A statenent of nerger mnust contain:

(1) The nane of each entity that is a party to the
mer ger ;

(2) The nane and domcile of the entity that will be
t he survivor of the nerger;

(3) The street address of the surviving entity's chief
executive office and of an office in this state, if any; and

(4) The type of entity of the surviving entity is
(e.g., partnership, limted partnership, for profit corporation,
etc.).

(c) Except as otherw se provided in subsection (d), for the
pur poses of Section 302, property of the surviving entity which
before the nmerger was held in the nane of another party to the
nerger is property held in the nane of the surviving entity upon
filing a statement of nerger.

(d) For the purposes of Section 302, real property of the
surviving entity which before the nerger was held in the nane of
anot her party to the nerger is property held in the nanme of the
surviving entity upon recording a certified copy of the statenent
of merger in the office for recording transfers of that real
property.

(e) Afiled and, if appropriate, recorded statenent of
nerger, executed and declared to be accurate pursuant to Section
105(c), stating the nanme of a partnership that is a party to the
nmerger in whose nane property was held before the nerger and the
nane of the surviving entity, but not containing all of the other
information required by subsection (b), operates with respect to
the partnerships nanmed to the extent provided in subsections (c)
and (d).

SECTI ON 52. Nonexclusive. This article is not exclusive.
Part nershi ps may be converted or nerged in any ot her manner
provi ded by | aw.

ARTI CLE 10

H B. No. 926 *HR40/R1197*
04/ HRAO/ R1197
PAGE 43 (CIR ED)



1417
1418
1419
1420
1421
1422
1423
1424
1425
1426
1427
1428
1429
1430
1431
1432
1433
1434
1435
1436
1437
1438
1439
1440
1441
1442
1443
1444
1445
1446
1447
1448
1449

LI M TED LI ABI LI TY PARTNERSHI P

SECTI ON 53. Statenent of qualification.

(a) A partnership nay becone a limted liability partnership
pursuant to this section.

(b) The ternms and conditions on which a partnership becones
alimted liability partnership nust be approved by the vote
necessary to anmend the partnership agreenent except, in the case
of a partnership agreenent that expressly considers obligations to
contribute to the partnership, the vote necessary to anmend those
provi si ons.

(c) After the approval required by subsection (b), a
partnership may becone a limted liability partnership by filing a
statenent of qualification. The statenent must contain:

(1) The name of the partnership;

(2) The street address of the partnership's chief
executive office and, if different, the street address of an
office in this state, if any;

(3) If the partnership does not have an office in this
state, the nanme and street address of the partnership's agent for
servi ce of process;

(4) A statenent that the partnership elects to be a
limted liability partnership; and

(5) A deferred effective date, if any.

(d) The agent of a limted liability partnership for service
of process nust be an individual who is a resident of this state
or other person authorized to do business in this state.

(e) The status of a partnership as a limted liability
partnership is effective on the later of the filing of the
statenent or a date specified in the statenent. The status
remai ns effective, regardl ess of changes in the partnership, until
it is canceled pursuant to Section 105(d).

(f) The status of a partnership as a limted liability

partnership and the liability of its partners is not affected by
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errors or |later changes in the information required to be
contained in the statenent of qualification under subsection (c).

(g) The filing of a statenment of qualification establishes
that a partnership has satisfied all conditions precedent to the
qualification of the partnership as alimted liability
part ner shi p.

(h) An anmendnent or cancellation of a statenent of
qualification is effective when it is filed or on a deferred
effective date specified in the anmendnent or cancel |l ation.

SECTION 54. Nanme. The nanme of a limted liability
partnership nmust end with "Registered Limted Liability
Partnership,” "Limted Liability Partnership,” "RL.L.P.,"
"L.L.P.," "RLLP" or "LLP."

ARTI CLE 11
FOREI GN LI M TED LI ABI LI TY PARTNERSHI P

SECTI ON 55. Law governing foreign limted liability
part ner shi p.

(a) The law under which a foreign limted liability
partnership is formed governs relations anong the partners and
between the partners and the partnership and the liability of
partners for obligations of the partnership.

(b) Aforeign limted liability partnership may not be
denied a statenent of foreign qualification by reason of any
di fference between the | aw under which the partnership was forned
and the law of this state.

(c) A statenent of foreign qualification does not authorize
a foreign limted liability partnership to engage in any busi ness
or exercise any power that a partnership nmay not engage in or
exercise in this state as a limted liability partnership.

SECTI ON 56. Statenent of foreign qualification.

(a) Before transacting business in this state, a foreign
limted liability partnership nmust file a statenent of foreign

qualification. The statenment nust contain:
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(1) The name of the foreign limted liability
partnership which satisfies the requirenents of the state or other
jurisdiction under whose law it is formed and ends with
"Registered Limted Liability Partnership,”™ "Limted Liability
Partnership,” "RL.L.P.,” "L.L.P.,"” "RLLP" or "LLP";

(2) The street address of the partnership's chief
executive office and, if different, the street address of an
office of the partnership in this state, if any;

(3) If thereis no office of the partnership in this
state, the nanme and street address of the partnership's agent for
service of process; and

(4) A deferred effective date, if any.

(b) The agent of a foreign limted liability conpany for
service of process nust be an individual who is a resident of this
state or other person authorized to do business in this state.

(c) The status of a partnership as a foreign limted
liability partnership is effective on the later of the filing of
the statenment of foreign qualification or a date specified in the
statenment. The status remains effective, regardl ess of changes in
the partnership, until it is canceled pursuant to Section 105(d).

