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1 cash. Except as provided in writing in die partnership agreement, a partner may not be

2 compelled to accept a distribution of an asset in kind from a limited partnership to the extent that

3 the percentage of the asset distributed to the partner exceeds a percentage of that asset that is

4 equal to the j. /centage in which the partner shares in distributions from the limited partnership.

5 Sec. 32.11.290. RIGHT TO DISTRIBUTION. At the time a partner becomes entitled

6 to receive a distribution, the partner has the status of, and is entided to all remedies available to,

7 a creditor of the limited partnership with respect to the distribution.

8 Sec. 32.11.300. LIMITATIONS ON DISTRIBUTION. A partner may not receive a

9 distribution from a limited partnership to the extei.L that, after giving effect to the distribution,

10 all liabilities of the limited partnership, other than liabilities to partners on account of their

11 partnership interest, exceed the fair value of the partnership assets.

12 Sec. 32.11.310. LIABILITY UPON RETURN OF CONTRIBUTION, (a) If a partner

13 has received the return of a part of the partner’s contribution without violation of the partnership

14 agreement or this chapter, the partner is liable to the limited partnership for a period of one year

15 thereafter for the amount of the returned contribution, but only to the extent necessary to

16 discharge the limited partnership’s liabilities to creditors who extended credit to the limited

17 partnership during the period the contribution was held by the partnership.

18 (b) If a partner has received the return of a part of the partner’s contribution in violation

19 of the partnership agreement or this chapter, the partner is liable to the limited partnership for

20 a period of six years thereafter for the amount of the contribution wrongfully returned.

21 (c) A partner receives a return of the partner’s contribution to the extent that a

22 distribution to the partner reduces the partner’s share of the fair value of the net assets of the

23 limited partnership below the value, as set out in the certificate of limited partnership, of the

24 partner’s contribution that has not been distributed to the partner.

25 ARTICLE 6. ASSIGNMENT OF PARTNERSHIP INTERESTS.

26 Sec. 32.11.320. NATURE OF PARTNERSHIP INTEREST. A partnership interest is

27 personal property.

28 Sec. 32.11.330. ASSIGNMENT OF PARTNERSHIP INTEREST. Except as provided

29 in the partnership agreement, a partnership interest is assignable in whole or in part. An

30 assignment of a partnership interest does not dissolve a limited partnership or entitle the assignee

31 to become or to exercise the rights of a partner. An assignment entitles the assignee to receive,
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1 to the extent assigned, only the distribution to which the assignor would be entitled. Except as

2 provided in the partnership agreement, a partner ceases to be a partner upon assignment of ail

3 of the partner's partnership interest.

4 Sec. 32.11.340. RIGHTS OF CREDITOR. On application to a court of competent

5 jurisdiction by a judgment creditor of a partner, the court may charge the partnership interest of

6 the partner with payment of the unsatisfied amount of the judgment with interest To the extent

7 charged, the judgment creditor has only the rights of an assignee of the partnership interest. This

8 chapter does not deprive a partner of the benefit of an exemption law applicable to the partner’s

9 partnership interest.

10 Sec. 32.11.350. RIGHT OF ASSIGNEE TO BECOME LIMITED PARTNER, (a) An

11 assignee of a partnership interest, including an assignee of a general partner, may become a

12 limited partner if and to the extent that

13 (1) the assignor gives the assignee that right in accordance with authority

14 described in the certificate of limited partnership; or

15 (2) all other partners consent.

16 (b) An assignee who has become a limited partner has, to the extent assigned, the rights

17 and powers, and is subject to the restrictions and liabilities, of a limited partner under the

18 partnership agreement and this chapter. An assignee who becomes a limited partner also is liable

19 for the obligations of the assignee’s assignor to make and return contributions as provided in

20 AS 32.11.200 - 32.11.310. However, the assignee is not obligated lor liabilities unknown to the

21 assignee at the time the assignee became a limited partner and that could not be ascertained from

22 the certificate of limited partnership.

23 (c) If an assignee of a partnership interest becomes a limited partner, the assignor is not

24 released from the assignor’s liability to the limited partnership under AS 32.11.070 and

25 32.11.210.

26 Sec. 32.11.360. POWER OF ESTATE OF DECEASED OR INCOMPETENT PARTNER.

27 If a partner who is an individual dies or a court of competent jurisdiction adjudges the partner

28 to be incompetent to manage the partner’s person or the partner’s property, the partner’s executor,

29 administrator, guardian, conservator, or other legal representative may exercise all of the partner’s

30 rights for the purpose of settling the partner's estate or administering the partner’s property,

31 including any power the partner had to give an assignee the right to become a limited partner.
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If a partner is a corporation, trust, or other entity and is dissolved or terminated, the powers of 

that partner may be exercised by its legal representative or successor.

ARTICLE 7. DISSOLUTION.

Sec. 32.11.370. DISSOLUTION. A limited partnership is dissolved and its affairs shall 

be wound up upon the happening of the first to occur of the following:

(1) at the time specified in the certificate of limited partnership;

(2) upon the happening of events specified in the certificate of limited partnership;

(3) written consent of all partners;

(4) an event of withdrawal o f a general partner unless at the time there is at least 

one other general partner and the certificate of limited partnership permits the business of the 

limited partnership to be carried on by the remaining general partner and that partner does so, 

but the limited partnership is not dissolved and is not required to be wound up by reason of an 

event o f withdrawal if, within 90 days after the withdrawal, all partners agree in writing to 

continue the business of the limited partnership and to the appointment of one or more additional 

general partners if necessary or desired; or

(5) entry of a decree of judicial dissolution under AS 32.11.380.

Sec. 32.11.380. JUDICIAL DISSOLUTION. On application by or for a partner the 

superior court may decree dissolution of a limited partnership whenever it is not reasonably 

practicable to carry on the business in conformity with the partnership agreement.

Sec. 32.11.390. WINDING UP. Except as provided in the partnership agreement, die 

general partners who have not wrongfully dissolved a limited partnership or, if there are no 

general partners, the limited partners, may wind up the limited partnership’s affairs; but the 

superior court nun, wind up the limited partnership’s affairs upon application of a partner, a 

partner’s legal representative, or assignee.

Sec. 32.11.400. DISTRIBUTION OF ASSETS. Upon the winding up of a limited 

partnership, 'he assets shall be distributed as follows:

(1) to creditors, including partners who are creditors, to the extent permitted by 

law, in satisfaction of liabilities of the limited partnership other than liabilities for distributions 

to partners under AS 32.11.240 or 32.11.270;

(2) except as provided in the partnership agreement, to partners and foimer 

partners in satisfaction of liabilities for distributions under AS 32.11.240 or 32.11.270; and

I
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1 (3) except as provided in the partnership agreement, to partners first for the return

2 of their contributions and secondly respecting their partnership interests, in the proportions in

3 which the partners share in distributions.

4 ARTICLE 8. FOREIGN LIMITED PARTNERSHIPS.

5 Sec. 32.11.410. LAW GOVERNING. Subject to the Constitution of the State o f Alaska,

6 (1) the laws of the state under which a foreign limited partnership is organized

7 govern its organization and internal affairs and the liability of its limited partners; and

8 (2) a foreign limited partnership may not be denied registration by reason of a

9 difference between those laws and the laws of this state.

10 Sec. 32.11,420. REGISTRATION. Before transacting business in this state, a foreign

11 limited partnership shall register with the department. In order to register, a foreign limited

12 partnership shall submit to the department an original and an exact copy of an application for

13 registration as a foreign limited partnership, signed and sworn to by a general partner and setting

14 out

15 (1) the name of the foreign limited partnership and, if different, the name under

16 which it proposes to register and transact business in this state;

17 (2) the state and date of its formation;

18 (3) the general character of the business it proposes to transact in this state;

19 (4) the name and address c f an agent for service of process on the foreign limited

20 partnership whom the foreign limited partnership elects to appoint; the agent must be an

.21 individual resident of this state, a domestic corporation, or a foreign corporation having a place

22 of business in, and authorized to do business in, this state;

23 (5) a statement that the commissioner is appointed the agent of the foreign limited

24 partnership for service of process if an agent has not been appointed under (3) o f this section or,

25 if appointed, the agent’s authority has been revoked or if the agent cannot be found or served

26 with the exercise of reasonable diligence;

27 (6) the address of the office required to be maintained in the state of its

28 organization by the laws of that state or, if not so required, of the principal office of the foreign

29 limited partnership; and

30 (7) if the certificate of limited partnership filed in the foreign limited partnership’s

31 state of organization is not required to include it, the following information:
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1 (A) the names and business addresses o f each partner; and

2 (B) the capital contribution of each limited partner.

3 Sec. 32.11.430. ISSUANCE OF REGISTRATION, (a) If the department finds that an

4 application for registration conforms to law and all requisite fees have been paid, the department

5 shall

6 (1) endorse on the application the word "Filed," and the month, day, and year of

7 the filing;

8 (2) file in the department the original of the application; and

9 (3) issue a certificate of registration to transact business in this state.

10 (b) The certificate of registration, together with an exact copy of the application, shall

11 be returned to the person who filed the application or the person’s representative.

12 Sec. 32.11.440. NAME. A foreign limited partnership may register with the department

13 under any name, whether or not it is the name under which it is registered in its state of

14 organization, that includes without abbreviation the words "limited partnership" and that could

15 be registered by a domestic limited partnership.

16 Sec. 32.11.450. CHANGES AND AMENDMENTS. If a statement in the application for

17 registration of a foreign limited partnership was false when made or arrangements or other facts

18 described have changed, making the application inaccurate, the foreign limited partnership shall

19 promptly file with the department a certificate, signed and sworn to by a general partner,

20 correcting the statement.

21 Sec. 32.11.460. CANCELLATION OF REGISTRATION. A foreign limited partnership

22 may cancel its registration by filing with the department a certificate of cancellation signed and

23 sworn to by a general partner. A cancellation does not terminate the authority of the

24 commissioner to accept service of process on the foreign limited partnership wiih respect to

25 causes of action arising out of the transactions of business in this state.

26 Sec. 32.11.470. TRANSACTION OF BUSINESS WITHOUT REGISTRATION, (a) A

27 foreign limited partnership transacting business in this state may not maintain an action, suit, or

28 proceeding in a court of this state until it has registered in this state.

29 (b) The failure of a foreign limited partnership to register in this state does not impair

30 the validity of a contract or act of the foreign limited partnership or prevent the foreign limited

31 partnership from defending an action, suit, or proceeding in a court of this state.
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1 (c) A limited partner or a foreign limited partnership is not liable as a general partner of

2 the foreign limited partnership solely by reason of having transacted business in this state without

3 registration.

4 (d) A foreign limited partnership, by transacting business in this state without registration,

5 appoints the commissioner as its agent for service of process with respect to causes of action

6 arising out of the transaction of business in this state.

7 Sec. 32.11.480. ACTION BY DEPARTMENT. The department may bring an action to

8 restrain a foreign limited partnership from transacting business in this state in violation of

9 AS 32.11.410 - 32.11.480.

10 ARTICLE 9. DERIVATIVE ACTIONS.

11 Sec. 32.11.490. RIGHT OF ACTION. A limited partner may bring an action in the right

12 of a limited partnership to recover a judgment in its favor if general partners with authority to

13 do so have refused to bring the action or if an effort to cause those general partners to bring the

14 action is not likely to succeed.

15 Sec. 32.11.500. FROPER PLAINTIFF. In a derivative action, the plaintiff must be a

16 partner at the time of bringing the action and

17 (1) must have been a partner at the time of the transaction of which the plaintiff

18 complains; or

19 (2) the plaintiff’s status as a partner must have devolved upon the plaintiff by

20 operation of law or under the terms of the partnership agreement from a person who was a

21 partner at the time of the transaction.

22 Sec. 32.11.510. PLEADING. In a derivative action, the complaint must set out with

23 particularity the effort of the plaintiff to secure initiation of the action by a general partner or the

24 reasons for not making the effort.

25 Sec. 32.11.520. RECOVERIES. If a derivative action is successful, in whole or in part,

26 or if anything is received by the plaintiff as a result of a judgment, compromise, or settlement

27 of an action or claim, and if the plaintiff is awarded attorney fees or costs, the court shall direct

28 the plaintiff to remit to the limited partnership the portion o f the recovery that remains after

29 deduction of the attorney fees and costs awarded to the plaintiff.

30 ARTICLE 10. GENERAL PROVISIONS.

31 Sec. 32.11.800. CONSTRUCTION AND APPLICATION. This chapter shall be so

CSSB 193(JL'D) -18-
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applied and construed to effectuate its general purpose to make uniform the law with respect to 

the subject of this chapter among states enacting it.

Sec. 32.11.810. NAME. The name of a limited partnership as set out in its certificate 

of limited partnership

(1) must contain without abbreviation the words "limited partnership";

(2) may not contain the name of a limited partner unless

(A) it is also the name of a general partner or the corporate name of a 

corporate general partner, or

(B) the business of the limited partnership had been carried on under that 

name before the admission of that limited partner,

(3) may not contain a word or phrase indicating or implying that it is organized 

other than for a purpose stated in its certificate of limited partnership; and

(4) may not be the same as, or deceptively similar to, the name of a corporation 

or limited partnership organized under the laws of this state or licensed or registered as a foreign 

corporation or limited partnership in this state.

Sec. 32.11.820. RESERVATION OF NAME, (a) The exclusive right to the use o f a 

name may be reserved by

(1) a person intending to organize a limited partnership under this chapter and to 

adopt that name;

(2) a domestic limited partnership or a foreign limited partnership registered in 

this state that, in either case, intends to adopt that name;

(3) a foreign limited partnership intending to register in this state and adopt that

name; or

(4) a person intending to organize a foreign limited partnership and intending to 

have it register in this state and adopt that name.

(b) The reservation shall be made by filing with the department an application, executed 

by the applicant, to reserve a specified name. If the department finds that the name is available 

for use by a domestic or foreign limited partnership, and not a reserved or registered name under 

AS 10.35, the department shall reserve the name for the exclusive use of the applicant for a 

period o f 120 days. Once having reserved a name, the same applicant may not again reserve the 

same name until more than 60 days after the expiration of the last 120-day period for which that
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1 applicant reserved that name. The right to the exclusive use of a reserved name may be

2 transferred to another person by filing with the department a notice of the transfer executed by

3 the applicant for whom the name was reserved and specifying the name and address of the

4 transferee.

5 Sec. 32.11.830. SPECIFIED OFFICE AND AGENT, (a) A limited partnership shall

6 continuously maintain in this state

7 (1) an office, which may but need not be a place of its business in this state, at

8 which shall be kept the records required by AS 32.11.840 to be maintained; and

9 (2) an agent for service of process on the limited partnership, which agent must

10 be an individual resident of this state, a domestic corporation, or a foreign corporation authorized

11 to do business in this state.

12 (b) A limited partnership may change its registered office, registered agent, or both, by

13 filing with the department a verified statement signed by a general partner stating

14 (1) the name of the limited partnership;

15 (2) the address of its registered office;

16 (3) the address of its new registered office if the registered office is being

17 changed;

18 (4) the name of its registered agent;

19 (5) the name of its new registered agent if the registered agent is being changed;

20 and

21 (6) a statement that the change has been approved by all of the general partners.

22 Sec. 32.11.840. RECORDS TO BE KEPT, (a) A limited partnership shall keep at the

23 office referred to in AS 32.11.830(a)(1) the following:

24 (1) a current list of the full name and last known business address of each partner,

25 (2) a copy of the certificate of limited partnership and all certificates of

26 amendment to them, together with executed copies of a power of attorney under which a

27 certificate has been executed;

28 (3) copies of die limited partnership’s federal, state, and local income tax returns

29 and reports, if any, for the three most recent years; and

30 (4) copies of a then effective written partnership agreement and of a financial

31 statement of the limited partnership for the three most recent years.
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1 (b) Records kept under this section are subject to inspection and copying at the

2 reasonable request and at the expense of a partner during ordinary business hours.

3 Sec. 32.11.850. NATURE OF BUSINESS. A limited partnership may carry on business

4 that a partnership without limited partners may carry on.

5 Sec. 32.11.860. BUSINESS TRANSACTIONS OF PARTNER AND PARTNERSHIP.

6 Except as provided in the partnership agreement, a partner may lend money to and transact other

7 business with the limited partnership and, subject to other applicable law, has the same rights and

8 obligations as a person who is not a partner.

9 Sec. 32.11.870. FILING FEES. A domestic or foreign limited partnership that files a

10 certificate of limited partnership, amendment, cancellation, or registration, or other application

11 with the department, shall pay to the commissioner a filing fee established by the department by

12 regulation. The filing fee must be uniform and fixed.

13 Sec. 32.11.890. RULES FOR CASES NOT COVERED BY CHAPTER. In a case not

14 provided for in this chapter, the provisions o f AS 32.05 govern.

15 Sec. 32.11.900. DEFINITIONS. In this chapter, unless the context otherwise requires

16 (1) "certificate of limited partnership" means the certificate referred to in

17 AS 32.11.010 and the certificate as amended or restated;

18 (2) "commissioner" means the commissioner of commerce and economic

19 development;

20 (3) "contribution" means cash, property, services rendered, or a promissory note

21 or other binding obligation to contribute cash or property or to perform services, that a partner

22 contributes to a limited partnership as a partner;

23 (4) "department" means the Department of Commerce and Economic

24 Development;

25 (5) "event of withdrawal of a general partner" means an event that causes a person

26 to cease to be a general partner under AS 32.11.160;

27 (6) "foreign limited partnership" means a partnership formed under the laws of

28 a state other than this state and having as partners one or more general partners and one or more

29 limited partners;

30 (7) "general partner" means a person who has been admitted to a limited

31 partnership as a general partner in accordance with the partnership agreement and named in the
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1 certificate of limited partnership as a general partner;

2 (8) "limited partner" means a person who has been admitted to a limited

3 partnership as a limited partner in accordance with the partnership agreement and named in the

4 certificate o f limited partnership as a limited partner;

5 (9) "limited partnership" and "domestic limited partnership'' mean a partnership

6 formed by two or more persons under the laws of this state and having one or more general

7 partners and one or more limited partners;

8 (10) "partner" means a limited or general partner;

9 (11) "partnership agreement" means a valid agreement, written or oral, of the

10 partners as to the affairs of a limited partnership and the conduct of its business;

11 (12) "partnership interest" means a partner’s share of the profits and losses of a

12 limited partnership and the right to receive distributions of partnership assets;

13 (13) "state" means a state, territory, or possession of the United States, District

14 of Columbia, or Commonwealth of Puerto Rico.

15 Sec. 32.11.990. SHORT TITLE. This chapter may be cited as the Uniform Limited

16 Partnership Act.

17 * Sec. 2. AS 32.10 is repealed.

18 * Sec. 3. APPLICABILITY PROVISIONS, (a) AS 32.11.200, 32.11.210, and 32.11.310, enacted

19 by sec. 1 of this Act, do not apply to a limited partnership contribution or distribution, unless the

20 contribution or distribution is made after the effective date of this Act.

21 (b) AS 32.11.350, enacted by sec. 1 of this Act, does not apply to a limited partnership

22 assignment unless the assignment is made after the effective date of this Act.

23 (c) Unless otherwise agreed by the partners, the applicable provisions of former AS 32.10,

24 repealed by sec. 2 of this Act, governing the allocation of profits and losses, distributions to a

25 withdrawing partner, and distributions of assets upon the winding up of a limited partnership apply to

26 limited partnerships formed before the effective date of this Act instead of AS 32.11.220, 32.11.270, and

27 32.11.400, enacted by sec. 1 of this Act.

28 * Sec. 4. COURT RULE AMENDED. AS 32.11.510, enacted by sec. 1 of this Act, amends Alaska

29 Rule o f Civil Procedure 8 by requiring that certain information be set out in the complaint for a limited

30 partnership derivative action.

31 * Sec. 5. This Act takes effect July 1, 1992.
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The Honorable Patrick M. Rodey 
Alaska State Legislature 
Juneau, AK

V I A  F A X  T R A N S M I S S I O N

Dear Senator Rodey:

I have reviewed the amendments submitted to your Committee by 
Willis Kirkpatrick. In my view, you may adopt these amendments without 
fear of any compromise of either the text or spirit of the bill you have 
introduced revising Alaska’s limited partnership statute.

Pat, thanks for your effort. I hope you continue to hold the line of 
sections 201 and 303.

Fessler 
Commissioner
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April 4, 1991

The Honorable Pat Rodey 
Alaska State Senate 
State Capitol, Legislative Pouch 
Juneau, Alaska 99811

Dear Pat:

You surely have an instinct for doing what is right and in the public interest! I 
strongly support passage of Senate Bill 193 as introduced by your office on March 13.

Your decision to omit the 1985 amendments to Sections 201 and 303 is to be 
applauded. While you wui receive representations that no harm is done to the business 
community by scraping the disclosure requirement of Section 201, a moment’s reflection 
reveals the fallacy of those arguments. One rarely hides irrelevant information!

T he value o f  a public  d isclosure aevice: The content of Section 201 as set 
forth in your bill serves two vital constituencies: the initial investor and the subsequent 
business creditor.

For the average Alaska investor, the ability to find meaningful disclosure in a 
document prepared according to mandated content and thereafter filed in compliance with a 
statutory command, offers substantial protection to one seeking to evaluate risks and assess 
the management structure. The 1985 amendment, which would leave botli the content and 
structure of this vital information at the mercy of the general partner or partners, is without 
redeeming public merit in my humble view.

The limited liability nature of a partnership formed under your bill makes its 
structure and financial basis of vital interest to creditors. You will hear arguments that an 
interested creditor could demand this information before extending credit and this is surely 
sound. But under your legislation the information would be a matter of public record and 
material omissions or misrepresentations an offense to "law" not merely a devious business 
practice. This is surely better.
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The Honorable Pat Rodey 
Page two 
April 4, 1991

Pat it is also of significance that investors and creditors cur rent iv have the 
benefit of legally mandated disclosure in the course of forming limited partnerships under 
existing law. The 1985 amendment to Section 201 would abruptly withdraw that protection 
and break with that practice.

