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Caroline Bradley September 10, 2008
Business Associations - Fall 2008 - Notes on Partnership Dissolution

Owen v Cohen: Court finds an implied term that the partnership is to exist until a loan by
one partner is repaid out of profits
Page v Page: Although the partnership was a partnership at will the right to dissolve the
partnership was subject to fiduciary duties. If one partner attempted to sue dissolution to
appropriate value to himself, the dissolution would be wrongful.
Query whether this result could be reached under RUPA s 602(b) (see below).

Kentucky Statute in Fischer v Fischer: 362.300. Causes of dissolution. 
Dissolution is caused:
(1) Without violation of the agreement between the partners:
(a) By the termination of the definite term or particular undertaking specified in the
agreement,
(b) By the express will of any partner when no definite term or particular undertaking is
specified,
(c) By the express will of all the partners who have not assigned their interests or suffered
them to be charged for their separate debts, either before or after the termination of any
specified term or particular undertaking,
(d) By the expulsion of any partner from the business bona fide in accordance with such a
power conferred by the agreement between the partners;
(2) In contravention of the agreement between the partners, where the circumstances do
not permit a dissolution under any other provision of this section, by the express will of any
partner at any time.....

Should the result in Fischer v Fischer be different under RUPA?

RUPA
SECTION 601. EVENTS CAUSING PARTNER’S DISSOCIATION.
A partner is dissociated from a partnership upon the occurrence of any of the
following 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 agreement as causing the partner’s dissociation;
(3) the partner’s expulsion pursuant to the partnership agreement;
(4) the partner’s expulsion by the unanimous vote of the other partners if:
(i) it is unlawful to carry on the partnership business 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 foreclosed....
(5) on application by the partnership or another partner, the partner’s expulsion by judicial
determination because:
(i) the partner engaged in wrongful conduct that adversely and materially affected the
partnership business;
(ii) the partner willfully or persistently committed a material breach of the partnership
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agreement or of a duty owed to the partnership or the other partners under Section 404; or
(iii) the partner engaged in conduct relating to the partnership business which makes it not
reasonably practicable to carry on the business in partnership with the partner;
(6) the partner’s:
(i) becoming a debtor in bankruptcy;
(ii) executing an assignment for the benefit of creditors;
(iii) seeking, consenting to, or acquiescing in the appointment of a trustee, receiver, or
liquidator of that partner or of all or substantially all of that partner’s property...
(7) in the case of a partner who is an individual:
(i) the partner’s death;
(ii) the appointment of a guardian or general conservator for the partner; or
(iii) a judicial determination that the partner has otherwise become incapable of performing
the partner’s duties under the partnership agreement...

SECTION 602. PARTNER’S POWER TO DISSOCIATE; WRONGFUL DISSOCIATION.
(a) A partner has the power to dissociate at any time, rightfully or wrongfully, by
express will pursuant to Section 601(1).
(b) A partner’s dissociation is wrongful only if:
(1) it is in breach of an express provision of the partnership agreement; or
(2) in the case of a partnership for a definite term or particular undertaking, before the
expiration of the term or the completion of the undertaking:
(i) the partner withdraws by express will, unless the withdrawal follows within 90 days after
another partner’s dissociation by death or otherwise under Section 601(6) through (10) or
wrongful dissociation under this subsection;
(ii) the partner is expelled by judicial determination under Section 601(5);
(iii) the partner is dissociated by becoming a debtor in bankruptcy; or
(iv) in the case of a partner who is not an individual, trust other than a business trust, or
estate, the partner is expelled or otherwise dissociated because it willfully dissolved or
terminated.
(c) A partner who wrongfully dissociates is liable to the partnership and to the other partners
for damages caused by the dissociation. The liability is in addition to any other obligation of
the partner to the partnership or to the other partners.

SECTION 603. EFFECT OF PARTNER’S DISSOCIATION.
(a) If a partner’s dissociation results in a dissolution and winding up of the partnership
business, [Article] 8 applies; otherwise, [Article] 7 applies.
(b) Upon a partner’s dissociation:
(1) the partner’s right to participate in the management and conduct of the partnership
business terminates, except as otherwise provided in Section 803;
(2) the partner’s duty of loyalty under Section 404(b)(3) terminates; 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 winding up the partnership’s
business pursuant to Section 803.

