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SPONSOR STATEMENT
for

HB 296, UNIFORM PARTNERSHIP ACT
1/31/2000

Alaska currently has the 1914 version of the Uniform Partnership Act promulgated

by the National Conference of Commissioners on Uniform State Laws. HB 296 updates

that law.

The bill proposes enactment of the NCCUSL’s 1994 comprehensive revision, and
picks up its 1996 provisions on limited liability partnerships, along with a 1997 amendment

by the NCCUSL. Making minor adjustments to accommodate Alaska drafting style

requirements, HB 296 closely tracks the national version.

The changes reflect modern business practices and more than eight decades of court

decisions and scholarship.

A fundamental aspect of the revision is the recognition of a partnership as a
separate legal entity (the "entity” concept), and no( merely as an aggregate of individuals

(the "aggregate” concept). (Current law is a confusing blend of the two.) This principle is

reflected in many provisions.

HB 296 recognizes the primacy of the partnership agreement over statutory rules,

except for certain rules protecting specific partner interests in the partnership. It



addresses the fiduciary obligations of loyalty, due care, and good faith. It allows partners
control and flexibility to meet their business needs, but defines “partnership” as a distinct
entity. This bill also allows for the continuity of life of the partnership so that the

partnership no longer dissolves every time a partner leaves. It also provides new rules for
conversion and merger so that partnerships may convert to a limited partnership and vice

versa, or may merge with another partnership or limited partnership.

The 1996 amendments on limited liability partnerships provide limited liability for
general partners of a registered limited liability partnership. They provide greater
protection to partners against personal liability than is the case under most of the existing
state limited liability partnership statutes. Limited liability partnerships can be created
simply by filing a registration statement However, individual partners are personally

liable for any injury they cause, and their personal assets are available to satisfy a

judgment against them.

The bill integrates the nationally uniform version of the limited liability partnership
law into the nationally uniform version of the regular partnership law, thus significantly
improving upon Alaska’s 1996 enactment on limited liability partnerships and facilitating

the use of Alaska partnership law. It helps bring Alaska into the modem business world.
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Uniform Partnership Act (1997)

- A Summary of Summaries -

Because of the complex chronology of the Uniform Partnership Act since its initial
revision in 1992, this short summary does two things, 1) it provides a short history ofthe revision
process, and 2) it provides a short summary ofthe 1997 Amendment. An initial revision of the
1914 Uniform Partnership Act was promulgated in 1992. It was officially amended in both 1993
and 1994rin 1996”the Limited Liability Partnership Amendments to the Uniform Partnership
Act were promulgated. In 1997, a short amendment was added to Section 801. This
progression through revision and amendment is now all together in one final act

called the Uniform Partnership Act (1997).

A summary of both the Uniform Partnership Act (1994) and the Limited Liability
Partnership Amendments to the Uniform Partnership Act were prepared as separate documents.
Both of these summaries arc part of the materials explaining the Uniform Partnership Act (1997),
and should accompany this document. 1fyou do not find the two summaries accompanying this
document, call the ULC national office at 312 915 0195 or FAX it at 312 915 0187 or send an e-
mail to nccusl@nccusl.org. Any of these modes of communication will get you the full array of

summaries.

The 1997 amendment to Section 801 of the Uniform Partnership Act reflects the changes
in tax policy unveiled by the Internal Revenue Service in late 1996. Section 801 is the basic
section in the Uniform Partnership Act governing dissolution of the partnership. The Uniform
Partnership Act (1994) provided a safe harbor fora term or particular purpose partnership from
dissolution when a partner dissociated. A majority in interest of the remaining partners could
agree to continue the partnership within 90 days after the dissociation. This agreement saved the
partnership from dissolution and winding up. In 1994, this was considered the most that could be

done for the continuation ofthe partnership under the tax rules at that time.

Under the 1997 amendment, a partner’s dissociation in a term or particular purpose
partnership no longer triggers a dissolution and winding up, unless a majority in interest of
partners agree to continue. The partnership continues underthe 1997 amendment unless at least
halfthe remaining partners move by express will to dissolve the partnership within 90 days after
the initial dissociation. Only then is there a dissolution and winding up. The new rule favors the
continuity of the partnership more than the old rule does. The new tax mles have simply
eliminated the old concern for continuity of life as a corporate characteristic, making the new rule

favoring continuity of a partnership feasible.
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A Few Facts About
THE UNIFORM PARTNERSHIP ACT (1994)(1996)(1997)

PURPOSE: This act revises the Uniform Partnership Act of1914. The 1994 act establishes
a partnership as a separate legal entity, and not merely as an aggregate of
partners. Itrecognizes the primacy of the partnership agreement over statutory
rules, except for specific rules protecting specific partner interests in the
partnership. The 1994 act explicitly addresses the fiduciary responsibilities of
partners to each other, providing for express obligations of loyalty, due care,
and good faith. The act was amended in 1996 and 1997 to provide limited
liability for partners ina limited liability partnership.