The reclassification of a limited partner: Section 303 as introduced in your 
bill, is a prudent departure from Alaska’s 40 years experience with Section 7 of the existing 
law. The trick is to reform the law in a balanced manner which business people can 
understand. I believe that existing practice, which exposes a limited partner to reclassification 
whenever it can be established that he had taken part in "control" of the partnership, is too 
strict.

Your bill embodies two salutatory changes. First it creates a "safe harbor" in 
which the limited partner may be active without fear of reclassification. Second, for behavior 
beyond the bounds of the safe harbor, your bill resolves the major issue of whether reclassifi­
cation should flow as a consequence of exceeding the bounds of passivity which the statute 
exacts in exchange for the protection of limited liability, or should rise or fall upon the 
perception of individual creditors.

Existing law makes their perception irrelevant. Reclassification is a conse­
quence of offense to the passivity norm. Section 303 of your bill changes that. It makes 
reclassification dependent upon creditor impression and belief (that the active limited partner 
must be a general partner) unless the pattern of activity and interference is so pervasive as to 
mirror the behavior of a general partner. In this extraordinary case, the formal designation of 
so active a participant as a "limited partner" is recognized as intrinsically at variance with 
reality and she is exposed to the liability posture of a general partner with respect to all 
creditors.

The 1985 amendment to Section 303 substitutes the issue of creditor reliance 
no matter how flagrant die departure from the expectation of limited liability. The only 
jusdfication which an be offered is that the state no longer has any interest in fidelity to the 
statutory norm that control and management is to be in the hands of general partners! 
Ironically, the citizens left without any protection by the 1985 amendment are other limited 
partners in that investment who have neither the time nor the inclination to contest the 
aggressive intention of one of their fellow limited partners to assume de facto control of the 
investment. Under your legislation they are protected in the sense that there is a risk to the 
aggressor that she will be liable to all creditors to the same extent as a general partner.

Pat, a more detailed explanation of my recommendations respecting the 
contents of a Revised Unified Limited Partnership Act was communicated in February to Art
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Peterson. I will ask that Art supply your office with a copy of that letter is sent to your 
office.

The bottom line; hold fast to Senate Bill 193, it is the work of a legislature that 
is determined to be far more than a rubber stamp!

W annest personal regards,

1 :ssler
i fER

i

CC: Arthur Peterson, Esquire 
Honorable John Abbott



N a t io n a l C on fe ren ce  o f C om m iss io n e rs  on  U n ifo rm  S ta te  Laws 
676 North St. Clair Street, Suite 1700, Chicago, illnois 60611-(312) 915-0195

John M. McCabe
Lag is la tiv t) D ire c to r
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D a n i e l  Wm. F e s s l e r
P r o f e s s o r  o f  L a w
U n i v e r s i t y  o f  C a l i f o r n i a ,  D a v i s
S c h o o l  o f  L a w
1103 K i n g  H a l l
D a v i s ,  C a  9 5 6 1 5

RE: U n i f o r m  L i m i t e d  P a r t n e r s h i p  A c t  (1976) » i t h  the 1985
A m e n d m e n t s

D e a r  P r o f e s s o r  F e s s l e r :

A r t  P e t e r s o n  h a s  f o r w a r d e d  y o u r  c o r r e s p o n d e n c e  w i t h  h i m  o v e r  
t h e  L i m i t e d  P a r t n e r s h i p  Act. I a m  L e g a l  C o u n s e l  a n d  L e g i s l a t i v e  
D i r e c t o r  f o r  t h e  U n i f o r m  L a w  C o m m i s s i o n e r s  a n d  a m  r e s p o n s i b l e  for 
t h e  l e g i s l a t i v e  a c t i v i t i e s  o f  t h e  U L C  o n  s u c h  a c t s  as t h e  L i m i t e d  
P a r t n e r s h i p  Act. A l t h o u g h  I d i d  n o t  p a r t i c i p a t e  w i t h  t h e  
D r a f t i n g  C o m m i t t e e  f o r  t h e  1976 Act, I d i d  n e g o t i a t e  t h e  a p p r o v a l  
o f  t h e  a c t  b y  t h e  I n t e r n a l  R e v e n u e  S e r v i c e ,  w h i c h  o c c u r r e d  if my 
m e m o r y  s e r v e s  me c o r r e c t l y  in 1981, a n d  I t o o k  o n  t h e  r o l e  o f  
R e p o r t e r  f o r  t h e  a m e n d m e n t s  to S e c t i o n  403, w h i c h  p r e c e d e d  t h e  
1985 A m e n d m e n t s  a n d  w h i c h  w e r e  n e c e s s a r y  t o  g a i n  I R S  a p p r o v a l .
I, a l s o ,  w o r k e d  c l o s e l y  w i t h  t h e  D r a f t i n g  C o m m i t t e e  f o r  t h e  1935 
A m e n d m e n t s ,  a n d  so a m  i n t i m a t e l y  f a m i l i a r  w i t h  t h o s e  
d e l i b e r a t i o n s .

I m u s t  c o n f e s s  t h a t  y o u r  l e t t e r  to A r t  c a m e  as a b i t  o f  a 
s u r p r i s e ,  b e c a u s e  I t h o u g h t  t h a t  c o n t r o v e r s y  o v e r  i s s u e s  s u c h  as 
t h e  n o t i c e  c e r t i f i c a t e  a n d  t h e  t e s t  f o r  a s s e s s i n g  g e n e r a l  
l i a b i l i t y  f o r  a l i m i t e d  p a r t n e r  h a d  d i e d  a b o u t  a h a l f  a d e c a d e  
ago, f i n a l l y  a n d  i r r e t r i e v a b l y .  T h e  v a s t  m a j o r i t y  o f  s t a t e s  h a v e  
l o n g  s i n c e  a b a n d o n e d  t h e  l o n g  c e r t i f i c a t e  a n d  t h e  l e s s - t h a n -  
r e l i a n c e  t e s t  f o r  g e n e r a l  l i a b i l i t y ,  a n d  h a v e  d o n e  m o r e  - 

f o l l o w i n g  t h e  l e a d  C a l i f o r n i a  a n d  D e l a w a r e  t o o k  a n d  c o n t i n u e  to 
t a k e  in l i m i t e d  p a r t n e r s h i p  law. Be t h a t  as it m a y  be, I w i l l  
a t t e m p t  to a r t i c u l a t e  t h e  p o l i c y  c o n c e r n s  t h a t  l e d  the 1985 
D r a f t i n g  C o m m i t t e e  to t h e  p o s i t i o n s  t h a t  it took.
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In g e n e r a l ,  td e w h o l e  c o n c e p t  o f  the l i m i t e d  p a r t n e r s h i p  
c h a n g e d  in the d e c a d e s  o f  t h e  1970 s a n d  1 9 8 0 ' s. T h e  s m a l l  
b u s i n e s s  m o d e l  u p o n  w h i c h  t h e  l i m i t e d  p a r t n e r s h i p  f o r m  w a s  b a s e d  
no l o n g e r  h a d  m u c h  r e l e v a n c e  to t h e  r e a l  b u s i n e s s  o f  l i m i t e d  
p a r t n e r s h i p s  in t h e  U n i t e d  S t a t e s .  T h e  s m a l l  b u s i n e s s  m o d e l  was 
p r e m i s e d  in s u s p i c i o n  o f  " s i l e n t "  p a r t n e r s  w h o  w o u l d  n o t  be 
a v a i l a b l e  to s a t i s f y  o b l i g a t i o n s  to c r e d i t o r s ,  a n d  w h o  w o u l d  b e  
t o l e r a t e d  o n l y  in t h e  e v e n t  that t h e y  d i d  n o t  in a n y  w a y  
p a r t i c i p a t e  in t h e  b u s i n e s s .  In the r e a l  w o r l d ,  l i m i t e d  
p a r t n e r s h i p s  b e c a m e  a p r i m a r y  v e h i c l e  f o r  c a p i t a l  f o r m a t i o n .  T h e  
p r i n c i p a l  c o n c e r n  o f  p r o m o t e r s ,  t h e r e f o r e ,  was a n d  is to a t t r a c t  
i n v e s t o r s .  T h e  i n e v i t a b l e  r e s u l t  of t h a t  c h a n g e  in e m p h a s i s  w a s  
to a l t e r  t h e  l a w  o f  l i m i t e d  p a r t n e r s h i p s  f o r  t h e  p u r p o s e s  o f  
p r o t e c t i n g  i n v e s t o r  i n t e r e s t s  r a t h e r  t h a n  p u r e l y  c r e d i t o r  
i n t e r e s t s .

T h e  n o t i c e  c e r t i f i c a t e  is a p r i m e  e x a m p l e  o f  t h i s  c h a n g e  in 
e m p h a s i s  in t h e  law. W h o  g a i n s  b y  h a v i n g  t h e  l i m i t e d  p a r t n e r s  
a n d  t h e i r  c o n t r i b u t i o n s  l i s t e d  o n  t h e  c e r t i f i c a t e ?  T h e  l i m i t e d  
p a r t n e r s  t h e m s e l v e s  g a i n  o r  l o s e  n o t h i n g .  T h e  c r e d i t w o r t h i n e s s  
a n d  i n v e s t o r  w o r t h i n e s s  o f  a l i m i t e d  p a r t n e r s h i p  is p r i m a r i l y  
d e p e n d e n t  u p o n  t h e  n a m e d  g e n e r a l  p a r t n e r  o r  p a r t n e r s  a n d  u p o n  t h e  
t r a c k  r e c o r d  o f  t h e  g e n e r a l  p a r t n e r  o r  p a r t n e r s  in c o n d u c t i n g
b u s i n e s s  o f  t h e  t y p e  t h a t  t h e  p a r t n e r s h i p  w i l l  e n t e r .  To
i n v e s t o r s  t h e  e x a c t  i d e n t i t y  of o t h e r  i n v e s t o r s  o r  t h e  e x t e n t  of 
t h e i r  c o n t r i b u t i o n s  is f o r  t h e  m o s t  p a r t  i r r e l e v a n t .  F u r t h e r ,  if 
a n y  p o t e n t i a l  l i m i t e d  p a r t n e r  w a n t s  t h a t  i n f o r m a t i o n ,  d e p e n d i n g  
u p o n  t h e  v o l u m e  n v o l v e d ,  t h e  p a r t n e r s h i p  w i l l  p r o v i d e  it if t h a t
is w h a t  is nect. ' i y  to o b t a i n  t h e  i n v e s t m e n t .

T h e  n e x t  q u e s t i o n  t h e  D r a f t i n g  C o m m i t t e e  a d d r e s s e d  w a s  
w h e t h e r  c r e d i t o r  * n e e d e d  t h e  n a m e s  a n d  c o n t r i b u t i o n s  o f  l i m i t e d  
p a r t n e r s  in t h e  c e r t i f i c a t e ?  We c o u l d  n o t  f i n d  a n y b o d y  w h o  c o u l d  
o r  w o u l d  a s s e r t  t h a t  l i m i t e d  p a r t n e r  i d e n t i t y  w a s  u s e f u l  f o r  
c r e d i t o r s  o r  t h a t  c r e d i t o r s  e v e r  u s e d  t h e  c e r t i f i c a t e s  w h e n  
d e c i d i n g  t o  e x t e n d  c r e d i t  o r  n o t  to e x t e n d  c r e d i t .  Again, 
c r e d i t o r s  a r e  p r i m a r i l y  c o n c e r n e d  a b o u t  t h e  c r e d i t w o r t h i n e s s  o f  
t h e  g e n e r a l  p a r t n e r  o r  p a r t n e r s .  If t h e y  w a n t  i n f o r m a t i o n  o n  
l i m i t e d  p a r t n e r s ,  t h e n  t h e y  a r e  in an e x c e l l e n t  p o s i t i o n  to 
o b t a i n  t h a t  i n f o r m a t i o n  d i r e c t l y  f r o m  t h e  p a r t n e r s h i p .  N o b o d y  
c o u l d  t h i n k  o f  a n y  s i t u a t i o n  in w h i c h  c r e d i t o r s  w o u l d ,  o r  i n deed, 
e v e r  d i d  s e e k  o u t  t h e  c e r t i f i c a t e  to f i n d  t h e  n a m e s  a n d  
c o n t r i b u t i o n s  o f  l i m i t e d  p a r t n e r s .  In fact, n o b o d y  c o u l d  t h i n k  
o f  a n y  o c c a s i o n  in t h e i r  e x p e r i e n c e  ( a n d  t h e r e  w a s  s o m e  
c o n s i d e r a b l e  e x p e r i e n c e  a m o n g  t h e  c o m m i t t e e  m e m b e r s  a n d  a d v i s o r s )  
w i t h  t h e  f o r m a t i o n  a n d  m a n a g e m e n t  o f  l i m i t e d  p a r t n e r s h i p s  t h a t  a 
c r e d i t o r  e v e r  i n q u i r e d  a b o u t  the l i m i t e d  p a r t n e r s  at all.
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O n e  t h i n g  t h a t  r e q u i r i n g  the l i m i t e d  p a r t n e r  n a m e s  a n d  
c o n t r i b u t i o n s  d i d  d o  w a s  to e n c o u r a g e  c r e d i t o r s  t o  s e a r c h  the 
list f o r  m i s t a k e s  - to s e e  if t h e r e  m i g h t  be s o m e b o d y  e l s e  w h o  
m i g h t  a s s u m e  g e n e r a l  l i a b i l i t y  - s i m p l y  b e c a u s e  o f  the 
i n a d v e r t e n c e  o f  t h o s e  w h o  f i l e  c e r t i f i c a t e s  a n d  t h e i r  a m e n d m e n t s .  
A p u r e l y  t e c h n i c a l  e r r o r  c o u l d  c a t c h  a n  u n w a r y  l i m i t e d  p a r t n e r ,  
a n d  in t h e  s p i r i t ,  a g a i n ,  o f  i n v e s t o r  p r o t e c t i o n ,  t h e  D r a f t i n g  
C o m m i t t e e  c o u l d  t h i n k  o f  n o  r e a s o n  to c o n t i n u e  t h e  v u l n e r a b i l i t y  
o f  l i m i t e d  p a r t n e r s  in t h i s  f a s h i o n .

O f  c o u r s e ,  the g e n e r a l  p a r t n e r s  d o  not n e e d  to s e e  t h e  n a m e s  
o f  t h e  l i m i t e d  p a r t n e r s  in t h e  c e r t i f i c a t e ,  s i n c e  the g e n e r a l  
p a r t n e r s  h a v e  t h e  p a r t n e r s h i p  r e c o r d s .  A f t e r  c o n s i d e r i n g  the 
i s s u e  f r o m  e a c h  p e r s p e c t i v e ,  the D r a f t i n g  C o m m i t t e e  c o n c l u d e d  
t h a t  l i s t i n g  t h e  l i m i t e d  p a r t n e r s  a n d  t h e i r  c o n t r i b u t i o n s  was a 
v e s t i g e  o f  a n  e a r l i e r  t i m e  a n d  a l o n g - p a s t  n o t i o n  of t h e  l i m i t e d  
p a r t n e r s h i p .  E v e r y b o d y ,  i n c l u d i n g  c r e d i t o r s ,  n o w  u n d e r s t a n d s  
t h a t  l i m i t e d  p a r t n e r s h i p s  a r e  p r i m a r i l y  c r e a t e d  to a t t r a c t  
i n v e s t o r s  a n d  t h a t  t h e  r u l e s  o u g h t  to r e f l e c t  t h a t  fact.

T h e r e  is, also, t h e  v e r y  p r a c t i c a l  p r o b l e m  o f  a m e n d m e n t s  in 
l i m i t e d  p a r t n e r s h i p s  w i t h  l o t s  o f  i n v e s t o r s  a n d  w i t h  p a r t n e r s h i p s  
w h o s e  s h a r e s  a r e  f r e e l y  a s s i g n e d  a n d  t r a d e d .  In the l a r g e r  
s y n d i c a t i o n s ,  p a r t i c u l a r l y ,  a n d  n o w  in m a s t e r  l i m i t e d  

p a r t n e r s h i p s ,  p a r t n e r s h i p s  a r e  b o u g h t  a n d  s o l d  o n  a d a i l y  basis. 
A m e n d m e n t  o f  c e r t i f i c a t e s  to k e e p  u p  w i t h  t h e  s a l e s  a n d  p u r c h a s e s  
b e c a m e  a s i g n i f i c a n t  a d m i n i s t r a t i v e  p r o b l e m  f o r  t h e s e  
p a r t n e r s h i p s .

T h e  s a m e  g e n e r a l  p o l i c y  c o n s i d e r a t i o n s  i n f l u e n c e d  the 
c h a n g e s  t o  S e c t i o n  303. U n d e r  t h e  1916 Act, c o u r t s  w e r e  
i n c r e a s i n g l y  r e q u i r e d  to d e c i d e  if c e r t a i n  a c t i o n s  on t h e  p a r t  o f  
l i m i t e d  p a r t n e r s  w o u l d  be c o n s i d e r e d  p a r t i c i p a t i o n  in t h e  c o n t r o l  
of t h e  b u s i n e s s .  C e r t a i n  v o t i n g  r i g h t s ,  f o r  e x a m p l e ,  w e r e  
s u b j e c t e d  to t h a t  s c r u t i n y .  T h e  p r o b l e m  w a s  c o m p l i c a t e d  by the 
r e q u i r e m e n t s  o f  s e c u r i t i e s  a d m i n i s t r a t o r s  in s t a t e s  like 
C a l i f o r n i a ,  w h i c h  b e g a n  to r e q u i r e  c e r t a i n  i n v e s t o r  r i g h t s  for 
l i m i t e d  p a r t n e r s .  Thus, t h e  i n i t i a l  " s a f e - h a r b o r s "  in S e c x i o n  
30 3  of t h e  1976 Act.

B u t  t h e  r u l e  o f  S e c t i o n  3 0 3  in t h e  1976 A c t  d i d  n o x  g i v e  
c o m p l e t e  c o m f o r t ,  a n d  s t a t e s  l i k e  C a l i f o r n i a  a n d  D e l a w a r e  b e g a n  
to m o v e  to t e s t s  t h a t  m o r e  s i g n i f i c a n t l y  i n s u l a t e d  l i m i t e d  
p a r t n e r s  f r o m  g e n e r a l  l i a b i l i t y .  W h e n  x h e  IRS g a v e  its a p p r o v a l  
t o  t h o s e  s t a t u t e s  ( C a l i f o r n i a  w a s  t h e  f i r s t  if my m e m o r y  is 
c o r r e c t ) ,  t h e r e  w a s  n o  w a y  t h a t  the 19 7 6  A c t  c o u l d  be k e p t  as is. 
T h e  r e l i a n c e  t e s t  o f  S e c t i o n  3 0 3 ( a )  a n d  the e x t e n d e d  " s a f e -
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h a r b o r s "  of S e c t i o n  3 0 3(b) w e r e  m a d e  i n e v i t a b l e  by t h o s e  
d e v e l o p m e n t s .

A g ain, t h e  n o t i o n  o f  t h e  s i l e n t  p a r t n e r  w h o  e x i s t s  in t h a t  
s t a t u s  m a i n l y  to d e p r i v e  c r e d i t o r s  o f  t h e i r  due, s i m p l y  f a i l s  as 
a m o d e l  f o r  t h e  m o d e r n  l i m i t e d  p a r t n e r s h i p .  T h e  i s s u e  is 
o b t a i n i n g  i n v e s t m e n t  a n d  p r o v i d i n g  s u f f i c i e n t  s e c u r i t y  to 
i n v e s t o r s .  W e  w a n t  to a l l o w  t h e m  s o m e  d e m o c r a c y  r i g h t s  w i t h i n  
the p a r t n e r s h i p ,  a n d  w e  d o n ' t  w a n t  to l i m i t  i n v e s t o r s  w h o  h a v e  
o t h e r  r e l a t i o n s h i p s  to the p a r t n e r s h i p .  T h e s e  a r e  t h e  k i n d s  o f  
f a c t o r s  t h a t  m o t i v a t e d  t h e  D r a f t i n g  C o m m i t t e e  i n t o  a c c e p t i n g  
t h e s e  c h a n g e s .

A c c e p t a n c e  o f  s u c h  n o t i o n s  b y  t h e  IRS, also, p l a y s  a 
c o n s i d e r a b l e  r o l e  in t h e  d e v e l o p m e n t  of t h i s  a r e a  o f  law.
L i m i t e d  p a r t n e r s h i p s  a n d  t h e  U n i f o r m  L i m i t e d  P a r t n e r s h i p  A c t  
b e c a m e  p o p u l a r  in t h e  U n i t e d  S t a t e s  o n l y  a f t e r  t h e  1955 T a x  Act.
I b e l i e v e  the m a j o r i t y  o f  a d o p t i o n s  o f  t h e  1916 L i m i t e d  
P a r t n e r s h i p  A c t  o c c u r r e d  a f t e r  1955. T a x  p o l i c y  h a s  d r i v e n  
m o d e r n  p a r t n e r s h i p  law a n d  c o n t i n u e s  to d o  so. T h e  n o t i c e  
c e r t i f i c a t e  h a d  l i t t l e  in t h e  w a y  o f  t a x  r a m i f i c a t i o n s .  3 u t  
S e c t i o n  303 is t a x  s e n s i t i v e ,  a n d  IRS a c c e p t a n c e  of t h e s e  
c o n c e p t s  h a d  m u c h  to d o  w i t h  t n e  d e v e l o p m e n t  o f  t h e  1985 Act.
T a x  a d v a n t a g e s  m a k e  l i m i t e d  p a r t n e r s h i p s  a f a v o r e d  m e a n s  f o r  
c a p i t a l  f o r m a t i o n .  T h e  law t a k e s  t h i s  f a c t  i n t o  a c c o u n t .