SECTION 701. PURCHASE OF DISSOCIATED PARTNER’S INTEREST.
(a) If a partner is dissociated from a partnership without resulting in a dissolution and winding
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up of the partnership business under Section 801, the partnership shall cause the
dissociated partner’s interest in the partnership to be purchased for a buyout price
determined pursuant to subsection (b).
(b) The buyout price of a dissociated partner’s interest is the amount that would 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 sale of the entire business as a going concern without the
dissociated partner and the partnership were wound up as of that date. Interest must be paid
from the date of dissociation to the date of payment.
(c) Damages for wrongful dissociation under Section 602(b), and all other amounts owing,
whether or not presently due, from the dissociated partner to the partnership, must be offset
against the buyout price. Interest must be paid from the date the amount owed becomes due
to the date of payment.
(d) A partnership shall indemnify 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 agreement for the purchase of a dissociated partner’s interest is reached within 120
days after a written demand for payment, the partnership shall pay, or cause to be paid, in
cash to the dissociated partner the amount 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 payment is authorized under subsection (h), the partnership may tender a
written offer to pay the amount it estimates to be the buyout price and accrued interest,
reduced by any offsets under subsection (c), stating the time of payment, the amount and
type of security for payment, and the other terms and conditions of the obligation.
(g) The payment or tender required by subsection (e) or (f) must be accompanied by the
following:
(1) a statement of partnership assets and liabilities as of the date of dissociation;
(2) the latest available partnership balance sheet and income statement, if any;
(3) an explanation of how the estimated amount of the payment was calculated; and
(4) written notice that the payment is in full satisfaction of the obligation to purchase unless,
within 120 days after the written notice, the dissociated partner commences an action to
determine the buyout price, any offsets under subsection (c), or other terms of the obligation
to purchase.
(h) A partner who wrongfully dissociates before the expiration of a definite term or the
completion of a particular undertaking is not entitled to payment of any portion of the buyout
price until the expiration of the term or completion of the undertaking, unless the partner
establishes to the satisfaction of the court that earlier payment will not cause undue hardship
to the business of the partnership. A deferred payment must be adequately secured and bear
interest.
(i) A dissociated partner may maintain an action against the partnership, pursuant to Section
405(b)(2)(ii), to determine the buyout price of that partner’s interest, any offsets under
subsection (c), or other terms of the obligation to purchase. The action must be commenced
within 120 days after the partnership has tendered payment or an offer to pay or within one
year after written demand for payment if no payment or offer to pay is tendered. The court
shall determine the buyout price of the dissociated partner’s interest, any offset due under
subsection (c), and accrued interest, and enter judgment for any additional payment or
refund. If deferred payment is authorized under subsection (h), the court shall also determine
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the security for payment and other terms 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 payment or an offer to pay or to comply with subsection (g).

SECTION 702. DISSOCIATED PARTNER’S POWER TO BIND AND LIABILITY TO
PARTNERSHIP.
(a) For two years after a partner dissociates without resulting in a dissolution and winding up
of the partnership business, the partnership... is bound by an act of the dissociated partner
which would have bound the partnership under Section 301 before dissociation only if at the
time 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 deemed to have had knowledge 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 from an obligation incurred by the dissociated partner after dissociation
for which the partnership is liable under subsection (a).

SECTION 703. DISSOCIATED PARTNER’S LIABILITY TO OTHER PERSONS.
(a) A partner’s dissociation does not of itself discharge the partner’s liability for a partnership
obligation incurred before dissociation. A dissociated partner is not liable for a partnership
obligation incurred after dissociation, except as otherwise provided in subsection (b).
(b) A partner who dissociates without resulting in a dissolution and winding up of the
partnership business is liable as a partner to the other party in a transaction entered into by
the partnership, or a surviving partnership under [Article] 9, within two years after the
partner’s dissociation, only if the partner is liable for the obligation under Section 306 and at
the time 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 deemed to have had knowledge under Section 303(e) or notice under Section
704(c).
(c) By agreement with the partnership creditor and the partners continuing the business, a
dissociated partner may be released from liability for a partnership obligation.
(d) A dissociated partner is released from liability for a partnership obligation if a partnership
creditor, with notice of the partner’s dissociation but without the partner’s consent, agrees to
a material alteration in the nature or time of payment of a partnership obligation.
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