ORIGIN: Completed by the Uniform Law Commissioners in 1994, and amended in 1996
and 1997.

APPROVED BY: American Bar Association

ADOPTIONS OF

UPA (1992)( 1994): Connecticut West Virginia
Florida Wyoming

ADOPTIONS OF Alabama Minnesota

UPA WITH 1996 and 1997 Arizonal¥* Montana

AMENDMENTS: Arkansas * Nebraska
California ** New Mexico
Colorado North Dakota
Delaware Oklahoma
District of Columbia Oregon
Hawaii Puerto Rico **
Idaho US Virgin Islands
lowa Vermont
Kansas Virginia **
Maryland Washington

2000

INTRODUCTIONS:

For any further information regarding the Uniform Partnership Act (1994)(1996)( 1997), please
contact John McCabe or Katie Robinson at 312-915-0195.

**Limited Liability Partnership Equivalent
(m/00)

(Please note: This information can also befound on our Web Site at ww.nccusl.org)



UNIFORM PARTNERSHIP ACT - QUICK CHRONOLOGY

1914 - Original Uniform Partnership Act

1992 - Promulgation of Uniform Partnership Act (1992) by Uniform Law Commissioners

1993 ~ Amendments to Uniform Partnership Act (1992)
Becomes Uniform Partnership Act (1993)

1994 - Amendments to Uniform Partnership Act (1993)
Becomes Uniform Partnership Act (1994)

1996 - Amendments to Uniform Partnership Act (1994)
Adds Limited Liability Partnership. Becomes Uniform Partnership Act (1996)

1997 - Amendment to Uniform Partnership Act (1996), Section 801
Becomes Uniform Partnership Act (1997)

Copies of this Act may be obtained from:

NATIONAL CONFERENCE OF COMMISSIONERS ON UNIFORM STATE LAWS
211 E. Ontario Street, Suite 1300
Chicago, Illinois 60611
312/915-0195
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For Immediate Release:
Revised Uniform Partnership Act Reflects Modern Business Practices

28 Jurisdictions Have Now Updated Venerable 80-year-old Partnership Law

January 2000 - Partnership law in the United States has been derived from only one sourcc--thc Uniform
Partnership Act (UPA), originally promulgated in 1914 by the National Conference of Commissioners on
Uniform State Laws, and subsequently enacted in 49 states. The more recent Revised Uniform Partnership
Act (RUPA), was approved by the Conference in 1994, bringing the law of partnerships in line with
modem business practices and trends while retaining many of the valuable provisions in the original act. It
was amended in 1997 to provide limited liability for partners in a limited liability partnership.

Adopted with the newest amendments in 21 states, the District of Columbia, Puerto Rico and the U.S.
Virgin Islands, and without the limited liability partnership amendments in four additional states, RUPA is
the only revision since the original was promulgated. It governs the relations among general partners and

between the partners and the partnerships,

RUPA makes basic revisions to several subjects in the Uniform Partnership Act. For example, it clearly
expresses the primacy of the partnership agreement. That agreement is any agreement between the partners,
whether written, oral or implied, concerning the partnership. An important concept of RUPA is that it
operates, for the most part, as a default statute for matters that are not covered by the partnership

agreement.

An important feature of the Revised Uniform Partnership Act is that it moves away from the aggregate
approach to partnership law, and instead adopts an entity approach. RUPA states that a partnership is an
entity distinct from its partners—thus achieving greater partnership stability under this more modem
approach. A partnership may sue and be sued in the partnership name; property may be acquired in the

partnership name as well.

The partner's interest is viewed as a separate group of rights and liabilities associated with participation
in the partnership. No partner has an interest in specific property of the partnership. Creditors of a partner
may attach the interest of a partner, but may not attach specific partnership property.

RUPA also changes the rule on the dissolution of a partnership. Partnership breakups under RUPA do
not require a dissolution every time a partner leaves. In most cases, a partnership may buy out the interests
of a partner who leaves. A term partnership will not dissolve so long as one-half of the partners choose to
remain. RUPA also establishes and defines the scope of the partners' duties of care and loyalty, and the

obligation of good faith and fair dealing.

The 1997 amendments to the Uniform Partnership Act provide greater protection to general partners of a
registered limited liability partnership than is the case under most of the existing state limited liability

partnership statutes.

The National Conference of Commissioners on Uniform State Laws is now in its 109th year. The
organization comprises more than 300 lawyers, judges, and law professors, appointed by the states as well
as the District of Columbia, Puerto Rico, and the U.S. Virgin Islands, to draft proposalsfor uniform and
model laws and work toward their enactment in their legislatures. Since its inception in 1892, the group
has promulgated more than 200 acts, among them such bulwarks ofstate statutory law as the Uniform

Commercial Code, (he Uniform Probate Code, and the Uniform Partnership Act.

Forfurther information, please contact John McCabe or Katie Robinson at 312-915-0195, or Gabrielle
Bamberger at 212-333-5222.
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