T h e s e  a r e  t h e  p r i n c i p a l  c o n c e r n s  t h a t  m o t i v a t e d  t h e s e  
c h a n g e s  in l i m i t e d  p a r t n e i s h i p  law. D o  t h e y  m o v e  t h e  l i m i t e d  
p a r t n e r s h i p  c l o s e r  to t h e  c o r p o r a t e  f o r m ?  Of c o u r s e .  If t h e r e  
is a b l u r r i n g  o f  forms, so w h a t ?  T h e  i s s u e  is a r e l e v a n t  f o r m  of 
b u s i n e s s  o r g a n i z a t i o n  t h a t  p e o p l e  w i l l  u s e  to f o r m  c a p i t a l  a n d  
e n g a g e  in e c o n o m i c  a c t i v i t y .  T h e  i s s u e  o f  b l u r r i n g  a t e c h n i c a l ,  
c l a s s i c a l  d i f f e r e n c e  b e t w e e n  t w o  f o r m s  is n o t  n e a r l y  so r e l e v a n t .

I h o p e  t h a t  t h i s  d i s c u s s i o n  w i l l  a s s i s t  y o u  in y o u r  
c o n s i d e r a t i o n  o f  t h e s e  i s sues. T h a n k s  f o r  y o u r  k i n d  a t t e n t i o n .

S i n c e r e l y ,

/
/ //•John M . M c C a b e  

L e g i s l a t i v e  D i r e c t o r
, /

cc: A r t  P e t e r s o n



P. 0. B O X  2 0 4 4 4
J u n e a u ,  A l a s k a  9 9 8 0 2 - 0 4 4 4
M a r c h  29, 1 9 9 1

P r o f .  D a n i e l  Wm. F e s s l e r  
1 1 0 3  K i n g  H a l l  
S c h o o l  o f  L a w

U n i v e r s i t y  o f  C a l i f o r n i a  —  D a v i s  
D a v i s ,  C a l i f o r n i a  9 5 6 1 6

Re: U n i f o r m  L i m i t e d
P a r t n e r s h i p  A c t  
—  S B  193

D e a r  Dan:

H o p e  t h a t  m y  M a r c h  8, 1 9 9 1  l e t t e r ,  i n v i t i n g  y o u r  r e b u t t a l  
o f  m y  r e s p o n s e  t o  y o u r  e a r l i e r  c o m m e n t s  o n  t h e  U n i f o r m  L i m i t e d  
P a r t n e r s h i p  A c t ,  r e a c h e d  y o u .  S h o r t l y  a f t e r  I s e n t  t h a t  l e t t e r ,  
S e n a t o r  P a t  R o d e y  i n t r o d u c e d  S e n a t e  B i l l  No. 193, p r o p o s i n g  t h e  
1 9 7 6  r e v i s i o n  o f  t h a t  A c t  w i t h o u t  t h e  1 9 8 5  a m e n d m e n t s  o f  S e c t i o n s  
2 0 1  ( c e r t i f i c a t e  o f  l i m i t e d  p a r t n e r s h i p )  a n d  303 ( l i a b i l i t y  t o  
t h i r d  p a r t i e s ) . A  c o p y  is e n c l o s e d .

A l t h o u g h  I h a v e  n o t  y e t  r e v i e w e d  t h i s  v e r s i o n ,  I 
u n d e r s t a n d  t h a t  i t  i n c l u d e s  t h e  1 9 8 5  a m e n d m e n t s  o f  o t h e r  s e c t i o n s ,  
e x c e p t  f o r  " c o m p a t i b i l i t y  a m e n d m e n t s "  r e l a t e d  t o  S e c t i o n s  2 0 1  a n d  
303. W h e n  t h i s  b i l l  c o m e s  u p  f o r  h e a r i n g ,  I p l a n  t o  e n c o u r a g e  t h e  
r e - i n c l u s i o n  o f  t h e  f u l l  s e t  o f  1 9 8 5  a m e n d m e n t s .  B u t  I i n v i t e  y o u r
further, c o m m e n t s ,  a n d  m a y b e  I w o n ' t  t a k e  t h a t  p o s i t i o n .

H o w  s t r o n g l y  d o  y o u  f e e l  a b o u t  t h e  S e c t i o n s  2 0 1  a n d  303 

p o i n t s  y o u  r a i s e d  i n  y o u r  J a n u a r y  28, 1 9 9 1  l e t t e r  t o  m e ?  O n  p a g e  
2, f o u r t h  p a r a g r a p h ,  o f  t h a t  l e t t e r ,  y o u  s t a t e  t h a t  y o u  " h a v e  n o  
g r e a t  p r o b l e m  w i t h  [ t h e  S e c t i o n  303 c h a n g e ]  o t h e r  t h a n  t h e  f a c t  
t h a t  it d o e s  r e p r e s e n t  a s i g n i f i c a n t  c h a n g e  i n  t h e  l a w  a n d  o n e  
w h i c h  t h e  L e g i s l a t u r e  o u g h t  t o  c a r e f u l l y  w e i g h , "  S o  I g a t h e r  t h a t  
y o u  w o u l d  n o t  o p p o s e  t h e  i n c l u s i o n  o f  t h e  1 9 8 5  a m e n d m e n t s  o f  
S e c t i o n  30 3 .  W h a t  a b o u t  S e c t i o n  2 0 1 ?

I u n d e r s t a n d  t h a t  t h e  N C C U S L ' s  L e g i s l a t i v e  D i r e c t o r  a n d  
L e g a l  C o u n s e l ,  J o h n  M c C a b e ,  w i l l  b e  w r i t i n g  t o  y o u  r e g a r d i n g  t h e s e  
i s s u e s .  A s  a l w a y s ,  I a m  i n t e r e s t e d  i n  y o u r  r e s p o n s e .

H o p e  t o  h e a r  f r o m  y o u  s o o n  a b o u t  b o t h  t h i s  m a t t e r  a n d  t h e



P r o f .  D a n i e l  Wm. F e s s l e r

Re: U n i f .  L i m i t e d  P a r t n e r s h i p  A c t
Page  2

U n i f o r m  P a r t n e r s h i p  A c t  q u e s t i o n  I w r o t e  t o  y o u  a b o u t  y e s t e r d a y .

Y o u r s  t r u l y ,

A r t h u r  H . P e t e i  ".on 

U n i f o r m  L a w  C o m m i s s i o n e r  
f o r  A l a s k a

cc:  ̂ S e n a t o r  P a t  R o d e y
A l a s k a  S t a t e  L e g i s l a t u r e

T h e r e s a  L. B a n n i s t e r
L e g i s l a t i v e  C o u n s e l

A l a s k a  L e g i s l a t i v e  A f f a i r s  A g e n c y

J o h n  A b b o t t ,  C h a i r
A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n

c c  w/SB.193: J o h n  M. M c C a b e

L e g i s .  D i r e c t o r  & L e g a l  C o u n s e l  
N C C U S L



*

P. 0. B o x  2 0 4 4 4  

J u n e a u ,  A l a s k a  9 9 8 0 2 - 0 4 4 4  
M a r c h  8, 1 9 9 1

P r o f .  D a n i e l  Wm. F e s s l e r  
1 1 0 3  K i n g  H a l l  
S c h o o l  o f  L a w
U n i v e r s i t y  o f  C a l i f o r n i a  —  D a v i s  
D a v i s ,  C a l i f o r n i a  9 5 6 1 6

P.e: U n i f o r m  L i m i t e d
P a r t n e r s h i p  A c t  

—  y o u r  c o n c e r n s  a b o u t  
t h e  1 9 8 5  a m e n d m e n t s

D e a r  D a n :

T h a n k s  f o r  y o u r  J a n u a r y  28, 1 9 9 1  l e t t e r  ( p o s t m a r k e d
J a n u a r y  31, b u t  n o t  r e c e i v e d  b y  m e  u n t i l  F e b r u a r y  13 [ w h i c h  i s  

o d d ] ) . S o r r y  a b o u t  y o u r  h e a l t h  p r o b l e m ,  a n d  h o p e  t h a t  i t ' s  c l e a r e d  
u p  b y  t h i s  t i m e .

I h e a r  t h a t  y o u  w e r e  a p p o i n t e d  t o  t h e  C a l i f o r n i a  P u b l i c  
U t i l i t i e s  C o m m i s s i o n  a c o u p l e  o f  w e e k s  a g o .  C o n g r a t u l a t i o n s !  D o e s  
t h i s  m e a n  t h a t  y o u  w o n ' t  b e  a b l e  t o  g i v e  A l a s k a  t h e  b e n e f i t  o f  y o u r  
p r o f e s s o r i a l  e x p e r t i s e  a n y m o r e ?  I h o p e  i t  d o e s n ' t  m e a n  t h a t .

I n  y o u r  l e t t e r ,  y o u  r a i s e  t h e  f o l l o w i n g  t h r e e  o b j e c t i o n s  
t o  t h e  1 9 8 5  a m e n d m e n t s  o f  t h e  1 9 7 6  U n i f o r m  L i m i t e d  P a r t n e r s h i p  A c t :

(1) t h e  t i m i n g  o r  t a c t i c s  o f  t h e  1 9 8 5  a m e n d m e n t s  c o m i n g  
s o  c l o s e  u p o n  t h e  heels., o f  t h e  1 9 7 6  r e v i s i o n  o f  t h e  A c t ;

(2) t h e  d e l e t i o n  o f  m u c h  o f  t h e  i n f o r m a t i o n  ( c o m p o s i t i o n  
a n d  f i n a n c i a l  s t r u c t u r e )  f o r m e r l y  r e q u i r e d  t o  b e  p u t  i n  t h e  
c e r t i f i c a t e  o f  l i m i t e d  p a r t n e r s h i p ;  a n d

(3) t h e  b l u r r i n g  o f  t h e  d i s t i n c t i o n  b e t w e e n  g e n e r a l  
p a r t n e r  a n d  l i m i t e d  p a r t n e r ,  w i t h  r e g a r d  t o  c o n t r o l  a n d  
l i m i t e d  l i a b i l i t y .

T h e  o f f i c i a l  N C C U S L  c o m m e n t a r y  a c c o m p a n y i n g  t h e  1 9 7 6  U L P A  

w i t h  1 9 8 5  A m e n d m e n t s ,  a l o n g  w i t h  s o m e  o t h e r  N C C U S L - p r o v i d e d  
m a t e r i a l ,  s u g g e s t s  a n s w e r s  t o  y o u r  c o n c e r n s .  I ' m  s u r e  t h a t  y o u  

h a v e  r e s p o n s e s  t o  t h e s e  a n s w e r s ,  a n d  I ' d  v e r y  m u c h  l i k e  t o  s e e  
t h e m .  F o r  t h e  m o m e n t ,  h e r e  a r e  m y  o b s e r v a t i o n s  b a s e d  o n  t h e  N C C U S L  
c o m m e n t a r y  a n d  m a t e r i a l :

(1) Timincr. A c c o r d i n g  t o  t h e  P r e f a t o r y  N o t e  i n  t h e  o f f i c i a l  
p u b l i c a t i o n  o f  t h e  1 9 7 6  U L P A  w i t h  1 9 8 5  A m e n d m e n t s ,  m a n y  o f  t h e  1 9 8 5  
a m e n d m e n t s  w e r e  c o n s i d e r e d  b y  t h e  d r a f t e r s  o f  t h e  1 9 7 6  A c t ,  b u t  

w e r e  n o t  i n c l u d e d  a t  t h a t  t i m e  b e c a u s e  o f  u n c e r t a i n t i e s  a s  t o  t h e
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p o s s i b l e  c o n s e q u e n c e s  o f  t h a t  i n c l u s i o n  u n d e r  a p p l i c a b l e  f e d e r a l  
i n c o m e  t a x  laws. A s  f u r t h e r  e x p l a i n e d  in a b r i e f  i n f o r m a t i o n  s h e e t  
o n  t h e  19 8 5  a m e n d m e n t s ,  a " n u m b e r  of s t a t e s  had a d o p t e d  v a r i a t i o n s  
o f  U L P A  (1976) t h a t  w e r e  s u f f i c i e n t l y  c o m p e l l i n g  to c a u s e  the 
[ N C C U S L ]  t o  r e - e v a l u a t e  e a r l i e r  p o l i c y  d e c i s i o n s . "  Then, in 1984, 
" t h e  I R S  a p p r o v e d  t h e  a d o p t i o n  o f  U L P A  (197 6) in a n u m b e r  of 
s t a t e s ,  e v e n  t h o u g h  t h e r e  w e r e  s i g n i f i c a n t  v a r i a t i o n s  in t h o s e  
s t a t e s  f r o m  t h e  o f f i c i a l  text. . . . IRS a p p r o v a l  o f  t h e s e
e n a c t m e n t s  p r o v i d e d  t h e  o p p o r t u n i t y  t o  r e c o n s i d e r  [the] i s s u e s . "

T h u s ,  t o  r e c o g n i z e  s t a t e  l e g i s l a t i v e  a c t i v i t y ,  I R S  a c t i o n ,  and 
t h e  c o n t i n u i n g  n e e d  for u n i f o r m i t y ,  t h e  N C C U S L  p r o m u l g a t e d  t h e  1985 
a m e n d m e n t s .  T h a t  p r o m p t  u p d a t e  s h o u l d  n o t  v e x  a l e g i s l a t o r .

(2) S e c t i o n  201. Ag a i n ,  as e x p l a i n e d  in t h e  P r e f a t o r y  N o t e  to 
t he 1 9 7 6  U L P A  w i t h  1 9 8 5  A m e n d m e n t s ,  t h e  1 9 7 6  A c t  r e c o g n i z e d  " t h a t  
t h e  b a s i c  d o c u m e n t  i n  a n y  p a r t n e r s h i p ,  i n c l u d i n g  a l i m i t e d  
p a r t n e r s h i p ,  is t h e  p a r t n e r s h i p  a g r e e m e n t . "  T h e  " c e r t i f i c a t e  of 
l i m i t e d  p a r t n e r s h i p "  d o e s  n o t  c o n s t i t u t e  the p a r t n e r s h i p ,  b u t  
m e r e l y  r e f l e c t s  b a s i c  i n f o r m a t i o n  a s  to w h i c h  g o v e r n m e n t  o f f i c i a l s ,  
c r e d i t o r s ,  a n d  o t h e r s  s h o u l d  b e  p u t  o n  n o t i c e .  T h e  1 9 8 5  a m e n d m e n t s  
f u r t h e r  i m p l e m e n t  t h a t  r e c o g n i t i o n .

T h e  r e q u i r e m e n t  t h a t  t h e  name, a d d r e s s ,  a n d  c a p i t a l  
c o n t r i b u t i o n  of e a c h  l i m i t e d  p a r t n e r ,  a l o n g  w i t h  c e r t a i n  o t h e r  
i n f o r m a t i o n ,  be o n  t h e  c e r t i f i c a t e  is b e l i e v e d  "to s e r v e  no 
p r a c t i c a l  p u r p o s e  w h i l e  it i m p o s e d  on l i m i t e d  p a r t n e r s h i p s  
( p a r t i c u l a r l y  t h o s e  h a v i n g  l a r g e  n u m b e r s  of p a r t n e r s  o r  d o i n g  
b u s i n e s s  in m o r e  t h a n  o n e  state) i n o r d i n a t e  a d m i n i s t r a t i v e  and 
l o g i s t i c a l  b u r d e n s  a n d  e x p e n s e s  c o n n e c t e d  w i t h  f i l i n g  a n d  a m e n d i n g  
t h e i r  c e r t i f i c a t e s  of l i m i t e d  p a r t n e r s h i p . "  (Page 4 of P r e f a t o r y  
N o t e . )  T h e  o f f i c i a l  c o m m e n t  u n d e r  S e c t i o n  201 a d d s  t h a t  "the 
p a r t n e r s h i p  a g r e e m e n t ,  n o t  t h e  c e r t i f i c a t e  o f  l i m i t e d  p a r t n e r s h i p ,  
h a s  b e c o m e  t h e  a u t h o r i t a t i v e  and c o m p r e h e n s i v e  d o c u m e n t  f o r  m o s t  
l i m i t e d  p a r t n e r s h i p s ,  a n d  t h a t  c r e d i t o r s  a n d  p o t e n t i a l  c r e d i t o r s  of 
t h e  p a r t n e r s h i p  d o  a n d  s h o u l d  r e f e r  t o  t h e  p a r t n e r s h i p  a g r e e m e n t  
a n d  t o  o t h e r  i n f o r m a t i o n  f u r n i s h e d  to t h e m  d i r e c t l y  . . . , n o t  t o  
t h e  c e r t i f i c a t e  of l i m i t e d  p a r t n e r s h i p ,  to o b t a i n  f a c t s  c o n c e r n i n g  
t h e  c a p i t a l  a n d  f i n a n c e s  of t h e  p a r t n e r s h i p  a n d  o t h e r  m a t t e r s  of 
c o n c e r n . "

T h e  c e r t i f i c a t e  b e c o m e s  a n o t i c e  c e r t i f i c a t e  t h a t  e s t a b l i s h e s  
t h e  e x i s t e n c e  o f  a l i m i t e d  p a r t n e r s h i p ,  a n d  i d e n t i f i e s  t h e  g e n e r a l  
p a r t n e r s .  H o w e v e r ,  b e c a u s e  " t h e  c e r t i f i c a t e  h a s  p r o v i d e d  
i n f o r m a t i o n  o f  i m p o r t a n c e  t o  l i m i t e d  p a r t n e r s ,  t h e  a m e n d m e n t s  
r e q u i r e  it t o  b e  m a i n t a i n e d  for l i m i t e d  p a r t n e r s  in t h e  p a r t n e r s h i p  
a g r e e m e n t  o r  t h e  r e c o r d s  of t h e  l i m i t e d  p a r t n e r s h i p  u n d e r  S e c t i o n  
1 0 5 . "  ( N C C U S L  i n f o r m a t i o n  s h e e t  o n  t h e  1 9 8 5  a m e n d m e n t s . )

U n d e r  t h e  1985 a m e n d m e n t s ,  t h e  c e r t i f i c a t e  w o u l d  s t i l l  s e r v e  
a v a l u a b l e  f u n c t i o n ,  a n d  i n f o r m a t i o n  t h a t  u s e d  t o  be on  i t  w i l l  b e  
a v a i l a b l e  in o t h e r  d o c u m e n t s .  T h i s  c h a n g e  w o u l d  a p p e a r  t o
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f a c i l i t a t e  t h e  c r e a t i o n  a n d  o p e r a t i o n  o f  l i m i t e d  p a r t n e r s h i p s .

S e c t i o n  303. A s  y o u  p o i n t  o u t  in  y o u r  l e t ter, t h e  1 9 7 6  A c t  
s h i f t s  f r o m  b a s i n g  d e t e r m i n a t i o n  of l i m i t e d  p a r t n e r  l i a b i l i t y  o n  
" t h e  s t a t u t o r y  n o r m  of p a s s i v i t y "  t o  b a s i n g  it o n  " c r e d i t o r  
e x p e c t a t i o n . "  I.e., i n s t e a d  of l i a b i l i t y  t u r n i n g  o n  w h e t h e r  t h e  
l i m i t e d  p a r t n e r  t o o k  p a r t  in t h e  " c o n t r o l "  o f  t h e  b u s i n e s s ,  a 
l i m i t e d  p a r t n e r  w h o  " p a r t i c i p a t e s  in t h e  c o n t r o l "  w i l l  b e  l i a b l e  
o n l y  t o  p e r s o n s  w h o  t r a n s a c t  b u s i n e s s  w i t h  t h e  p a r t n e r s h i p  
r e a s o n a b l y  b e l i e v i n g  t h a t  t h e  l i m i t e d  p a r t n e r  is a g e n e r a l  p a r t n e r .  
Y o u  s a y  t h a t  y o u  " h a v e  n o  g r e a t  p r o b l e m  w i t h  t h i s  o t h e r  t h a n  t h e  
f a c t  t h a t  i t  d o e s  r e p r e s e n t  a s i g n i f i c a n t  c h a n g e  in t h e  l a w  a n d  o n e  
w h i c h  t h e  L e g i s l a t u r e  o u g h t  t o  c a r e f u l l y  w e i g h . "

T h e  1 9 8 5  a m e n d m e n t s  t h e n  e x p a n d  u p o n  t h e  1 9 7 6  A c t ' s  " s a f e  
h a r b o r "  o f  i d e n t i f i e d  a c t i v i t i e s  o f  a l i m i t e d  p a r t n e r  t h a t  d o  n o t  
c o n s t i t u t e  p a r t i c i p a t i n g  in c o n t r o l  o f  t h e  b u s i n e s s  —  e . g.,
b r i n g i n g  a d e r i v a t i v e  a c t i o n  i n  t h e  r i g h t  o f  t h e  l i m i t e d  
p a r t n e r s h i p ,  o r  s e r v i n g  o n  a c o r p o r a t e  g e n e r a l  p a r t n e r ' s  b o a r d  o f  
d i r e c t o r s .  I g a t h e r  t h a t  the " c o n t r o l "  c o n c e p t  h a s  b e e n  d i f f i c u l t  
t o  a p p l y  —  b o t h  f o r  t h e  p e o p l e  i n v o l v e d  w i t h  t h e s e  p a r t n e r s h i p s  
a n d  f o r  t h e  j u d i c i a r y .  I u n d e r s t a n d  t h a t  t h e s e  c h a n g e s  r e f l e c t  
d e v e l o p i n g  c a s e  l a w  a n d  m o d e r n  s t a t u t e s  in  t h e  area, r a t h e r  t h a n  
s i g n a l  a r a d i c a l  d e p a r t u r e  f r o m  c u r r e n t  law. T h e  c a s e s  y o u  r e f e r
t o  a r o s e  u n d e r  t h e  o l d  law, a n d  it is n o t  a p p a r e n t  t o  m e  t h a t  t h e
c h a n g e s  p r o p o s e d  i n  t h e  1976 U L P A  w i t h  1985 A m e n d m e n t s  w o u l d  
i n s p i r e  a p r o l i f e r a t i o n  o f  t h e  k i n d s  o f  p r o b l e m s  i l l u s t r a t e d  b y  
t h o s e  c a s e s .