(d) An anmendnent or cancellation of a statenent of foreign
qualification is effective when it is filed or on a deferred
effective date specified in the amendnent or cancel |l ation.

SECTI ON 57. Effect of failure to qualify.

(a) Aforeign limted liability partnership transacting
business in this state may not maintain an action or proceeding in
this state unless it has in effect a statenent of foreign
qualification

(b) The failure of a foreign limted liability partnership
to have in effect a statenent of foreign qualification does not
inpair the validity of a contract or act of the foreign limted
liability partnership or preclude it from defending an action or

proceeding in this state.
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(c) Alimtation on personal liability of a partner is not
wai ved solely by transacting business in this state without a
statenment of foreign qualification

(d) If aforeignlimted liability partnership transacts
business in this state without a statenent of foreign
qualification, the Secretary of State is its agent for service of
process with respect to a right of action arising out of the
transaction of business in this state.

SECTI ON 58. Activities not constituting transacting
busi ness.

(a) Activities of a foreign limted liability partnership
whi ch do not constitute transacting business for the purpose of
this article include:

(1) Mmintaining, defending, or settling an action or
pr oceedi ng;

(2) Holding neetings of its partners or carrying on any
other activity concerning its internal affairs;

(3) Maintaining bank accounts;

(4) Mintaining offices or agencies for the transfer,
exchange, and registration of the partnership's own securities or
mai ntai ni ng trustees or depositories with respect to those
securities;

(5) Selling through i ndependent contractors;

(6) Soliciting or obtaining orders, whether by mail or
t hrough enpl oyees or agents or otherwise, if the orders require
acceptance outside this state before they becone contracts;

(7) Creating or acquiring indebtedness, wth or wthout
a nortgage, or other security interest in property;

(8) Collecting debts or foreclosing nortgages or other
security interests in property securing the debts, and hol di ng,

protecting, and maintaining property so acquired,
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(9) Conducting an isolated transaction that is
conpleted within thirty (30) days and is not one in the course of
simlar transactions; and

(10) Transacting business in interstate comrerce.

(b) For purposes of this article, the ownership in this
state of incone-producing real property or tangi ble personal
property, other than property excluded under subsection (a),
constitutes transacting business in this state.

(c) This section does not apply in determning the contacts
or activities that may subject a foreign limted liability
partnership to service of process, taxation, or regul ation under
any other law of this state.

SECTI ON 59. Action by Attorney Ceneral. The Attorney
General may maintain an action to restrain a foreign limted
liability partnership fromtransacting business in this state in
violation of this article.

ARTI CLE 12
M SCELLANEQUS PROVI SI ONS

SECTION 60. Uniformty of application and construction.
This act shall be applied and construed to effectuate its general
purpose to make uniformthe law with respect to the subject of
this act anong states enacting it.

SECTION 61. Short title. This act may be cited as the
Uni form Partnership Act (1997).

SECTI ON 62. Severability clause. |If any provision of this
act or its application to any person or circunstance is held
invalid, the invalidity does not affect other provisions or
applications of this act which can be given effect wthout the
invalid provision or application, and to this end the provisions
of this act are severable.

SECTI ON 63. Reserved.

SECTION 64. Applicability.
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(a) Before January 1, 2006, this act governs only a
partnership formed:

(1) After the effective date of this act, except a
partnership that is continuing the business of a dissolved
partnership under the M ssissippi Uniform Partnership Law in
effect on Decenber 31, 2004; and

(2) Before the effective date of this act, that elects,
as provided by subsection (c), to be governed by this act.

(b) ©On and after January 1, 2006, this act governs al
part ner shi ps.

(c) Before January 1, 2006, a partnership voluntarily may
elect, in the manner provided in its partnership agreenment or by
| aw for anending the partnership agreenent, to be governed by this
act. The provisions of this act relating to the liability of the
partnership's partners to third parties apply to limt those
partners' liability to a third party who had done business with
the partnership within one (1) year before the partnership's
el ection to be governed by this act only if the third party knows
or has received a notification of the partnership's election to be
governed by this act.

SECTI ON 65. Sections 79-12-1, 79-12-3, 79-12-5, 79-12-7,
79-12-9, 79-12-11, 79-12-13, 79-12-15, 79-12-17, 79-12-19,
79-12-21, 79-12-23, 79-12-25, 79-12-27, 79-12-29, 79-12-31,
79-12-33, 79-12-35, 79-12-37, 79-12-39, 79-12-41, 79-12-43,
79-12-45, 79-12-47, 79-12-49, 79-12-51, 79-12-53, 79-12-55,
79-12-57, 79-12-59, 79-12-61, 79-12-63, 79-12-65, 79-12-67,
79-12-69, 79-12-71, 79-12-73, 79-12-75, 79-12-77, 79-12-79,
79-12-81, 79-12-83, 79-12-85, 79-12-87, 79-12-89, 79-12-91,
79-12-93, 79-12-95, 79-12-97, 79-12-99, 79-12-101, 79-12-103,
79-12- 105, 79-12-107, 79-12-109, 79-12-111, 79-12-113, 79-12-115,
79-12-117 and 79-12-119, M ssissippi Code of 1972, which
constitute the M ssissippi Uniform Partnership Law, shall stand

repeal ed on January 1, 2006.
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1612 SECTION 66. Savings clause. This act does not affect an
1613 action or proceeding comenced or right accrued before this act
1614 takes effect.

1615 SECTION 67. Effective date. This act takes effect January
1616 1, 2005.
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