C o n c l u s i o n .  R e c o m m e n d a t i o n .  & I n v i t a t i o n .

So, Dan, y o u r  m a t e r i a l  is e x c e l l e n t ,  a n d  y o u r  i s s u e s  
c e r t a i n l y  a r e  o n e s  t h a t  t h e  l e g i s l a t u r e  s h o u l d  c o n s i d e r .  H o w e v e r , ,  
a t  t h i s  p o i n t ,  I f e e l  t h a t  I m u s t  r e c o m m e n d  t h a t  t h e  A l a s k a
L e g i s l a t u r e  e n a c t  t h e  f u l l  1976 U L P A  w i t h  1 9 8 5  A m e n d m e n t s .

B u t  I i n v i t e  y o u r  r e b u t t a l ,  a n d  I i n v i t e  t h e
p a r t i c i p a t i o n  in t h i s  d e b a t e  of  p e r s o n s  m o r e  k n o w l e d g e a b l e  o f  t h i s  
s u b j e c t  t h a n  I. M e m b e r s  o f  t h e  N C C U S L  d r a f t i n g  c o m m i t t e e  f o r  t h i s  
? .c t , a s  w e l l  as N C C U S L  L e g i s l a t i v e  D i r e c t o r  a n d  L e g a l  C o u n s e l  J o h n  
M c C a b e ,  w o u l d  h a v e  s o m e t h i n g  h e l p f u l  t o  of f e r .

H o p e  t o  h e a r  f r o m  y o u  soon. B e s t  w i s h e s .

Y o u r s ^ r u l v ,

/-5 r CcT'
A r t h u r  H. P e t e r s o n  
U n i f o r m  L a w  C o m m i s s i o n e r  

f o r  A l a s k a
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cc: S e n a t o r  P a t  R o d e y

A l a s k a  S t a t e  L e g i s l a t u r e

T h e r e s a  L. B a n n i s t e r
L e g i s l a t i v e  C o u n s e l

A l a s k a  L e g i s l a t i v e  A f f a i r s  A g e n c y

J o h n  M. M c C a b e

L e g i s .  D i r e c t o r  & L e g a l  C o u n s e l  
N C C U S L

J o h n  A b b o t t ,  C h a i r

A l a s k a  C o d e  R e v i s i o n  C o m m i s s i o n
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Daniel Writ Fcwler TKL: 916-752-28V6 
PAX: 916.732*4704

January 28, 1991

Arthur H. Peterson, Esquire (
Post Office Box 20444 
Juneau, Alaska 99802-044

Dear Art:

Many thanks for your recent letters. I received the one mailed in December but have had a bit of 
trouble with my health and find that the demands of the new term are keeping me quite busy. Notwith­
standing, your original letter made a most reasonable request which your most recent communication 
reenforced.

I am enclosing a copy of a chapter dealing with limited partnerships which West will publish in 
March as the third edition to my casebook on business organizations. There you will find a brief sketch of 
the limited partnership in American law and the social contract which sponsored its classical structure. As 
a general proposition, I believe that the 1916 statute should be changed. From my perspective its major 
flaw is that it provides no answers to many important questions which arise in the business world and upon 
which clients deserve informed guidance. In this respect the coverage of the 1976 Revised Act is markedly 
superior. As a general proposition, I have little difficulty with the proposition that the 1976 Revised Act is 
a significant improvement and that the Alaska Legislature would do well to replace the existing statute.

My problem comes with the "1985 Amendments" which were originally styled as a third 
replacement act. Frankly, I am curious— and as a Commissioner you can be of great assistance—as to 
why the Commissioners were moved to revise the statutory base for limited partnerships twice in the span 
of only nine years? Were I a member of the legislature of a state which had adopted the 1976 Act in 1984 
(and there were several such legislatures) I would feel rather vexed.

But my problem goes beyond timing and tactics. I am distressed that the "1985 Amendments" 
mark a radical departure from the limited partnership as it has related to the state, to the business and 
investment communities, and to the bar. Tnc departure is not only from the 1916 Act (the current Alaska 
law) but also from the value judgments explicitly retained in the 1976 Revision. Let me give you two 
prominent examples.

Form ation: Until the advent of the 1985 Amendment to Section 201 of the Revised Act, persons 
intcicsted in the formation of a limited partnership were required to complete a vital disclosure document 
concerning the composition and financial structure of what was to be a state enabled limited liability 
business vehicle. This document had to be filed with a designated state official as a precondition to 
formation. There were statutory sanctions in the event of false statements. Once filed, the certificate was 
public document, open to inspection by potential investors or creditors of the firm. It was also a vital
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charter for any person seeking to represent a limited partner or the estate of such an individual. If one 
compares the provisions of Section 201 of die 1976 Revised A d with AEfSt®@S®*gESS^Scction 2 of die 
1916 Act the continued fidelity to diis policy is quite striking.

1 ask dial you take a good look at what would remain of die disclosure obligation were the Alaska 
legislature to adopt the 1985 Amended version of Section 201. Can you come up with any good reason 
why there should be such a departure from established practice? The chapter which I am enclosing 
contains Klein v. Weiss, a 1978 opinion of die Court of Appeals of Maryland. The fact pattern presents a a 
chilling demonstradon of the practical impact of adopdng the 1985 Amendments. Whcdicr you consider 
Fulton and Rinaldi "innovative enterprisers" or desperate rogues, it is a simple fact dial thicr scheme to 
defraud the lenders and die initial limited partners would have gone undetected for they would never have 
been put to the trouble of altering die content of die certificate!

Limited liability: The essence of a limited partnership is the distincdon between die general 
partner or partners and the limited participants. To die former belong the right of control and management 
disciplined by fiduciary duties and the terms of a partnership agreement. The price which the general 
partners pay for access to what Brandcis called "other peoples’ money" is one of joint and several liability 
for the debts and obligadons of die partnership. By contrast, limited partners have no obligation to contract 
creditors or even tort vicdms beyond the sum which they have agreed to contribute to the capitalizadon of 
the firm. But they, too, pay a price. Under Section 7 of Alaska’s current law, they are required to abide a 
posture of passivity at peril of loss of their state conferred shield of limited liability.

If you will lake a few minutes to examine die cases collected under die heading "Liability to Third 
Party Creditors" you will see graphic examples of business fact patterns in which persons who sought the 
protection of limited partner status also desired to participate in control and management of die firm. 
Holzman v. DeEscamilla, sets forth the classical fate of such a partner. Delaney v. Fidelity Lease and 
Frigidaire Sales Corp. v. Union Properties, Inc., reveal rival interpretadons of the 1916 Statute. The issue 
is whether a loss of limited liability should turn on an offense to the statutory norm of passivity or only 
upon specific creditor expectadons generated by that activity.

It is evident that the Commissioners desired to move in the direction of the "creditor expectation" 
posidon when they adopted the content of Secdon 303 of the 1976 Revised Act. I have no great problem 
with this other than the fact that it does represent a significant change in the law and one which the 
Legislature ought to carefully weigh. Under the original content of Secdon 303 a disdncuon was made 
between the fate of a limited partner who pardcipates in control and management from time to time and 
one who makes such a pervasive interference as to "substandally.. .exercise the powers of a general 
partner." Only the later partner suffers a total loss of limited liability protection. The partner guilty of 
occasional interference in control and management is liable only to creditors who had actual knowledge of 
diis participation in control.

Now look at the "1985 Amendment" to Section 303. I suspect that you will agree with me that it 
is a far more radical change from die passivity norm than was ever envisioned in the 1976 text. Art, why 
is such a radical change being suggested? Has any thought been given to die impact of this license to 
participate among the ranks of limited partners? Today in Alaska a limited partner can be secure in the 
knowledge that only die general partner or partners have the right of control. The deterrent to an ambitious 
limited partner bent on interference is the loss of limited liability. But under the revised Section 303 what
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assurance do the limited partners who desire a passive posture (perhaps because of their age, physical 
location, or the other burdens of their lives) that this basic treaty will oblige oilier investors?

Art, I share these questions and thoughts with you because 1 know that you have the interest of the 
average Alaskan very much at heart. If you can come up wilh justifications for die changes wrought by 
the 1985 Amendments to Section 201 and 303 I would be delighted to learn from them. I wish you well in 
your endeavors and hope dial you will consider the introduction of a bill which features the 1976 Revised 
Uniform Limited Partnership Act as modified by die 1985 Amendments but without die amendments to 

1 . 0  I -$> Scclionsv202^and 303. I am sending a copy of this letter to John Abbott widi die request that he share it 
with other members of die Code Revision Commission.

Best personal regards.

Daniel Wm. Fessler 
Professor of Law

cc: John Abbott, Esquire
Chairman
Alaska Code Revision Commission
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N E E D  A 
S P E A K E R ? T h e s e  p e r s o n s  a r e  a v a i l a b l e  t o  p r o v i d e  t e s t i m o n y  

o r  g i v e  p r e s e n t a t i o n s  on  t h e  U n i f o r m  L i m i t e d
P a r t n e r s h i p  Act:

J o e l  A d e l m a n  R o b e r t  B e r g e r
D e t r o i t ,  M i c h i g a n  C h i c a g o ,  I l l i n o i s
A d v i s o r  R e p o r t e r

H o w a r d  W a l t h a l l  
B i r m i n g h a m ,  A l a b a m a  
A B A  A d v i s o r

F o r  i n f o r m a t i o n  o n  a r r a n g i n g  a s p e a k e r ,  c o n t a c t  J o h n  M c C a b e  
o r  K a t i e  R o b i n s o n  a t  3 1 2 - 9 1 5 - 0 1 9 5 .
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THE UNIFORM LIMITED PARTNERSHIP ACT (1976)  
WITH THE 1985 AMENDMENTS

SECTION BY SECTION ANALYSIS

A r t i c l e  1:  General  P r o v i s i o n s

S e c t i o n  101 c o n t a i n s  d e f i n i t i o n s .

S e c t i o n  102 p r o v i d e s  w ha t  may and may n o t  be i n c l u d e d  i n  t h e  name 
o f  each l i m i t e d  p a r t n e r s h i p  as s e t  f o r t h  i n  i t s  c e r t i f i c a t e .  The name 
may n o t  be s i m i l a r  t o  t h e  name o f  any  c o r p o r a t i o n  o r  l i m i t e d  p a r t n e r s h i p  
b o th  f o r e i g n  a n d / o r  l o c a l ;  may n o t  c o n t a i n  c e r t a i n  w o r d s ;  may n o t  
a b b r e v i a t e  " l i m i t e d  p a r t n e r s h i p " ;  and may n o t  c o n t a i n  t h e  name o f  a 
l i m i t e d  p a r t n e r  w i t h  e x c e p t i o n s .

S e c t i o n  103 p r o v i d e s  t h e  p ro c e d u r e  f o r  r e s e r v i n g  a p a r t n e r s h i p
name.

S e c t i o n  104 r e q u i r e s  t h a t  a l i m i t e d  p a r t n e r s h i p  m a i n t a i n  an o f f i c e  
f o r  ke e p in g  r e c o r d s  and an a g e n t  f o r  s e r v i c e  o f  p r o c e s s .

S e c t i o n  105 s p e c i f i e s  t h e  r e c o r d s  t h a t  a l i m i t e d  p a r t n e r s h i p  must  
keep.  T h i s  i n c l u d e s  names and add resses  o f  each p a r t n e r ,  and ,  a copy  o f  
t h e  c e r t i f i c a t e ,  t a x  r e t u r n s ,  and a g re e m e n ts .  Such r e c o r d s  a re  s u b j e c t  
t o  i n s p e c t i o n  by p a r t n e r s  d u r i n g  o r d i n a r y  b u s in e s s  h o u r s .

A r t i c l e  2 :  F o rm a t io n

S e c t i o n  201 e s t a b l i s h e s  t h e  r e q u i r e m e n t s  and p ro c e d u re  f o r  f o r m in g  
a l i m i t e d  p a r t n e r s h i p .  To f o r m  a l i m i t e d  p a r t n e r s h i p ,  a c e r t i f i c a t e  
c o n t a i n i n g  th e  name o f  t h e  l i m i t e d  p a r t n e r s h i p ,  t h e  name and a dd ress  o f  
b o th  t h e  g e n e r a l  p a r t n e r ( s )  and t h e  a g e n t  f o r  s e r v i c e  o f  p r o c e s s ,  d a te  
o f  d i s s o l u t i o n ,  and o t h e r  m a t t e r s  as d e s i r e d ,  must  be f i l e d  w i t h  th e  
S e c r e t a r y  o f  S t a t e  ( o r  e q u i v a l e n t ) .  A l i m i t e d  p a r t n e r s h i p  i s  a c t u a l l y  
formed a t  t h e  t im e  t h e  c e r t i f i c a t e  i s  f i l e d ,  o r  a t  any l a t e r  t i m e ,  i f  
s p e c i f i e d  i n  t h e  c e r t i f i c a t e .

S e c t i o n  202 d e t a i l s  t h e  c i r c u m s t a n c e s  u n d e r  w h ich  a c e r t i f i c a t e  o f  
l i m i t e d  p a r t n e r s h i p  s h a l l  be amended as w e l l  as t h e  r e q u i r e m e n t s  f o r  
amending i t .  I n  p a r t i c u l a r ,  a c e r t i f i c a t e  o f  amendment must  be f i l e d  
w i t h  t h e  S e c r e t a r y  o f  S t a t e  upon t h e  a d m is s io n  a n d / o r  w i t h d r a w a l  o f  a 
g e n e r a l  p a r t n e r .

S e c t i o n  203 r e q u i r e s  a c e r t i f i c a t e  o f  c a n c e l l a t i o n  t o  be f i l e d  w i t h  
t h e  S e c r e t a r y  o f  S t a t e  when a l i m i t e d  p a r t n e r s h i p  i s  d i s s o l v e d .  The 
c e r t i f i c a t e  must  c o n t a i n  t h e  reasons  f o r  c a n c e l l a t i o n ,  t h e  name o f  t h e  
l i m i t e d  p a r t n e r s h i p  and t h e  d a te  t h e  l i m i t e d  p a r t n e r s h i p  was o r i g i n a l l y  
fo rm ed.

S e c t i o n  204 r e q u i r e s  o r i g i n a l  c e r t i f i c a t e s  and c e r t i f i c a t e s  o f  
c a n c e l l a t i o n  t o  be s ig n e d  by a l l  g e n e r a l  p a r t n e r s .  A c e r t i f i c a t e  o f



amendment must  be s ig n e d  by one g e n e r a l  p a r t n e r  and any new g e n e ra l  
p a r t n e r  d e s i g n a t e d  i n  th e  c e r t i f i c a t e  o f  amendment.

S e c t i o n  205 a u t h o r i z e s  a c o u r t  t o  o r d e r  th e  e x e c u t i o n  o f  a 
c e r t i f i c a t e  f o r  any person  a d v e r s e l y  a f f e c t e d  by t h e  f a i l u r e  o f  
e x e c u t i o n ,  upon p e t i t i o n .

S e c t i o n  206 e s t a b l i s h e s  t h e  p ro c e d u re  f o r  f i l i n g  a c e r t i f i c a t e  o f  
l i m i t e d  p a r t n e r s h i p  (and any o t h e r  o f  t h e  c e r t i f i c a t e s )  i n  t h e  O f f i c e  o f  
t h e  S e c r e t a r y  o f  S t a t e  ( o r  e q u i v a l e n t ) .

S e c t i o n  207 p r o v i d e s  f o r  damages when a pe rson  s u f f e r s  l o s s  based 
upon r e l i a n c e  on a f a l s e  s t a t e m e n t  i n  a c e r t i f i c a t e .

S e c t i o n  208 p r o v i d e s  t h a t  a c e r t i f i c a t e  o f  l i m i t e d  p a r t n e r s h i p  
f i l e d  w i t h  t h e  S e c r e t a r y  o f  S t a t e  ( o r  e q u i v a l e n t )  i s  n o t i c e  t h a t  t h e  
l i s t e d  g e n e r a l  p a r t n e r s  a re  g e n e r a l  p a r t n e r s ,  and t h a t  t h e  p a r t n e r s h i p  
i s  a l i m i t e d  p a r t n e r s h i p ,  and no o t h e r  f a c t .

S e c t i o n  209 r e q u i r e s  t h e  g e n e r a l  p a r t n e r s  t o  m a i l  a copy o f  any 
c e r t i f i c a t e  t o  each l i m i t e d  p a r t n e r ,  a f t e r  i t  i s  f i l e d .

A r t i c l e  3 :  L i m i t e d  P a r t n e r s  v

S e c t i o n  301 e s t a b l i s h e s  t h a t  a p e rso n  becomes an o r i g i n a l  l i m i t e d  
p a r t n e r  when th e  p a r t n e r s h i p  i s  fo rmed  o r  a t  any l a t e r  t im e  s p e c i f i e d  i n  
t h e  p a r t n e r s h i p  r e c o r d s .  I f  t h e  agreement  does n o t  s p e c i f y  when l a t e r  
j o i n i n g  l i m i t e d  p a r t n e r s  become s o ,  becoming  one by a c q u i r i n g  a 
p a r t n e r s h i p  i n t e r e s t  ( i n c l u d i n g  a s s ig n m e n t )  r e q u i r e s  w r i t t e n  c o n s e n t  o f  
a l l  p a r t n e r s .

S e c t i o n  304 p r o v i d e s  a means f o r  a pe rson  who b e l i e v e s  i n  good 
f a i t h  t h a t  he o r  she i s  a l i m i t e d  p a r t n e r  t o  a v o i d  l i a b i l i t y  as a 
g e n e r a l  p a r t n e r  when t h a t  good f a i t h  b e l i e f  i s  e r r o n e o u s .

S e c t i o n  305 g i v e s  l i m i t e d  p a r t n e r s  t h e  r i g h t  t o  i n s p e c t  t h e  r e c o r d s  
t h a t  must  be k e p t  a c c o r d i n g  t o  S e c t i o n  105 ,  and t o  have f u l l  i n f o r m a t i o n  
on t h e  f i n a n c i a l  s t a t u s  o f  t h e  p a r t n e r s h i p ,  c o p ie s  o f  t a x  r e t u r n s ,  and 
o t h a r  i n f o r m a t i o n  as i s  r e a s o n a b le  and j u s t ,  upon re a s o n a b le  demand.

A r t i c l e  4 :  General  P a r tn e r s

S e c t i o n  401 p e r m i t s  t h e  agreement  t o  c o n t r o l  a d m is s io n  o f  
a d d i t i o n a l  g e n e ra l  p a r t n e r s .  I f  t h e  ag reem en t  i s  s i l e n t ,  a d m is s io n  o f  
a d d i t i o n a l  g e n e ra l  p a r t n e r s  r e q u i r e s  unan im ous ,  w r i t t e n  c o n s e n t  o f  a l l  
p a r t n e r s .

S e c t i o n  402 i n d i c a t e s  t h e  t y p e s  o f  e v e n ts  t h a t  c o n s t i t u t e  
i n v o l u n t a r y  g e n e ra l  p a r t n e r  w i t h d r a w a l  f r o m  a l i m i t e d  p a r t n e r s h i p .  Such 
e v e n ts  i n c l u d e  b a n k r u p t c y  o f  th e  g e n e ra l  p a r t n e r ,  d ea th  o f  t h e  g en e ra l  
p a r t n e r ,  and a d j u d i c a t e d  in co m p ten cy  o f  t h e  g e n e r a l  p a r t n e r .
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S e c t i o n  403 e s t a b l i s h e s  t h e  g e n e r a l  powers and g e n e ra l  l i a b i l i t y  o f  
a g e n e r a l  p a r t n e r  -  as i f  a p a r t n e r  i n  a p a r t n e r s h i p  w i t h o u t  l i m i t e d  
p a r t n e r s .

S e c t i o n  404 a l l o w s  g e n e r a l  p a r t n e r s  t o  c o n t r i b u t e  t o  the  
p a r t n e r s h i p  and t o  share  i n  p r o f i t s  and l o s s e s  b o th  as g en e ra l  p a r t n e r s  
and l i m i t e d  p a r t n e r s .

S e c t i o n  405 p r o v i d e s  t h a t  g e n e r a l  p a r t n e r  v o t i n g  r i g h t s  a r i s e ,  i f  
a t  a l l ,  i n  t h e  p a r t n e r s h i p  a g reem en t .

A r t i c l e  5 :  F inance

S e c t i o n  501 p r o v i d e s  t h a t  p a r t n e r  c o n t r i b u t i o n s  may be i n  t h e  fo rm  
o f  c a s h ,  p r o p e r t y ,  s e r v i c e s  r e n d e r e d ,  p r o m i s s o r y  n o t e ,  o r  an o b l i g a t i o n  
t o  p r o v i d e  any o f  t h e  same.

S e c t i o n  502 p e r m i t s  t h e  w r i t t e n  ag reemen t  t o  c o n t r o l  a p a r t n e r ' s  
l i a b i l i t y  t o  t h e  l i m i t e d  p a r t n e r s h i p  f o r  c o n t r i b u t i o n s .  Un less  th e  
w r i t t e n  agreement  p r o v i d e s  o t h e r w i s e ,  a p a r t n e r  i s  l i a b l e  t o  p e r f o r m  any 
p rom ise  t o  c o n t r i b u t e .  A l i m i t e d  p a r t n e r ' s  p rom ise  must  be i n  w r i t i n g  
t o  be e n f o r c e a b l e .  I f  p rom ised  c o n t r i b u t i o n s  o f  p r o p e r t y  o r  s e r v i c e s  
a re  n o t  made,  t h e  p a r t n e r  can be o b l i g a t e d  t o  c o n t r i b u t e  th e  cash 
e q u i v a l e n t  a t  t h e  p a r t n e r s h i p ' s  o p t i o n .

S e c t i o n  503 p e r m i t s  th e  w r i t t e n  ag reem en t  t o  c o n t r o l  s h a r i n g  i n  
p r o f i t s  and l o s s e s .  I f  t h e  agreement  i s  s i l e n t ,  a l l o c a t i o n s  mus t  be 
p r o p o r t i o n a l  t o  t h e  v a lu e  o f  c o n t r i b u t i o n s  made.

S e c t i o n  504 p e r m i t s  t h e  w r i t t e n  agreemen t  t o  c o n t r o l  a l l o c a t i o n  o f  
d i s t r i b u t i o n s .  I f  t h e  agreement  i s  s i l e n t ,  a l l o c a t i o n s  must  be 
p r o p o r t i o n a l  t o  t h e  v a lu e  o f  c o n t r i b u t i o n s  made.

A r t i c l e  6 :  D i s t r i b u t i o n s  and W i th d r a w a l

S e c t i o n  601 makes d i s t r i b u t i o n s  t o  p a r t n e r s ,  e x c e p t  d i s t r i b u t i o n s  
a t  w i t h d r a w a l  f rom  t h e  p a r t n e r s h i p ,  o r ,  t h e  d i s s o l u t i o n  o r  w i n d i n g  up o f  
th e  p a r t n e r s h i p ,  s u b j e c t  t o  and c o n t i n g e n t  upon t h e  terms o f  th e  
p a r t n e r s h i p  agreemen t .

S e c t i o n  602 gove rns  t h e  w i t h d r a w a l  o f  a g e n e r a l  p a r t n e r .  A g e n e ra l  
p a r t n e r  can w i t h d r a w  a t  any t i m e ,  b u t  may be l i a b l e  f o r  b reach  o f  t h e  
p a r t n e r s h i p  agreement  i f  t h e  w i t h r a w a l  v i o l a t e s  i t .

S e c t i o n  603 s u b j e c t s  v o l u n t a r y  w i t h d r a w a l  o f  a l i m i t e d  p a r t n e r  f ro m  
the  p a r t n e r s h i p  to  t h e  p a r t n e r s h i p  a g re em e n t .  I f  t h e  agreement  i s  
s i l e n t ,  w i t h d r a w a l  can o c c u r  o n l y  upon 6 months n o t i c e  t o  each g e n e r a l  
p a r t n e r .

S e c t i o n  604 p e r m i t s  t h e  p a r t n e r s h i p  ag reemen t  t o  d e te rm in e  a 
p a r t n e r ' s  d i s t r i b u t i o n  upon w i t h d r a w a l  f r o m  th e  p a r t n e r s h i p .  I f  th e  
agreement  i s  s i l e n t ,  the  b a s i s  f o r  a d i s t r i b u t i o n  i s  the  f a i r  v a l u e  o f  
the  p a r t n e r ' s  c u r r e n t  i n t e r e s t  i n  t h e  p a r t n e r s h i p .
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S e c t i o n  G05 p r o v i d e s  t h a t  a d i s t r i b u t i o n  must  be i n  c a sh ,  u n l e s s  
the  w r i t t e n  p a r t n e r s h i p  agreement  s t a t e s  o t h e r w i s e .  Un le ss  the  w r i t t e n  
agreement  p r o v i d e s ,  no p a r t n e r  can demand a d i s t r i b u t i o n  in  k i n d ,  r io r  be 
f o r c e d  to  a c c e p t  such a d i s t r u b u t i o n .

S e c t i o n  606 g r a n t s  a p a r t n e r  t h e  s t a t u s  o f  a c r e d i t o r  o f  t h e  
l i m i t e d  p a r t n e r s h i p  f o r  any d i s t r i b u t i o n  t o  wh ich  he o r  she i s  e n t i t l e d .

S e c t i o n  607 p r o h i b i t s  any d i s t r i b u t i o n  t o  a p a r t n e r  t h a t  w o u ld  make 
the  l i a b i l i t i e s  o f  t h e  l i m i t e d  p a r t n e r s h i p  exceed the  f a i r  v a lu e  o f  i t s  
a s s e t s .

S e c t i o n  608 p r o v i d e s  a s t a t u t e  o f  l i m i t a t i o n s  f o r  l i a b i l i t y  when a 
p a r t n e r  r e c e i v e s  a r e t u r n  o f  c o n t r i b u t i o n  i n  p a r t  o r  i n  w h o le .  I f  t h e  
r e t u r n  i s  r i g h t f u l ,  t h e r e  i s  l i m i t e d  l i a b i l i t y  t o  p a r t n e r s h i p  c r e d i t o r s  
f o r  one y e a r  a f t e r  t h e  r e t u r n .  A w r o n g f u l  r e t u r n  e x te n d s  l i a b i l i t y  f o r  
s i x  y e a r s .

A r t i c l e  7:  Ass ignm en t  o f  P a r t n e r s h i p  I n t e r e s t s

S e c t i o n  701 e s t a b l i s h e s  t h a t  a p a r t n e r s h i p  i n t e r e s t  i s  p e rs o n a l  
p r o p e r t y .

S e c t i o n  702 p r o v i d e s  t h a t  ass ig nm e n t  o f  a p a r t n e r s h i p  i n t e r e s t  
i n c l u d e s  any d i s t r i b u t i o n  r i g h t s  t o  w h ic h  an a s s i g n o r  wou ld  be e n t i t l e d .  
Once an i n t e r e s t  i s  a s s i g n e d ,  t h e  a s s i g n o r  ceases t o  be a p a r t n e r .

S e c t i o n  703 g r a n t s  a judgm en t  c r e d i t o r  t h e  r i g h t s  o f  an a s s ig n e e .

S e c t i o n  704 p e r m i t s  th e  p a r t n e r s h i p  agreement  t o  d e te rm in e  t h e  
te rms and c o n d i t i o n s  f o r  an a s s ig n e e  t o  become a l i m i t e d  p a r t n e r .  I f  
t h e  agreement  i s  s i l e n t ,  an a s s ig n e e  becomes a l i m i t e d  p a r t n e r  o n l y  upon 
th e  c o n s e n t  o f  a l l  p a r t n e r s .  The a s s i g n o r ,  however ,  rema ins  l i a b l e  t o  
t h e  l i m i t e d  p a r t n e r s h i p  f o r  any f a l s e  s t a t e m e n t  u nd e r  S e c t i o n  207 and 
f o r  c o n t r i b u t i o n s  u nde r  S e c t i o n  502 ,  even a f t e r  t h e  a s s ig n e e  becomes a 
l i m i t e d  p a r t n e r .

S e c t i o n  705 a l l o w s  a p a r t n e r ' s  r e p r e s e n t a t i v e  t o  e x e r c i s e  a 
p a r t n e r ' s  r i g h t s  i n  t h e  e v e n t  o f  t h e  p a r t n e r ' s  d ea th  o r  in c o m p e te n c y ,  
f o r  t h e  purposes  o f  s e t t l i n g  th e  e s t a t e  o r  managing t h e  p r o p e r t y  o f  the  
p a r t n e r .

A r t i c l e  8 :  D i s s o l u t i o n

S e c t i o n  801 c a l l s  f o r  th e  d i s s o l u t i o n  o f  t h e  p a r t n e r s h i p  when th e  
agreement  p r o v i d e s  f o r  t e r m i n a t i o n  o f  t h e  p a r t n e r s h i p ,  when a l l  p a r t n e r s  
c o n s e n t ,  upon th e  w i t h d r a w a l  o f  t h e  o n l y  g e n e r a l  p a r t n e r ,  o r  upon a 
decree  o f  d i s s o l u t i o n .  D i s s o l u t i o n  upon w i t h d r a w a l  o f  t h e  o n l y  g e n e ra l  
p a r t n e r  i s  h e l d  i n  abeyance f o r  90 d a ys ,  d u r i n g  w h ich  t im e  th e  p a r t n e r s  
may u n a n im o u s ly  co n s e n t  t o  th e  c o n t i n u a t i o n  o f  t h e  b u s in e s s  and t h e  
a p p o in tm e n t  o f  a new g en e ra l  p a r t n e r .  I f  t h e y  do ,  the  p a r t n e r s h i p  i s  
n o t  d i s s o l v e d .
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S e c t i o n  802 p e r m i t s  a p a r t n e r  t o  a p p l y  f o r  j u d i c i a l  d i s s o l u t i o n  
whenever  a l i m i t e d  p a r t n e r s h i p  c a n n o t  w i t h  r e a s o n a b le  p r a c t i c a b i l i t y  
c a r r y  on b u s in e s s  i n  c o n f o r m i t y  w i t h  t h e  p a r t n e r s h i p  agreement .

S e c t i o n  803 g i v e s  g e n e r a l  p a r t n e r s  t h e  p r i o r i t y  f o r  w in d in g  up 
p a r t n e r s h i p  b u s in e s s  upon d i s s o l u t i o n .  I f  t h e r e  a re  no g e n e ra l  p a r t n e r s  
a b le  t o  c o n d u c t  t h e  w i n d i n g  up ,  l i m i t e d  p a r t n e r s  can do i t .  A c o u r t  can 
w ind  up t h e  p a r t n e r s h i p  upon a p p l i c a t i o n  o f  any p a r t n e r .

S e c t i o n  804 gove rns  t h e  d i s t r i b u t i o n  o f  a s s e t s  upon w in d in g  up th e  
p a r t n e r s h i p  a f f a i r s ,  and e s t a b l i s h e s  p r i o r i t i e s  f o r  t a k i n g  
d i s t r i b u t i o n s .  C r e d i t o r s  a re  s a t i s f i e d  b e f o r e  t h e  i n t e r e s t  o f  any 
p a r t n e r .

A r t i c l e  9 :  F o r e ig n  L i m i t e d  P a r t n e r s h i p s

S e c t i o n  901 s t a t e s  t h a t  t h e  law o f  a f o r e i g n  s t a t e  gove rns  th e  
o r g a n i z a t i o n ,  i n t e r n a l  a f f a i r s ,  and l i m i t e d  p a r t n e r  l i a b i l i t i e s  f o r  
l i m i t e d  p a r t n e r s h i p s  formed i n  t h a t  s t a t e .

S e c t i o n  902 r e q u i r e s  r e g i s t r a t i o n  o f  f o r e i g n  l i m i t e d  p a r t n e r s h i p s  
b e f o r e  t h e y  can t r a n s a c t  b u s i n e s s ,  and s e t s  o u t  t h e  c o n t e n t s  o f  a 
p e t i t i o n  f o r  r e g i s t r a t i o n .

S e c t i o n  903 r e q u i r e s  t h e  S e c r e t a r y  o f  S t a t e  ( o r  e q u i v a l e n t )  t o  
r e g i s t e r  any f o r e i g n  l i m i t e d  p a r t n e r s h i p  t h a t  l a w f u l l y  a p p l i e s  f o r  
r e g i s t r a t i o n .

S e c t i o n  904 s t a t e s  t h a t  a f o r e i g n  l i m i t e d  p a r t n e r s h i p  may r e g i s t e r  
u nder  any name t h e  c o u ld  be r e g i s t e r e d  by a d o m e s t i c  l i m i t e d  
p a r t n e r s h i p .

S e c t i o n  905 p r o v i d e s  t h a t  a f o r e i g n  l i m i t e d  p a r t n e r s h i p  must  
c o r r e c t  any i n a c c u r a c i e s  i n  i t s  a p p l i c a t i o n  f o r  r e g i s t r a t i o n  w i t h  an 
im med ia te  f i l i n g  o f  a c e r t i f i c a t e  o f  amendment.

S e c t i o n  906 p r o v i d e s  t h e  p ro c e d u re  f o r  c a n c e l l i n g  a r e g i s t r a t i o n  o f  
a f o r e i g n  l i m i t e d  p a r t n e r s h i p .

S e c t i o n  J07 d e n ie s  a f o r e i g n  l i m i t e d  p a r t n e r s h i p  access t o  the  
c o u r t s  i f  t h e  f o r e i g n  l i m i t e d  p a r t n e r s h i p  f a i l s  t o  r e g i s t e r .

S e c t i o n  908 a l l o w s  an a p p r o p r i a t e  o f f i c i a l  t o  b r i n g  a c t i o n  t o
r e s t r a i n  a f o r e i g n  l i m i t e d  p a r t n e r s h i p  f rom  t r a n s a c t i n g  b u s in e s s  i f  i t
f a i l s  t o  comp ly  w i t h  A r t i c l e  9.

A r t i c l e  10:  D e r i v a t i v e  A c t i o n s

S e c t i o n  1001 a l l o w s  l i m i t e d  p a r t r n e r s  t o  b r i n g  a c t i o n  on b e h a l f  o f  
the  p a r t n e r s h i p  i f  t h e  g e n e r a l  p a r t n e r s  r e f u s e  t o  do so o r  i t  appears 
t h a t  t h e y  a re  u n l i k e l y  t o  do so .

S e c t i o n  1002 r e q u i r e s  t h e  p l a i n t i f f  i n  a d e r i v a t i v e  a c t i o n  t o  be a
p a r t n e r  when th e  l i t i g a t e d  t r a n s a c t i o n  was e n t e r e d  on b e h a l f  o f  the
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p a r t n e r s h i p ,  o r  t o  be a p e rson  w i t h  a u t h o r i t y  f rom  a p a r t n e r  a t  t h a t  
t i m e .

S e c t i o n  1003 r e q u i r e s  t h e  p l a i n t i f f  i n  a d e r i v a t i v e  a c t i o n  t o  s e t  
f o r t h  w i t h  p a r t i c u l a r i t y  t h e  e f f o r t s  t o  g e t  a g e n e r a l  p a r t n e r  t o  
i n i t i a t e  t h e  a c t i o n .

S e c t i o n  1004 p r o v i d e s  t h e  c o u r t  t h e  d i s c r e t i o n  to  award a 
s u c c e s s f u l  p l a i n t i f f  expenses and a t t o r n e y ' s  f e e s .

A r t i c l e  11:  M i s c e l l a n e o u s

S e c t i o n  1101 e s t a b l i s h e s  t h e  scope o f  t h e  A c t .

S e c t i o n  1102 i s  t h e  t i t l e  f o r  c i t a t i o n  p u rp o s e s .

S e c t i o n  1103 p r o v i d e s  f o r  s e ve rance  o f  any p r o v i s i o n s  o f  t h e  A c t
t h a t  a r e  found  u n c o n s t i t u t i o n a l .

S e c t i o n  1104 p r o v i d e s  f o r  t h e  e f f e c t i v e  d a te  f o r  t h i s  A c t ,  and f o r  
th e  r e p e a l  o f  p r i o r  l e g i s l a t i o n .  I t  s p e c i f i c a l l y  p r o v i d e s  t h a t  l i m i t e d  
p a r t n e r s h i p s  fo rmed  u nd e r  p r i o r  law s h a l l  rema in  s u b j e c t  t o  t h e  p r i o r  
law f o r  s p e c i f i c  a s p e c t s  o f  p a r t n e r s h i p  a c . t i v i t y ,  and s h a l l  n o t  be 
im p a i r e d  by i t s  r e p e a l .

S e c t i o n  1105 s t a t e s  t h a t  t h e  U n i f o r m  P a r t n e r s h i p  A c t  gove rns  any
case n o t  p r o v i d e d  f o r  i n  t h i s  A c t .

S e c t i o n  1106 i s  a s a v in g s  c l a u s e .
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UNIFORM LIM ITED PA RTN ERSH IP ACT (1976) 
WITH I!i85 AMENDMENTS

(Additions iind Deletions in Uie Aet 
are indienti’il by tllidel'seore nod Klrilieool)

HtKEATOKY NOTH
Tim KovimhI llniriitio hiiiiilod I'arluerfihip Aid mlnptml l.y tin, Notional thiiifonmco of (lommiiihiim- 

«‘ih on lliiiforui-SUU* Liwh iii AiihuhW-IW7(i In I!)7li, the National Conference of CnmmissinncrH mi 
Uniform Stale I.HWH adopted the firs t revision ilfTlio Uniform I.iinitoil I’nrtneriilup Act, originally 
prinnnlgaleilTn lMHi. The IU7li Aet was intended lu modernize the prior uniform low while retaining 
the special rhariieter of limited partnerships as nonpareil with corporations. The draftsman of a 
limited partnership ugrccmcnl tins a decree of flcxihilily in defining the relations ainoni; the partners 
that is not avallahlc in the rorporute form. Moreover, the relationsliip anion)' partners is eonsensunl, and 
rciiuiros ndcgrceof privity that forced the under some circumstances way roimire a general partner to seek 
approval of the other partners (sometimes unanimous approval) under circumstances that corporate man­
agement would find unthinkalile. The limited partnership was not intended to lie an idtumative in all cases 
where the corporate form is undesirable for tax or other reasons, and the new 1**70 Act was not intended to 
make it so. The new 1970 Act clarified clarified many ambiguities and fills fiiled interstices in the prior 
uniform law 1010 Act by ndilini; more dntailed language and mechanics. In addition, it effected some impor­
tant substantive changes and additions have-been mode from the prior uniform law.

The Uniform Limited Partnership Act (lt)7C) with the 1985 Amendments (the lilBf) Act) follows the 
ll)7fi Act very closely In most respects. It makes almost no change in the husic s t ructure of the l!>70 
Act. It does, however, differ from the l'J70 Act in certain signiticunt rest ;cts~fur the purpose of 
more effectively modernizing, improving and establishing uniformity in the law of limited partner­
ships. The lOttO Act accomplishes this without impairing the basic philosophy or values underlying 
the l!l7fi Act, by incorporating into the structure, framework and (ext of tin* 1070 Act the best anil 
most important improvements that have emerged in the limited partnership acts enacted recently tiy 
certain states. Most of those improvements were considered by the draftsmen of the l ‘J70 Act but 
were not included in it because of uncertainties as to the possible consctiuences of such inclusion 
under applicable Federal income tax laws. Those uncertainties have since been resolved satisfactori­
ly, and no impediment to incorporating them in the 1!)B5 Act remains a t this time.

Article 1 provides a list of all of the definitions used in the Act, integrates the use of limited 
partnership names with corporate names and provides for an office and agent for service of process 
in the state of organization. All of these provisions ar«-»ow- were innovations in the 1976 Act and 
were carried over from the 1976 Act to the 1DH5 Act. Article 2 collects in one place all provisions 
dealing with execution and filing of certificates of limited partnership and certificates of amendment 
and cancellation. When adopted in 1!17(i, Articles 1 and 2 reflected an important change in the prior 
statutory scheme: recognition that the basic document in any partnership, including a limited 
partnership, is the partnership agreement. The certificate of limited partnership is not a constitutive 
document (except in the sense that it is a statutory prerequisite to creation of the limited 
partnership), and merely reflects the must basic m atters as to which government officials, creditors. 
and others dealing nr considering dealing with the partnership should he put on notice. This 
principle is further implemented liv the 1 UHf> Act's elimination of the requirement, carried from the 
original lDlli Act into the ll)7!i Act, that the certificate of limited partnership set out the name, 
address and capital contribution of each limited partner and certain other ̂ details relating to the 
operation of the partnership and the respective rights of the partners. The former requirement 
served no significant practical purpose wiiilc it imposed on limited partnerships (particularly those 
having large numbers of partners or doing business in more than one state) inordinate administrative 
mid logistical burdens and expenses connected with filing and amending their certificates of limited 
partnership. Many of the other changes made by the 11)85 Act merely reflect the elimination of that
reiiuiremcnt.

L IM ITED I ’AKTNEKS IIIl' ACT

Article .'I deals witli the single most difficult issue facing lawyers who use (lie limited partnership 
form of organization: the powers and potential liabilities of limited partners, Section .'«):< lists u 
number uf activities in which a limited partner may engage without being held to have so 
significantly participated in the control of the business that lie assumes acquires (he liability of a 
general partner. Moreover, it goes oil to confine I lie liability of a limited partner who merely slope 
nvor-lim line of-paiTioipalion participates in control Ui .situations in which persons who actually know 
of that participation in control are misled thereby to tlioir detriment into reasonably believing the 
limited partner to lie a general partner. <JeiierariIaliil!ly.for-|mrtoerslop debts is imposed only.on 
(linse-limited- parlours win are, in-offnot,-'"silent general-partners" .- With tlml-oKonptinii, the 
provisions nf-lho-iinw Act that-impose liability on a  limited partner who has somehow pormillod third 
parlies-tieIm misled to their detriment as (o-the liiiiited.partner's trim status confine thaHiabihly to 
Ihiiseavhn havisaolUidly been misled. This "detrimental rcliniieii" test, together with mi expansion of 
the "laundry list" (if specific activities in which limited pm lucre may participate without incurring 
liability, lire nniotii: tin- principal Innovalinns in the lUHfi Act.

The provisions relating to general partners are collected in Article -1. It  differs little from the 
corresponding article in tlie Ill7(i Ad, except that some of the HI7I1 Act's references Pi the certificate 
of limited iiartnershiiniiive Ill-on changed to refer iiislc:»rtii The partnership agreement. This Is In 
recognition of the prmeijilc that the limited jiarlncrship agreement, not the certificate o r  litifllud 
partnership, is the primary constitutive, organizational and governing document nf a limited partner­
ship. Article 5, liio dealing with finance, sin’iiomTIjffiTH in some import,ant respects from Article 5 of 
the l!)7li Act, which Itself iiiaile inakes some important changes from the prior-uniform law, lfllli Art. 
The l!)7li Aet  explicitly permitted contributions to the partnership to lie imule in the form of the 
contribution of services and promises to contribute cash, property or services, aro-now-osjilicitly 
jmrmiUmluH (HiiilriliulioiiSr-A a rid provided that those who failed to perform promised services are were 
required, in the absence of an agreement to the contrary, to pay the value of the* services as stated in 
the certificate of limited partnership. These Important innovations of the )D7fi Act ore retained in 
substance in the 11)85 Act. However, the 1!)K5 Act substitutes the partnership agreement and the 
records of the limited partnership fur the* certificate1 nf limited- partnership as the “place such 
agreements are to lie set out and such information is to he kept.

A Article 6  o f the 11I7C Act, dealing with distributions and with the withdrawal of partners from 
the partnership, made a number of changes from the prhiMiniform-lnw-artt-iiiade-m-Artio lo-fi, lUjjl 
Act. doaliiig-wit)i-distriliut(onw-froi»-aml-tlio-witlalrawal-of-|iart(iorK-from-t)io-|>artnorslii|i. For 
example, Section 008 creatcsd a statu te of limitations on applicable to the right of a limited 
partnership to recover all or part of a  contribution that hand been returned to a limited partner, 
whether to satisfy creditors nr otherwise. The 11)85 Act retains these features o f the l!)7li Act 
without substantive change.

In both the i!)7(i and the 11)85 Acts, Ttlie assignability of partnership interests is dealt with in 
considerable detail in Article 7, and Ttlie provisions relating to dissolu' on appear in Article 8 . which, 
ttm(mg-olheF-t,hing*r -ini|H>M*s Article 8  of the 1976 Act established a new standard for seeking 
judicial dissolution of a limited partnership, which standard is carried forward into the 1!)8fi Act.

Article !> of the li)7(i and IMS Acts deals with Gone of the thorniest questions for those who 
operate limited partnerships in more than one state, has-been Us, the status of the partnership in a 
sta te other than the sta le  of its organization. Neither existing case law under the It)IB Act nor 
administrative practice mobiles it clear which sta te’s law governed the partnership or whether,in that 
other state, the limited partners continued to possess their limited liability, and-wl.ioli-jaw-govems 
thu-partnership. Article !l of the l!)7fi Act dealsl with this problem by providing for registration of 

• foreign limited partnerships and specifying ehoieenf law rules, Article !> uf tin- 11)85 Aet retains all
of those basic provisions and innovations nf the l!)7(i Act.

Finally Article 10 of the new 1070 Aet represented another significant innovation, by authorizes mg 
derivative actions to he lirought by limited partners. Tin* ltllfi Act failed to address this entire 
concent. Article 10 of the 1985 Aet clarifies certain provisions of the T.I7U Act lint docs not innke any 
substantive changes in the corresponding provisions of the l!)7ti Act.

Finally, Article 11 sets out a number of miscellaneous provisions, not the least of which are those 
dealing with the application of the new statute to limiter! partnerships ill existence at tile time uf its 

I enactment. Tlmse provisions in the lTnti Act were expanded upon by the 11)85 Act to give greater
deference to the possible expectations, some of which may have constitutionally protected status, of 
partners in such limited partnerships concerning the continuing applicability to their partnerships of 
the law in effect when they were organized.
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L IM ITED PARTNERSHIP ACT

ARTICLE I 
GENERAL PROVISIONS

Section
101. Ucfaniliuns
102 Name
10) Reservation of Name
104 Specifieil Office ami Af.cnI
105 Record* to be Kepi
106 Namre of Ilusmew
107, liuvineM Transaction* of Partner with I'ailhcrsliip

ARTICLE 2 
FORMATION; CERTIFICATE OF 

LIMITED PARTNERSHIP 
201. Certificate of Limited Partnerxliip.
2i'\ Amendment to Ceitificale.
20J. Cancellation of Certificate.
204 Execution of CcrfiOcotev
203. Execution by Judicial Act.
206 Filing in Office of Secretory of State.
207. Liability for False Statement in Certificate.
208. Scope of Notice
709 Delivery of Certificates to Limited Partner

ARTICLE 3 
LIMITED PARTNERS 

JO I Admission of Limited Partners
302 Voting.
303. I.iahility to Third Parties.
304 Person Erroneously Relieving Himself (or Herself) 

Limited Partner.
303 Information

ARTICLE 4 
GENERAL PARTNERS 

401, Admission of Additional General Partners
402 Events of Withdrawal.
403 General Powers and Lianililies
404 Contributions by General Partner.
405. Voting.

ARTICLE 5 
FINANCE 

501 Form of Contribution 
502. Liability for Contributions
503 Sharing of Profits and Lenses
504 Sharing of Diilrihutions

ARTICLE 6 
DISTKIIItmONS AND \\ITIIDRAWAL 

MR Interim Distributions 
W>2. Withdrawal of General Partner.
603. Withdrawal of Limited Partner 
tAi Distribution Upon Withdrawal

6

Section
60S. Distribution in Kind-
006 Right to Distribution
607. Limitations oil Distribution
60.8 Liability Upon Return of Contribution.

Scctlnn
ARTICLE 7

ASSIGNMENT OF PARTNERSHIP INTERESTS 
70J. Nature of Partnership Interest.
702. Assignment of Partnership Interest.
703. Rights of Creditor.
704. Right of Assignee to llecoine Limited Partner.
703. Power of Estate of Deceased or Incompetent Partner.

ARTICLE 8 
DISSOLUTION

801. No.'.j dici.il Dissolution.
802. Judicial Dissolution.
803. Winding Up
804. Distribution of Assets.

ARTICLE 9 
FOREIGN LIMITED PARTNERSHIPS

901. Law Governing.
902. Registration.
903 Issuance of Registration.
904. Name.
905. Changes and Amendments.
906. Cancellation of Registration
907. Transaction of Business Without Registration.
908. Action by (Appropriate Official)

ARTICLE 10 
DERIVATIVE ACTIONS 

1001 Right of Action.
1002. Proper Plaintiff
1003. Pleading
1004. Expenses.

ARTICLE II 
MISCELLANEOUS

1101. Construction and Application.
1102. Short Title 
1103 Scveuhihty.
1104. Effective Dale, Extended Effective Dale and Repeal
1105. Rules for Cases Not Provided for in This Act.
1106. Savings Clause.

-• rv '.r

§101 L IM ITED PAHTNEHSHIP ALT

ARTICLE 1 

G ENER AL PROVISIONS

§ 101. D efin itio n s

As used in th is [AcLj, unless th e  con tex t o th erw ise  requires:

(1) "C ertifica te  o f lim ited p a rtn e rsh ip "  m eans the ce rtifica te  re fe rred  to in Section 201, 
and th e  certifica te  a s  am ended o r r e s ta te d .

(2 ) "C on tribu tion" m eans any cash , p roperty , se rv ices rendered , o r a prom issory  note o r 
o th e r  binding ob ligation  to co n tr ib u te  cash  o r p ro p erty  o r to perform  serv ices, which a 
p a r tn e r  co n trib u te s to a  lim ited p a r tn e rsh ip  in liis capacity  as a p a rtn e r.

(II) "E v en t o f  w ithdraw al o f a  g en e ra l p a r tn e r"  m eans an even t th a t  cau ses a  person  to 
cease to he a  g en era l p a r tn e r  a s  provided in Section -102.

(•I) "F ore ign  lim ited p a rtn e rsh ip "  m eans a  p artn ersh ip  form ed u n d e r the  law s of any 
S ta to  s ta te  o th e r  th an  th is S ta te  an d  hav ing  a s  p a r tn e rs  one o r m ore g en era l p a r tn e rs  and 
one o r  m ore lim ited p a rtn e rs .

(ft) "G enera l p a r tn e r"  m eans a  p erson  w ho has been adm itted  to a  lim ited p artn ersh ip  
as~a g enera l p a r tn e r  in accordance w ith th e  p a rtn e rsh ip  ag re e m e n t and nam ed in the 
certifica te  o f  lim ited p a rtn e rsh ip  a s  a g en e ra l p a r tn e r.

(ft) "Limited partner” means a person who has been admitted to a limited partnership 
as a limited partner in accordance with the partnership agreement and-named-in-llm 
cc>rlifica U)-of-limit«l-part-nershi[>-as-si-limi ted-partner.

(7) "L im ited  p a rtn e rsh ip "  and “dom estic lim ited p a rtn e rsh ip "  m ean a  p artn ersh ip  
form ed by tw o o r  m ore persons u n d e r th e  law s o f  tin s S ta te  and  hav ing  one o r  m ore 
g enera l p a r tn e rs  and one o r  m ore lim ited p artn ers .

(8 ) “ P a r tn e r"  m eans a  limited o r  g en e ra l p artn er.
(!)) "P a rtn e rsh ip  a g re e m e n t"  m eans any valid ag reem en t, w ritten  o r  oral, o f the 

p a r tn e rs  as to the  a ffa irs  o f a  lim ited p artn ersh ip  and  the  condoct o f  its business.

(10) " P a r tn e rsh ip  in te re s t"  m eans a  p a r tn e r 's  sh a re  o f the  p ro fits  and losses o f  a 
lim ited p artn ersh ip  and the  r ig h t to  receive d istribu tions o f p a rtn e rsh ip  a sse ts .

(11) "P e rso n "  m eans a  n a tu ra l person , p a rtn ersh ip , lim ited p a r tn e rsh ip  (dom estic or 
foreign), tru s t, e s ta te , association , o r  corporation.

(12) "S ta te "  m eans a  s ta te , te rrito ry , or possession of the U nited S ta te s , the  D istric t of 
Colum bia, o r the  C om m onw ealth  o f P u e rto  Rico.

COMMENT
The definitions in this section clarify a number of uncertainties in the law existing law prior to the 

l'.)71i Act, and also make certain changes in such pr ior law. The ItlSft Act makes verv few additional 
changes in Section 101.

Contribution: this definition makes it clear that a present, contribution of services ami a promise to 
make a future payment of cash, contribution of property or performance of services are permissible 
forms for a contribution. Section .r>02 uf the l'JHft Act provides that a limited partner’s promise to 
make a contribution is enforceable only when set out in a writing siglicJ by the limited partner. 
(This result is not dissimilar from that under the 197ti Act, which required all promises of future 
contributions lu be described in the certificate of limited partnership, winch was to he signed by. 
among others, the partners making such promises.) Accordingly, Ttlie present property or services 
contributed presently or promised to be contributed in the future 7nnst he accorded a value in the 
partnership agreement or the partnership records rennirod to Tie kept pursuant to Section 105. 
certificate-o Mnniteil-imrtnorchip (Soetion-ttfWiP, and, .r, the case of a promise, that value may
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LIM ITED PARTNERSHIP ACT

(ii'l)'riiiiiii' On* liubilily nf u partner who fails In honor his ngrcciucul (.Scclion SOU). Section .’I of thu 
prinr tmifnrai law I'.Mli Art iliil out ptTinit a limited partner'll caatrilialiaa to he in the form nf 
servieea, nllhmigh that miul>uiuu did ant apply In general partners.

l-'ureigu limited partnership the Aet only deals with foreign limited parlnershipH funned tinder the 
laws nf another "Sslnte" of the llniteil States (see ttulidivisinn 12 of See!ion 101), and any adopting 
Xslale that desires to deal hy statute with the status of entities formed under Hie laws uf foreign 
rdiuitries must make appropriate rhangos thinnghniiL the Act. The exclusion of such entities from 
the Aet was not intended to sup pest that their "limited partners" should not lie accorded limited 
liability hy the courts of a Sslate adopting the Act. That ipiestlon would he resolved hy the 
ehuice of law rules uf the furnm Sslate.

(■eneral partner: this definition recognizes the separate functiiam of the partnership agreement 
and the eerlifii ate of limited partnership. The partnership agreement estahlishes the liasic ('rant of 
management pmvor to the persons named as general partners; hut liecause of the passive role played 
hy the limited partners, the separate, formal step of emlHHlying memorializing that grant of power in 
the certificate of limited partnership has hceli preserved to emphasize its importance and tn prnvido 
notice nf the identity nf the partnership's general imrtncrs tn persons ilenling with the |i,irliiersle|i.

Limited partner: as in unlike the ease nf definition of general partners, this definition provides fur admis­
sion of limited partners through the partnership agreement nndimlwimiwition in  the certificate of limited 
pnrtncrehipr-fti mldiliiiiirtheikTinitioii Miukeait-eleorklml. being imineil in Ihe-eertificoleMif limited |«irtnee- 
oliipion prerwiuisitetolimited |wrtner nt-tdim.-Failure to filedocitnotr however,menu Hint the |mrtioipunt 
is s  gonertd |m -tn e ro rth n th e  lino general liahilityefsee-HeetionniJUiKeJsimritlW alone and dues nut reuuire 
identification of any limited partner in the certificate of limited partnership (Section mil). Under the iDIti 
and the 19711 Acts, being named as a limited partner in the certificate nf limited partnership was a statutory 
requirement ami, in most if not all cases, probably also n nreretiuisite to limited partner status. Hy eliminat­
ing the requirement thnt the certificate of limited partnership contain tfie name, address, anti"capital 
contribution of each limited partner, the 19K5 Act aliliut eliminates any risk that a person intended (one a 
limited partner may be exposed to liability as a general partnerasaresulloftheinadvertentomissm nnfany 
of that information front the certificate of limited partnership, and also dispenses with the need to amend 
the certificate of limited partnership upon the admission or withdrawal nf, transfer of an interest by, or 
change in the address orcapital contribution of, any limited partner

Partnership agreement: the prinr-unifer«v4aw 1916 Act did I ot refer to the partnership agree­
ment, assuming thnt nil important m atters affecting limited p. -‘tiers would be set forth iu the 
certificate of limited partnership. Under modern practice, however, it has been common for the 
partners to enter into a  comprehensive partnership agreement, only part of which was required to he 
included or summarized in the certificate of limited partnership. As reflected in Section 201 of the 
1985 Act, the certificate of limited partnership is confined principally to matters respecting the 
partnership itself and the addition-and-withdrawal identity of general partners, and-of-wqdtal, and 
other important issues are left to the partnership ngreement. Most of the information formerly 
provided bv. but no longer required to he included in, the certificate of limited partnership is now 
required to be kept in the partnership records (Section 105).

Partnership interest: this definition is-newt first appeared in the 1976 Act and is intended to define 
what it is that is transferred when a partnership interest is assigned.

§ 102. Name
The name of each limited partnership as set forth in its certificate of limited partner­

ship:
(1) shall contain without abbreviation the words "limited partnership";
(2) may not contain the name of a limited partner unless (i) it is also the name of a 

general partner or the corporate name of a corporate general partner, or (ii) the business 
of the limited partnership had been carried on under that name before the admission of 
that limited partner;

HH-may-noU'-ontain-any-word-OHiliraso-imlicating-op-imidying-titat-it-fe-organised.otlisF 
Ihan-foF-a-purposo gtat«14n-its-cort-ificat^-i>f-limited-partnerghi|>;
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(-1) (3J may nut lie (lie same tut, nr deceptively .similar to, the name of any corporation nr 
limited partnership organized under the laws of Ibis State or licensed nr registered as a 
foreign corporation nr limited partnership in this Stale; and

(fi) (4) may not contain the following words |here insert prohibited words|.

COMMENT
Subdivision (2) of Section 1112 has been carried over from Seel inn 5 of I he prior uniform low 1916 Act with 

tvrluiu editorial changes. The remainder uf Seel ion IU2 in new fii.d appealed In tin -1976 Art and primarily 
reflects the intention to integrate the registration of limited partnerahip names with that of corporate 
names. Accordingly, Section 201 provides for central, Statewide Male-wide filing of certificates of limited 
partnership, and slihdi visions fit), and (-1! and (5| of Section 102 eotiiain standards to he applied hy the filing 
officer in determining whether! hecerllfirale should la- filed. Subdivision ( I ) requires that the proper name 
of a limited partnership contain the words “limited partnership''in full. Subdivision Cl) of the 1976 Art has 
been deleted, to reflect the deletion from Section 2ld of any requirement thal I In- certificate nf limited 
partiiei sliTirilcscrilieTlie parlnerslMji’s purposes or llie character of ils business.

§ I0H. Reservation of Niime
(a) The exclusive right to the use of a name may he reserved hy:

(1) any person intending to organize a limited partnership under this [Act] and to
adopt thal name;

(2) any domestic limited partnership or any foreign limited partnership registered in
this Stale which, in either case, intends to adopt that name;

(3) any foreign limited partnership intending to register in Ibis State and adopt that 
name; and

(4) any person intending to organize a foreign limited partnership and intending to 
have it register in this State and adopt that name.
(h) The reservation shall be made hy filing with the Secretary of Slate an application, 

executed by the applicant, to reserve a specified name. If the Secretary of State finds 
that the name is available for use by a domestic or foreign limited partnership, he [or she] 
shall reserve the name for the exclusive use of the applicant for n period of 120 days. 
Once having so reserved a name, the same applicant may not again reserve the same 
name until more than (10 days after the expiration of the last 120-day period for which 
that applicant reserved that name. The right to the exclusive use of a reserved name 
may be transferred to any other person hy filing in the office of the Secretary of State a 
notice of the transfer, executed hy the applicant for whom the name was reserved and 
specifying the name and address of the transferee.

COMMKNT
Section 103 is-newi first nnneared in the 1976 Act. The prior-unifnrm-law 1916 Act iliil not provide 

for registration of names.

§ 104. S pecified  O ffice  a n d  A gent
Each limited partnership shall continuously maintain in this State:
(1) an office, which may but need not be a place of its business in this State, at which 

shall be kept the records required by Section 105 to he maintained; and
(2) an agent for service of process on the limited partnership, which agent must he an 

individual resident of this State, a domestic corporation, or a foreign corporation autho­
rized to do business in this State.
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COMMENT
Section llll is-new firm uppoiiroil in_tho 11)711 Act, ll  rci|uirVH llmt ii limited partnership Imvo 

certain minimum contacts with lla S tate of organization, i.e., mi office ut which llm constitutive 
ilnnmicntn anil basic rinimcial information is kept ami an agent ha' nefVjee of prnceHii.

§ 105. R eco rds to  lie Kept

(it) Knelt lim ited p a r tn e rsh ip  .shall keep al th e  office re fe rred  to in Section 101(1) the 
fimuwing:

(1) a cu rre n t lisl o f the  full nam e and la.sl know n b usiness a d d ress  o f each p a r tn e r  
s o lfu rU i , .Heparately ill(tntifyii)g  tile  g en e ra l pa r tn e rs  (in a lphabetical o rder) a nd th e 
limited p a r tn e rs  (in a lphabetica l order,);

(2 ) a copy o f  th e  ce rtifica te  o f  lim ited p a r tn e rsh ip  and all ce rtifica te s  o f am endm en t 
th ere to , to g e th e r  w ith ex ecu ted  copies n f any  pow ers o f a tto rn ey  p u rsu a n t lo w hich any 
certifica te  h as been executed ,;

(11) copies o f th e  lim ited p a r tn e rsh ip 's  fed era l, s ta te  and local incom e tax  re tu rn s  and 
rep o rts , if any , fo r the  th re e  m o st recen t y e a r s r »nd;

(■1) copies o f  any then  e ffe c tiv e  w ritte n  p a r tn e rsh ip  a g reem en ts  and  o f  any financial 
s ta te m e n ts  o f  th e  lim ited p a r tn e rsh ip  fo r th e  th re e  m ost recen t years; and  

(5) u n less con tained in a  w ritte n  p a r tn e rsh ip  ag reem en t. a w ritin g  se ttin g  o u t:
(i) th e  am o u n t o f cash  am i a  d escrip tion  and  s ta te m e n t o f the  a g re e d  value o f  the  

o th e r  p ro p erty  o r  se rv ices co n tribu ted  by- each p a r tn e r  and which each  p a r tn e r - has 
a g re e d  to con tribu te ;

(ii) th e  tim es a t  w hich o r  ev en ts  on th e  happen ing  of w hich any  add itional 
co n tr ib u tio n s ag reed  to be m ade by oa~cF p a r tn e r  a re  to I..; m ade;

(iii) an y  r ig h t  o f a  p a r tn e r  to  receive, o r  o f  a g en era l pa r tn e r  to m ake, d istril m l ions 
to a  p a r tn e r  w inch include a  re tu rn  o f  all o r  any  p a r t  o T tlu i p a r tn e r s  con trib u tio n; 
anil

(iv) an y  ev en ts  upon the happen ing  o f  which th e  lim ited p a rtn e rsh ip  is to be 
disso lved and  its  a f fa irs  w ound u p .

[b] .Thoso-rooords R ecords kep t u n d er th is section  a re  su b jec t to  inspection  and copying 
a t  the  reaso n ab le  r e q u e s t and  a t  th e  expense  o f  any  p a r tn e r  d u rin g  o rd inary  b usiness 
hours.

COMMENT
Section 105 is-new first appeared in the 1970 Act. In view of the passive nature of the limited 

partner's position, it has been widely felt that limited partners are entitled to access to certain basic 
documents and information, including the certificate of limited partnership and, any partnership 
agreement and a writing setting out certain important matters which, under the 1910 and l!)7li Acts, 
were required to he set out in the certificate of limited partnership. In view of the great diversity 
among limited partnerships, it was thought inappropriate to require a standard form of financial 
report, and Section 105 does no more than require retention of lax returns ami any oilier financial 
Statements that are prepared. The names and addresses nf the general partners are made available to the 
general public in the certificate uf limited partnership.

§ IOfi. N a tu re  o f  J tu s in css 

A lim ited p a r tn e rsh ip  m ay c a rry  on any b u sin e ss th a t  a  p a rtn e rsh ip  w ith o u t lim ited 
p a r tn e rs  m ay c a rry  on ex cep t [h e re  d es ig n a te  p rohibited  activities],

COMMENT

Section 106 is identical lo Section 3 of the prinr-oniform-lnw, 1016 Act. Many states require that 
certain regulated industries, such as banking, may be carried on only by entities organized pursuant 
to special statutes, and it is contemplated that the prohibited activities would lie confined to the 
matters covered by those statutes.
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tj 1117. IIiihIih'HH T ra n s a c tio n s  o f I 'm ll ic r  w ith  I 'n r lu c rs liip

Kxi'opt as provided in Ihc p a rtn e rsh ip  ag reem en t, a  p a r tn e r  m ay lend m oney to ami 
tra n sa c t  o ilie r hmtiunmi w ith the  lim ited p artn ersh ip  and, su b jec t lo o ilie r applicable law, 
has Hie sam e r ig h ls  and obligations with resp ec t I h e re in  as u person  who ill lint a p artn er,

COMMENT
Seel inn 107 makes a number of iinpurlmil changes in Secllon 111 of the prior uniform law. |!i|(| 

Act. Section 1.1, in el feet, ensiled s upcci.il fiaudohsil conveyance proioooo appticnlile to the sinking 
of secured loans hy hmileil partners soil Ihc repayment hy Imiiled gnl tiicrshlps of loans from limited 
partners. .Section III/ leaves Unit ipieslmn In a S itale's general fraudulent conveyance stnlule In 
addition. Section 107 eliminates the prohibition m formor Seclion 111 against a general partner's (an 
npponod to n limited paitnoi) .haring pro rnlo willi general creditors in the wise of an imseeored loan 
Of course, other doctrines developed mnlcr bankruptcy and Insolvency lawn may require the 
iiiiliordiimllnn nf loans hy purlncr-s under appropriate circiniislnnrcs.

A U T IC IJ i 2 

FORMATION; C ER TIFICATE O F L IM IT E D  FA K T N E K S IIII*

§ 21)1, C e il id e a te  o f  L im ited  I ’n r ln e rs liip

(a) In o rd e r  to form  a limited partn ersh ip , tw o -o r-  m orn p arso n s inusU  oxw aito a 
c e rtifica te  o f  lim ited p a r tn e rs  hip,- -1'h n o n r tifie a U  sha ll he m u st lie execu ted  and filed in 
th e  office o f  th e  S ecre ta ry  o f  S ta le , and T he certifica te shall .seTforih:

(1) th e  nam e o f  Ihe lim ited p artnersh ip ;
(2) Him general character nf-ils business;
(11) (21 Hie a d d ress  o f  the  office and (lie nam e and ad d ress  o f the  ag e n t fo r se rv ice  o f 

p rocess requ ired  to lie m aintained by Section KM;
(•I) (11)  th e  nam e and th e  business ad d ress o f  each g en era l p a r tn e r  (specifying 

snparaUdy-UiM g enera l p a r tn e rs  am l liniiled p artners);
(5 )- th a  amouiik-of-«iKh-Hiid-;» desurip linn-and  s ta te m e n t.o f - th e  a g re e d  -v a lu ea if-th e  

o th er-p ro p erty -e r-se rv iw iK -em itriliu ted  by- eac .b -partiie r-a iid  -w hio li-eacli-parluer- has 
a g re e d  In ao iitrib iile -in -lh e-fu lu re ;

((!) th e  tim es at. wIiiuh-or- eveiitK nn-HiH liappeniiig-of-w liioh-aiiy add itional conlrihu- 
lin n s-ag reed -to -b e  m ade liy -each  p a r tn e r-a re  to -be made;

(7)-any-jM >w er-of-a-liniited-parliier-U s g r a n t  H ie-right-U sheeonie a  liin ited -partner-to  
an-aasignee-nf-any  p a r i  n L h is  partu ers liip -in le resl, and  the  le rm s and  onndilions-nf-Uin 
pow er,

(S)-if ag reed-u iM iin-lhe tiuie-al-ivhie.h  n r-llie -ev e iiU -o n  th e-h ap p en in g -o f-w h io h  a  
p a r tn e r  m ay-term inate-h ia-n ie inberaliip  in tlle-liuiited p artn ersh ip  and  th e-am o iin l o r ,a ir  
the-m ethod  of-determ iniiigT-llie-distrilnition Ui-whic.il h e  liiay-he eiilitlH d-iespim ting-his 
partiie rsh ip-iiiterek tr-and- th e - le rin s  and  im iid ile ins-of-the terininal.ion and  slisU ihulioiii 

(!l)-any right, o f  a  p a r tn e r  tn receive d istrib u tio n s u f  p roperly , including cash  from  Ihe 
lim ited p a rtn ersh ip ;

(K l)-a iiy -rig h t o f  a  p a r tn e r  to  receive, o r  o f  a  g en e ra l p a rtn e r-lo  m ake, distrilinU ons 
U i-a-partim r-w h ii'h  ine.lude-a reU iru  o f-a ll o r-an y -p a rt-  o f-H ie  parliierhy-cniilrihotioii;

(I l)-any-liine-at. w hieh-or-eveiils-tipon-lhe happen ing  of-w hich Hie limiletl |ia rliie rsliip  
is-lis-lie-dissol v e il-an d -ils -a f fa irs -wnund-iipi 

(•12 )-a iiy -r ig liU o f-t4 ie -re in a iiiiu g -g e iie ra l-p a iT n e rs -t4>-cnntim ie-(he-hiisines«-oii-tliH  
happeuiiig -of-an-evenl-of-w iH idiaw al-of-rV -geiieral-parU ieri-a iid  

(■1) th e  la te s t d a te  upon which the  limited p a rtn ersh ip  is to dissolve; and
(12) (5) an y  o th e r  m a tte rs  the g en era l p a r tn e rs  d e term ine  to  include therein.
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(ii) A limited p a rtn e rsh ip  is form ed a t the  lime o f  Ihe filing " f  th e  ce rtifica te  n f  Untiled 
p a rln crs liip  in the  office o f  the  S ec re ta ry  o f  S ta te  o r  a t any la te r  tim e Hpecifleil in the 
c e rtifica te  o f  liotiteil p a rtn e rsh ip  if, in e ith e r  case, th e re  h as  lieen nulm tantlal com pliance 
w ith the  re ip iirem eo ts  o f  th is section.

COMMENT
The I'.IWi Act requires fa r fewer u ia llin i riM|iiin*d to In’ re t forth In the certificutu o f hiniteil 

partnership  ar«  no t illfferolit- ink iu d  from lhn*n Ilian lint ri«|uirinl try Hirlniii 2 of the prior uniform 
law PI Hi A il and Section 201 o f Ihe I'.I'ili Act,, although explain additions uwl ilolnlioll* have liooit 
lliarla anil tin* ilei.criptioo lias iioon nwiraul lo raoiforro with the la a  I o f ihti Art. This is in I'n'oj'llil ion 
of Ihe fael that the purtnrrid iip  ag rennen l, not the certificate of hooleil |j.irtm-i-.hm has heciune the 
foil hoi ilaliye anil eonilireheiisite ilniiiini'iit for most limited ;,.i:liier.liijis. loiil iliat ereilllors anil 
poieaiial credito rs o ' the partnersh ip  ilo niiil o f im il« 1 ~ re lr> tin* p a rtn ership agreem ent am i tfiTiiTier 
m foiiiiatiini fiirm i.lii il to them  ilirtTliy iiy th e partne rsh ip  anil Iiy iilFiers, not lo the certifica te lit 
lillliled partnership, In obtain III p.onoralr tho oortifiiiato in mUmilod to soivo two fooiiliooa, loot, lo 
plaeo c reditors on notion o f the facts cmn'or mug the enpital and finaneea nf the partnership  and o ther 
m atte rs o f I'liiicern Him-rulnh-iopaiding-uildilinnal nunlnliMliiiii*-to and withdrawal* from  tlio 
partnership,. Kowmd, to-clearly dehncaUi Ihc limn a t  which person* become general -pmrlnors nod 
limited partner*. Subparagraph  III), which is based upon the prior-uniform law, 11) Hi Act, has linen 
retained tn make it c lear th a t existence of the lim ited partnersh ip  depends only upon rmnplium’c with 
tins section. Its enntlnued existence is not dependent upon compliance with o ilie r provisions o f this 
Act.

§ 202. A m en d m en t In C e rtif ic a te  

(a) A ce rtifica te  o f lim ited p artn ersh ip  is am ended  hy filing a  ce rtifica te  o f am endm en t 
th e re to  in th e  office n f th e  S ecre ta ry  o f S ta te . T he c e rtifica te  sha ll s e t  fo rth :

(1) th e  nam e o f  th e  lim ited p artnersh ip ;
(2 ) the  d a te  n f  filing the  certifica te ; and
(II) the  am en d m en t to  the  certificate .

(Ii) W ithin TO days a f te r  the  happening nf any  o f  th e  follow ing even ts , an  am endm en t to 
a  ce rtifica te  o f lim ited p a rtn e rsh ip  re flec tin g  the occu rrence  o f  the  e v e n t o r e v en ts  shall 
he filed:

fW-a-changw-m-Uw-amount-nr-characUir-of-lhe-contrihuUoncif-any-partnerr-nF-in-any 
partnerV-ohligalion-to-make-a-contrihiiUoni

(2 ) ( 1} the adm ission  o f  a new g en era l p a rtn e r;
(3) (2) the  w ithd raw al o f  a  g en era l p a r tn e r;  o r
(4) [it) th e  con tinuation  o f  th e  b usiness u n d e r Section SOI a f te r  an  ev en t o f w ith d raw ­

al o f  a  g en e ra l p a r tn e r.
(e) A g en era l p a r tn e r  w ho becom es a w a re  th a t  any  s ta te m e n t in a  certifica te  o f  limited 

p a r tn e rsh ip  w as fa lse  w hen m ade o r  th a l  any a rra n g e m e n ts  o r o th e r  fac ts  described  have 
changed , m aking  the c e rtifica te  in accu ra te  in any  resp ec t, sha ll p rom ptly  am end  the
certificaterhu t-an -am ond inen t-to -sliow -a-r.hango-o^addrostv -o f-a -lin iiU o l-partno r-nood-ho
filed-only-once-every-12-monthfi.

(d) A certifica te  o f lim ited p a rtn e rsh ip  m ay he am ended  a t  any tim e fo r an y  o th e r  
p ro p er p u rpose  th e  .g en era l p a r tn e rs  determ ine.

(e) N o person  h as an y  liability b ecause  an  am en d m en t to  a  ce rtifica te  o f  lim ited 
p a rtn e rsh ip  has n o t been filed to re flec t th e  occurrence  o f  any  ev e n t re fe rre d  to in 
subsection  (b) o f  th is Secdion section  if th e  am endm en t is filed w ithin th e  30-day period 
specified  in subsection  (b).

(0  A re s ta te d  ce rtifica te  o f  lim ited p a rtn e rsh ip  m ay be execu ted  and filed in th e  sam e 
m an n e r a s  a  ce rtifica te  o f  am endm ent.
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COMMENT
Section 202 uu.ki-ii n( tin- I'JJtl Ail inmle mibxtiiiitlal rluiMKi'ti in Sectiim2l uf the p rio r unlfm-m luw JUKI 

Ai l. l-'m thcr i Imogen in Ihlr lU'i tiim nr* ininli' hy the HIHfi Act. I'urngrnpli (Ii) lints tin- imtiic eventii- ihc 
nililitiiinnr w ithdrawal of iwcliu r s o r  cnpiuliir'fiipilnlobliyuUniMi agcnrriil p .o tn r r— tha l urc Hticcnlr.il to 
the function of tin- certificate nf liiiiilcil pnrtncm hip thnt they rei|iiirc prompt iiiiiciuhiicnl. With the 
elimination of the rcipitrciin-nl lli.it tin- ci-Hifiriitc ofjlm llod partnership  unhide the tinmen nf nil limited 
pnrtllcrH mill the nmoiilil and character of all capital o n d  ilitilinini, tin- rcipiircmcnt nf the llllii and I!l7li 
AdW th a t Inc ftTtifierJ <- In- .unended upon tlu-adini.-.-nnnor wltlnlrawalnf limit i-tl nartni'm nr on any change 
in the partnersh ip  capital inti'll ah.u he i-lirniiiiiti-tl 'I in . change nin.iilit g ten lly  reiiuce the fri'ipi.'iicy and 
complexity of amendment n to the eertifiriile nf him 11,1 par I iirn h ip  paragraph (c) makes it clear, let it wan 
lint clear linder hIiIhIivo,loll iaay)nffi,iiiii'i' Seel Ion 2-12l(2)lg) of the lillll Act, that the certificate of limited 
partaenihip In intended to  lie an accurate deseriplioii of the fa ils  tn  which it relates at all t lilies and does not 
speak merely ua uf the date it In executed.

P aragraph (id provide:, a "nnfe hnrhnr" agnimit el.iiom of ereililoin ur nlliera who uaaeit that they 
have hern  miideij hy the failure to amend tin: eerlificatn of limited partnersh ip  lo reflect chungea in 
any of Hie inipnrlnlil faeta re ferred  to In |i!irii|:rii,ili (It), if the eerlifieatc nf limited partnership is 
amended wilhin 20 ilnyn nf the iieeui'renee of I In* evenl, no ereilitnr or o ther person ran  recover for 
ilnmngna auslnlneil iluring the interim. Additional proteclinn is afforded hy iIn- provisions (if Section 
.’llll, The elnninalion of the leipiireoient that Ihe certificate of Imiited partnersh ip  identify all limited 
p artne rs mill then respective capital rnnlrlhtltiim a niHV have reinleri'd parag raph  (e) an ohsnlcli* anil 
nnneccssury voallge. I'iie principal. If not tin' nnfe. purpose o f p arag raph (e) m The i!!70 Act wna to 
protect lillliled parlnera newly admit led to  a parlliernliip from  In-mi: held liable 111 general plirlliiTll 
when aii amendiiieiiC lo tlie certificate identifying them  as limited p a rtners unit describing their 
eonlrihiitjoiis was not filed cnilem jionineoasly with t lieir lulmissinli to the p a rtiiers]iip~Kiic)i liability 
enninit arise under tin1 lilHfi Ac l fiernnac nucli liifnriimlinn is n u t required to be stale il jn the 
certificate; R everllieiess,~71ie lilith Act re tn ltn  parag raph  (u) ticcausc it ih protective of parlnern, 
siiield in iTd ieiii from liahdity In the ex ten t il.-i p rovisions a pply, 3  docs not r re a le or impose miy 
liability.

Parag raph  (0 is lidded in the l ilHfi Act tn prnviile explicit s ta tu to ry  recognition o f the common 
practice o f re sta ting  an amende) certifica te o f limited partnership. While a  limited parlncrsliip 
iiei-King to iiiiicnil lla  re rlifica li- o f  limited parTiicrdiip limy ilu so l>y rccuriliiig a re s ta te d certifica te 
wljirlii incmpnralcs tin- amendment, th a t is hy no means Ihc only purpose o r function of a ic s la iid  
certificate, which may lie filed for the sole purpose o f respiting  in a  single in tegrate il lnslruineiit all 
tlie provisioiia of a limited partnership’s certificate  o f  limited partn ership which are  then in effect.

§ 2113. C a n c e lla tio n  o f  C ertific iitu

A certificu tu  o f  lim ited p a rtn e rsh ip  shall he cancelled upon the  dissolution and the
com m encem ent o f  w inding up o f  the  p artn ersh ip  o r a t  any o th e r  tim e th e re  a re  no limited
p a r tn e rs . A ce rtifica te  o f  cancellation  shall he filed in the  office o f  the  S ec re ta ry  o f S ta te  
anil s e t  forth:

( 1 ) th e  nam e o f th e  lim ited p artnersh ip :

(2 ) the  d a te  o f  filing o f  its  ce rtifica te  o f limited p artnersh ip ;

(3) th e  reason  fo r filing the  ce rtifica te  o f  cancellation;

(4) the  e ffec tiv e  d a te  (which shall he a  d a te  certain ) o f cancellation if  it is n o t to he 
e ffec tiv e  upon th e  filing o f th e  certificate ; and

(5) any  o th e r  inform ation  th e  g en e ra l p a r tn e rs  filing tlie ce rtifica te  determ ine.

COMMENT
Section 203 changes Section 2-1 of the prior-uniform-law 1916 Act hy making it clear that the 

certificate of cancellation should he filed upon the commencement of winding up of the limited 
partnership. Section 21 provided for cancellation "when the partnership is dissolved".

13



L IM ITED PARTNERSHIP A IT § 21) 1

§ 201. E x ecu tio n  o f  C crllficnlcH  
(a) Each c e r lif ira le  requ ired  )>y th is A rticle lo ho filed in I ho office o f the  S ecre to ry  of 

S ta te  shall lie execu ted  in th e  follow ing m anner:
(1) an o rig inal ce rtifica te  of lim ited p artn ersh ip  muni he signed  hy all genera l 

pa ri hero namml therein ;
(2 ) a cerlifica le  o f  am endm ent m u st he aigneil hy a l leant one  g en era l p a r tn e r  and hy 

each  o th er g en era l p a r tn e r  deoignaled  in the  ce rlifica le  an a  new g en era l p a r tn e r  or 
whoso o.onlrilmllun is dosenhod  a s  having boon inoroasod; and

(3) a cerlifica le  o f riuircllnluiii m ost be olgned hy all g en era l parlncriij.

(h) Any perHtin may aign  a  cerlifica le  hy an a llo rn ey  in l'act, hill a  pow er of a llo ra e y  to 
tiiga a certifica te  re la tin g  In Ihe admia.sion, o r  iacroasod emit i llini um, of a g en era l p a rtn e r  
nm ol Hpecifically tleacrihe the  a'lm iaaion o r ineroaso.

(<•) T he execution  o f a certifica te  hy a  g en e ra l p a r tn e r  eonxlltillcH an  a ffirm atio n  under 
Ihe penalties o f  p e rju ry  that Ihe fac ts  s ta le d  there in  a re  Irtte.

COMMENT
Section 2111 collects in one place the formal requirem ents for the execution o f rcrtifientoa whieh 

were aet forth in Sections 2 and 2fi of the prior-uniform law I!)Hi A d . Those sections required that 
each certificate he signed hy all partners, and th ere  devclopt'dTm unnecessarily eumhersuiiie practice 
of having each limited p artne r aign powers o f a ttorney to authorize the general partne rs to execute 
certifica tes o f am endm ent on tlieir belmlf. T he 11*76 Aid, while simplifying the execution require

Ificale of Iimileil partnership he signed hy allmoots, nevertheless required that an original certifies
all partners being adm it!

signed iiy all 
In tlie Iimileilpartn e rs anil a certificate of amendment I)'.________  ___  __________ ___________

partnership. However the certificate o flim ited  partnership is no lunger required t i r i iielinle the mum
or capitarciiiilriliutiim  o f a ny Iimileil partner. Therefore, while tin1 11)66 Act still requires all general 
partne rs to sign the original certificate of Iimileil partnership, un limited p artne r is required to sign
nny certificate. So»tmis-2<hl4nKuret>-Vliay-ettoh-)iartn«F-niUKl,-sign-a-<'Mrlifuiate-whMn he-iiecjinies-a 
l>artn«r—xm-wbois-tlio-oortjfisiiUis—r«n«it-»ny—imifoaso-in-lns-x.hligiitioo—to-oiaks-xamtcihuUniis, 
C ertificates o f am endm ent a re  required lo lie signed hy only one general partner, and all general 
p ar tne rs m ust sign certifica tes o f cancellation. Sedion-ii04-ppiluliil*-lilanksi-|H!wers~(if aUoniey-for 
tlitf-exocutton-of-tisrtificatee-in-many -oasusrsinoB-dtoso-oomliluiiisminUir-whiah a-pa r tnec-isHsipiirs.l 
U>-sign-lsivs-lni<in-narrow(iil-to-cir<iuuistanoss-of-s|H<«ial-im|HiFtanm-to-Uiat-|sirlni!r. The former 
requirem ent in the 1916 Act th a t all certifica tes be sworn was deleted in the 1976 anil 1986 Acts as 
potentially an unfair trap  for the unwary (see, e.g., Wisniewski v. .hllmsiin, 223 Va. Ml, 266 S.E.2i]
222 119621); in its place! paragraph (c) now provides, as a m atter o f law, th a t the execution iTf a 
certificate Iiy a  general p artne r subjects him tn the penalties o f perjury for Inaccuracies in the 
certificate. j);m-l>ssi>-confinwl-to-slalsii)enU-liy-llnsgsiisral-[strtOHr«r-rscognizing-<liat-tho-limilsil 
partneFks-rote-is-HvdimtUHi-one,

§ 205. A n ien d n ien t-« r-C an ce* ,-.;ion  E x ecu tio n  hy Ju d ic ia l Act

I f  a  person requ ired  by Section 204 to execu te  a  any  ce rtifica te  o f-a m e n d m e n t-o r  
cancellation  fails o r re fu s e s  to do so, any o th e r  partneFraiidany-aK K ignee-of-a p a rtn e rsh ip  
interest., person  who is ad verse ly  a ffe c ted  by the  failu re  o r  re fu sa l, m ay petition  the 
[desig n a te  th e  ap p ro p ria te  court] to d irec t th e  am endm ent-or-canc-ellation execution  of th e 
ce r tif ic a te . I f  the  co u rt finds th a t tha-am endm ent-or-cancellation  is-propeF it is p roper for 
the  certifica te  to he execu ted  and th a t  any person so d es ig n a ted  has failed o r re fu sed  to 
ex ecu te  the  certifica te , it shall o rd e r the  S ecre ta ry  o f S ta te  to record an  appro p ria te  
ce rtifica te  o f-am endm ent-o r-eaneellation .

COMMENT
Section 205 of the 1976 Act changcds subdivisions (II) and (4) o f Section 25 o f the 1916 Act prior 

uniform-low by confining the persons who have standing to seek judicial intervention lo p a r tn e rs  and 
to those assignees who were e re  adversely affected by the failure or refusal o f the appropriate 
persons lo file a  certificate o f amendment o r cancellation. Section 205 o f tlie 1965 Act reverses that
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restriction, and p rovides that any person adversely affected hy a failure o r refusal to file any 
eerlifii'alii (lint only u certifica te  o f riiiicellatiini n r nincmlmeiit) luiiT s tand ing In
mtci vent mu

(j 2116. P iling  lu O ffice u f  S ec re to ry  u f  Klulc

(a) Two signed  eii|rlen n f the certifica te  u f  lim ited parlneriih ip  and u f any  ce rtifica te s  uf 
imiPiidmcnl n r eaueellalinu |n r  u f any  judicial decree  u f  iiinciuimcMt o r eancellatiim ) shall 
he delivered In th e  Seereln ry  u f  S ta le . A pertain who exeeitlen a ee rtifien le  an an  agen t or 
fiihiiTary need nut exhihil evidenee n f his |u r  h e r | au lh n rily  an ii p rerequiiiile  lu filing. 
11 tilesH Ihe S eertd itry  n f  S ta le  finds I hat any ce rtifica te  dues no! conform  In law, upon 
receipt o f all filing fees requ ired  Iiy law he jo r  s h c | shall:

(1) endorse  on each dup licate  orig inal Ihe w ord "P iled" am i the day , m onth, and  year 
o f Ihe filing thereof;

(2 ) file one dup licate orig inal in his |o r  h e r | office; ami
Cl) re tu rn  the  o ilier ihipliettle original lo Ihe person who filed it o r his [nr lie r | 

represch la livo .

(h) Upon Ihe filing o f a ce rtifica te  o f am endm en t (or judicial decree o f  niiicndm enl) in 
the office o f Ihe S ecre ta ry  o f S la te , tin* c e rtifica te  o f limited p artn ersh ip  shall lie am ended 
its se t fo rth  therein , an I upon the  e ffec tive  d a te  o f  a  certifica te  o f  cancellation (or a 
judicial decree (hereof), Ihe ce rlifica le  o f lim ited p a rtn e rsh ip  is cancelled.

COMMENT
■SiTliun 266 is itww. first np iicam l in the 1976 Act. In nihlilimi til providing mechanics for the 

central filing system, Ihe secuml sen tence o f this section tines away with the requirement, formerly 
imposed hy smite lurid filing officers, th a t persons wlm have executed certificates under a power of 
a ttorney exliilr . executed copies o f the power o f a tto rn e y  itself. Paragraph (h) changes subdivision 
(5) of Section 25 o f the (trior uniform low 1916 Act hy providing that certificates o f cancellation are effective 
upon tlieir effective date  under Section ‘2(12.

§ 2(17. Listhilily fo r  F alse  S ta te m e n t in C e rlif ic a le

If any certifica te  o f  lim ited p a rtn e rsh ip  o r ce rtifica te  o f  am endm en t o r  cancellation 
con tains a fa lse  s ta te m e n t, one w ho su f fe rs  loss hy reliance on th e  s ta te m e n t m ay recover 
dam ag es for the  loss from:

( 1 ) any  person  who ex ecu tes the  ce rtifica te , o r  causes an o th e r  lo ex ecu te  it on his 
behalf, and knew , and any g en e ra l p a r tn e r  w ho knew  o r should  have know n, the 
s ta te m e n t lo he fa lse  a l  th e  tim e the  certifica te  w as executed; and

(2 ) an y  g en e ra l p a r tn e r  who th e re a f te r  know s o r  should  have known th a t  any a r ra n g e ­
m ent o r  o th e r  fac t described in the  ce rtifica te  h as changed , m aking  the  s ta te m e n t 
inaccu ra te  in any  resp ec t w ithin it su ff ic ien t tim e b efo re  th e  s ta te m e n t w as relied  upon 
reasonab ly  lo have enab led  th a t  genera l p a r tn e r  to cancel o r  am end th e  certifica te , o r  lo 
file a  petition fo r its  cancellation o r am endm en t u n d e r Section 205.

COMMENT
Section 207 rlm ngcs Section fi o f the prior-uniform-law 1916 Act hy providing explicitly for the 

liability o f persons wlm sign a certificate as agen t under a  power o f a tto rney and hy confining the 
obligation to amend a certificate o f limited partnersh ip  in light o f fu tu re  events to general partners.

§ 206. Scope o f  N otice

The fac t th a t  a  certifica te  o f lim ited p a rtn e rsh ip  is on file in the  office o f  th e  S ec re ta ry  
of S ta te  is notice th a t  the p a r tn e rsh ip  is a  lim ited p a rtn e rsh ip  an d  the persons d esignated  
therein  as lim ited g en eral p a r tn e rs  a re  lim ited g e n e ra l p a r tn e rs , h u t it is no t notice o f  any 
o th e r  fact.
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COMMENT
Section 208 io-now firm aim cnrcJ in the 197(i Act, nnil rofom-il lo the certificate's providing 

constructive notice o f the slatim  as lirrvted im rtnein of tliose so identified therein. The 1885 A c ts  
deletion of any req u irem en t th a t tlie c e r tificate nnme limited partners requires tlint Section 208 lie 
modificil accordingly.

By s ta ting  thn t tlie filing o f a  certifica te o f limited pnrtneraliip only resu lts in notice of the genera} 
limited liability of the general limited partners, it Section 208 obviates the concern th a t third parties 
may be held to have notice o f apecinl provisions se t forth In the certificate. While this section is 
designed to preserve by implication tlie limited liability o f limited partners, the notice implicit 
protection provided is not intended to change any liability o f a limited partner which may be created 
by Ills net ion o r innction under the law nf estoppel, agency, fraud t r  the like.

§ 209. D elivery  o f  C e rtif ic a te s  to  L im ited  P a r tn e r s

Upon the return by the Secretary of State pursuant 'o Section 200 of a certificate 
marked "Filed," the general partners shall promptly deliver or mail a copy of tlie 
certificate of limited partnership and each certificate of amendment or cancellation to 
each limited partner unless the partnership agreement provides otherwise.

COMMENT

This section is-now, first appeared in the 1976 Act.

AR TIC LE 3 

L IM IT E D  PARTNERS

§ 301. A d m iss io n  o f  A d d itio n a l L im ited  P a r tn e r s

(a) A person becomes a limited partner:
(1 ) at the time the limited partnership is formed; or
(2 ) at any later time specified in the records of the limited partnership for becoming a 

limited partner.
(a)[b) After the filing of a limited partnership's origina! certificate of limited partner­

ship, a person may be admitted as an additional limited partner:
( 1 ) in tlie case of a person acquiring a partnership in'.eresl directly from the limited 

partnership, upon compliance with the partnership agreement or, if  the partnership 
agreement does not so provide, upon the written consent of all parlne.-s; and

(2 ) in the case of an assignee of a partnership interest of a partner who has the 
power, as provided in Section 7 ' - ,  to grant the assignee the right to become a limited 
partner, upon the exercise of that power and compliance with any conditions limiting 
the grant or exercise of the power.

bJxHTies-^im iUiil-parUier-only-iipoii-auieiidm eritr-oL-tlift-certificatfc-ofUiim twl-fiarbikirsliip

wflecting-ihat-facL

COMMENT
Section 301(a) is new: no coun ton iart was found in the 191G or 197C Acts. T lib section imposes on 

the nnrtnersbiri an obligation to m aintain in its records the date each limited p a rtner becomes a 
limited partner. Under the li'iti Act, one could not become a limited partner until an appropriate 
certificate reflecting  his s ta tu s  as such was filed with the Secretary ot Stale. Because tlie l J8n Act 
elim inates the neeiTto name limited pa rtne rs  in llic certifica te of limited partnership, an a ltern a tive 
m echanism had tn be established to evidence the fact and date o f a  limited partne r s admission.— l_ne 
p a r tnership records required to be m aintained under Section 105 now serve th a t function, subject lo 
the iinilLTtibn th a t no'person may become a limited p a rtn e r before the partnership is formed (Section
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Subdivision (1) of Section 301(h) 301(b) adds to Section 8 of the prior-uniform law 1 »l(j Act an explicit 
recognition of the fact that unanimous consent of all partners is required for admissi m of new limited 
partners unless the partnership  agreement provides otherwise. Subdivision (2) is derive ' from Section 19 
nf the prior uniform law HIM! Act hut abandons the former terminology nf “substitu ted lin 'led partner."

§ 31)2. V oting

Subject tn Section !l(l.'i, (lie partnership agreement m ay  grant to nil or n specified group 
of the limited partners the right lo vole (on a per capita or oilier basis) upon tin;* matter.

COMMENT
Section .102 is-new, first appeared in Ihc 1971} Aet, and must be rend together with subdivision 

(bllfdllil of Section rtOH. Although the prior uniform-low IIIHi Aet did not speak specifically of Un­
voting powers o f limited partners, it was is not uncommon for partnership  agreem ents to g ran t such 
powers to limited partners. Section 8112 is designed only lo make it elear th a t the partoe.slop  
agreem ent may grant siieli power to limited partners. If surli powers are g ran ted  lo limited 
partners beyond I be "safe harbor" of subdivision (Ii) o r 18) of Sect inn HIKIIhHM, a roiirl may (but o r course 
need not) Imld that, under Ihe circumstances, the limited partners have participated in "control of i lie 
business" within the meaning nf.Section 803(u). Section.'l()3(c)*iimilyincuns makes clear that the exercise if 
powers beyond the ambit of Section 3li:t(li) is not ipso facto to tie taken as taking part in the control of tli • 
business.

§ 303. Liability lo T liin l Parties
(a) Except as provided in subsection (il), a limited partner is not liable for the 

obligations of a limited partnership unless lie [or sliej is also a general partner or, in 
addition to the exercise of his [or her) rights and powers as a limited partner, lie [or she] 
takes-part participates in the control of the business, However, if the limited partners 
participation partner participates in tlie control of the business is not-substantially-tlm 
Mmtsas-tlie-oxeroise -nf-t-lia-pawers-nf-a-gMiiwal-partner, lie [or she) is liable only to 
persons who transact business with the limited partnership willgactual-knowledge-of-liis 
participation- in-cnntrol reasonably believing, based upon the limited partner's conduct, 
that the limited partner is a general partner,

(b) A limited partner dues not participate in the control of the business within tlie 
meaning of subsection (a) solely bv doing one or mare of the following:

( 1 ) being a contractor for or an agent or employee of the limited partnership or of a 
general partner or being an officer, director, or shareholder of a general partner that is 
a corporation;

(2 ) consulting with and advising a general partner with respect to the business of the 
limited partnership;

(•')) acting as surety for the limited partnership or guaranteeing or assuming one nr 
more specific obligations of the limited partnership;

(-1 ) apprnviiig-or-disapproving-aii-anienilmeiit.-HMlitHmi'liiersliiji-agreeitient taking 
any action required or permitted by jaw lo bring or pursue a derivative action in the 
right of the limited iiartnersmji; or 

(lif-voUiig-on-oiie-or-more-of-Uie-followiiig-matterg;
(f>) requesting or attending a meeting of partners;
(Ii) proposing, approving, or disapproving, by voting or otherwise, one or more of the 

following matters:
(i) the dissolution and winding up of the limited partnership;
(ii) the sale, exchange, lease, mortgage, pledge, or other transfer of all or substan­

tially all of the assets of the limited partnership other-than-in-Uinanlinary-couwe-nf 
its-bu sinew;;
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(iii) tin 1 incurrence o f  Indebtedness Iiy tin* lim ited p a rtn e rsh ip  o ilier th an  in tin .1 
nrilinary  course o f  its linsini'.ss;

(iv) a  change in the  n a tu re  o f th e  business; o r
(v) th e  jL'iuU'U't'Ul'JI reinnviil n f  a genera l p artn er.;
(yjj the adm issiim  o r re innval n f a  lim ited p a rtn e r;
(vii) a  t ransaction  involving  tin ac tual o r  pote n tial conflict n f in te re s t b e tw een  a 

g en era l pari tie r  a mi th e  Iimileil p a r tn e rsh ip"or the  lirnitetl tm rtners;
(viii) tin a ineiulnient to  the  p artn ersh ip  a g re e m en t n r  eer tif iea te  n f lim ited p a rt tier- 

ship; n r
(ix) m a tte rs  re la ’c (I tu the husiness o f  the  limi t oil p a r tn e rs hi p not olliorw  i se 

eu iiinera te il in th is s ubsection  (l>h wliieli th e  p a r tn e rsh ip  a g reem en t  s ta te s  in w riting 
may tie su b jec t to the  a p p ro v a lo r  d isapproval o f I lm ite J iia r lu c rs ;
(7) w inding  u p the  lim ited p a r tn e rsh ip p u rsu a n t to  Section HUH; or
(S) ex er cising any  r ig h t o r  pow er p e rm itted to lim ited p a r tn e rs  und er th is | A c t| and

not speeifieally en iim erated  in th is s iiliseetiinTTh)-

(e) T he enum eration  in suhscclion  (It) does n o t m ean th a t  the  possession  n r  ex erc ise  o f  
any  o th e r  pow ers hy a  lim ited p a r tn e r  c o n s titu te s  participation  hy him |o r  her) in the  
b usiness o f  the  lim ited p artnersh ip .

(d) A lim ited p a r tn e r  who know ingly p erm its his [o r her) nam e tu  he used in th e  nam e 
o f the  lim ited p a rtn ersh ip , excep t u nder c ircum stances perm itted  by Section 102(2), is 
liable to c red ito rs  who ex tend  cred it tu the  lim ited p a rtn ersh ip  w ith o u t ac tual know ledge 
th a t the  lim ited p a r tn e r  is not a  g en era l p a rtn e r.

COMMENT
Section 303 makes several important changes in Section 7 of the p rior uniform-luw Itllli Act. Tlie first 

sentence o f Section 303(a) carries over-tlie basic U‘t*t-friim-foriiier!seeliiin7— whellieM tiedililited pnel ner 
-takeft|mri intlieeontrol-nflhebiisinoss^— in order tninMi re  tjiBtpidieiidilecieioiKHindef tlie  p rio r im ifiim  
low remain applieable-lotbe-extont not expressly changed differs from the te x t of.Section 7 of the Itllli Act 
in that it sneaks of participating (rather than taking part) in the control of the Ims'iiess; this was done for the 
sake of consistency with the second sentence of Section 303(a), not to chance the meaning of tlie text. It is 
intended thnt judicial decisions in terpreting  thi-pHrasc "takes par t in the control of the husiness" under tin* 
prior uniform law will rem ain applicab lc tu  the ex ten t th a t a different result is not called fur by o ther 
provisions o) Section 303 and o ther provisions of Ihe Act. The second sentence of Section !IOi'!(a) reflects a 
wholly new onccptf-Heeauso in th e I97G Act that has been further mollified in the Iti.Hfi Act. It was adopted 
partly bemuse of t he difficulty ofdeterm ining when the "control" line has been overstepped, ilwnsl-houghl 
dtunfairtoimpooei'eneraljm rtnerW iabililyoiVBdim ilerliKirtner-exeepModie^xteiiUhnNrtliiwkiiurtydrBd 
know led geM)fiii(V|xirtk;[Kit4oi> in  control oftheln isinesa-O ir the otlier-liimilrin orderlo.ovoid |heriiiittiiig o 
linn te4-partrKn--pH;Koreiae-Bl)-oLth e-powers-of-ngenerutqiartneF-while-avoidingaMy-direetHloaliiiga-wilh 
4lnnhpartieer tHe-^w-not^ubotonUally th e-somo as "  te s tw a s-intfodueed but also (and more im portantly) 
becauseof a determ ination that it is not sounc’ public policy to hold a limited p artne r who is not a lsoa general 
partner liable for the obligations of the partnership except to persons who have done husiness with the 
limited partnership  reasonably believing, based on ihe limited partner's conduct, that he is a general p a r t­
ner. Paragraph (b) is intended to  provide a  "safe harbor" by enumerating certain activities which a limited 
partne r may carry  on for the partnership  w ithout being deemed to have taken part in control o f the busi­
ness. This "safe harbor" list has been expanded beyond th a t set out in the ID7(i Act to reflect case law and 
sta tu to ry  developments a nd more clearly to assure that limited partners a re  not sub jected to general 
liability where such liability is inappropriate. Paragraph (d) is derived from Section fi of the p rio run ifo rm  
jaw  PJUi Act, but adds as a condition to the limited partner's liability the fact- repuirem cnt th a t a limited 
p artne r m ust have knowingly perm itted his name to be used in the name of the limited partnership.

L IM ITED PARTNERSHIP ACT § 303

§ 301. P e rso n  E rro n e o u s ly  R e liev ing  H im se lf  [ o r  H erse lf) L im ited  P a r tn e r

(a) E xcep t as provided in subsection  (b), a  person  w ho m akes a  con tribu tion  to  a  
b u sin ess e n te rp rise  and  e rroneously  b u t in good faith  believe;, th a t  be [o r she] lias becom e

L IM ITED PARTNERSHIP ACL

a lim ited p a r tn e r  in the  en te rp rise  is n o t a genera l p a r tn e r  in th e  en te rp rise  and Is no t 
bound by its ob ligations hy rcnaon o f  m aking the  contribution , receiving d istribu tions 
from  the en te rp rise , n r exercising  any r ig h ts  o f  a  ' '  ‘ 1 ; ‘ r, if, nil ascerta in in g  the
m istake , lie [o r she):

( 1) causes an  appro p ria te  cerlifica le  o f limited p artn ersh ip  o r  a ce rtifica te  o f ameiiih 
m cnl to  be execu ted  and filed; n r

(2 ) w ithdraw s from  fu tu re  eipiity  participation in the  en te rp rise  by execu ting  and 
filing in the office nf Ihe S ecre tary  n f  S ta te  a certifica te  declaring  w ithdraw al under 
th is section.

(h) A person w ho m akes a  contribution  o f Ihe kind described in subsection  (a) is liable 
a s  a genera l p a r tn e r  tu any third p a rty  who tra n sa c ts  husiness w ith the  en te rp rise  (i) 
before  the  person w ithd raw s and an  ap p ro p ria te  certifica te  is filed lo show  w ithdraw al, or
(ii) before  an  ap p ro p ria te  eertifiea te  is filed to show  his s ta tu s  a s  a  lim ited p arln er-an d , ill 
tin* case  o f  an  ain«lldm w it1-afU*r exp ira tion  nfthe-.'IO-day-poi'ind for filing a n  am endm ent 
re la tin g -t«  th e-p ers im  a s  a  limited p a ri nor-uiidnr-.Sw .linn-202 that lie [o r s h e | is not a 
g en e ra l pa r tn e r , lin t in e ith e r  case only if the th ird  p a rty  ac tually  believed in good faith  
th a t  the  person  w as a  g en era l p a r tn e r  a t the tim e of the  transaction .

COMMENT
Hrvtiiiii .’titI is derived from Seeiimi II o f the prior-uniform law. Itllli Art. The "good faith" 

requirem ent lias been milled in the first sentence n f Section 310(a). The provisions n f subdivision (2) 
o f Section 301(h) are intended to clarify an ambiguity in the prior law by providing th a t a  person who 
chooses to w ithdraw from  the enterp rise in o rder to protect him self from liability is not required tn 
renounce any n f bis then curren t in te rest in tlie enterprise s» long as be lias no fu rth e r participation 
a s  an equity participant. Paragraph (It) preserves the liability n f the equity participant p rior to 
w ithdrawal (and afmi^thMiinw.fnr-»pprupriaU*-auiendinenC-iit-Uie-euee.<if-a.|iinit«d parlncrsliip) by 
.such person from Hie Iimileil iiartnersliin n r a mendment to tin; certificate di'iinnislraling that such 
person is nut a g eneral iiartner tu any third p arty  wlm has transacted business with the person 
believing in gimil fa ith  lliat be was a  general partner.

Evidence strunglv suggests  th a t Section I t  nf the 111 Hi Aet and Section 31)1 nf the lt>7<» Aet were 
ra re ly  used, and one might expect th a t Section 3111 n f the P.ISf) Act may never have to lie iisc.T 
Seetiun II of the lillti Aet and Section 301 n f the l ‘J7li Aet could have been used by a person wlm 
invested in a limited partnership Indicying  lie wiiuiiT lie a iimileil p artne r but wlm was not identified 
as a limited p artne r in tlie certificate of limited parlncrsliip. However, because the l'.IHfi Act dues lint 
require limited partne rs In lie named in the certificate, tlie only situation tn which Seetiun 31)1 wniili] 
now appear tu be applicable is one in which a person intending to be a limited iiartner was 
erroneously identified as a general p artne r in tin; certificate.

§ 3115. In fo rm a tio n

E ach lim ited p a r tn e r  has the  r ig h t to;

( 1 ) inspect and copy any o f  tin; p a rtn ersh ip  records requ ired  to he m aintained hy 
Section 105; and

(2 ) obtain from  th e  genera l p a r tn e rs  from  time to  tim e upon reasonable dem and (i) tru e  
and  full inform ation  reg ard in g  the  s ta te  o f the h usiness and financial condition o f  the  
lim ited p a rtn ersh ip , (ii) prom ptly a f te r  becom ing available, a  copy o f the  lim ited p a r tn e r­
sh ip ’s federal, s ta te , and local income Lax re tu rn s  fo r each year, and  (iii) o th e r  inform ation 
reg a rd in g  Ihc a f fa ir s  o f tlie limited p artn ersh ip  a s  is ju s t  and  reasonable.

COMMENT
Section 305 changes anil restates the rights of limited partners tu information about the partner­

ship formerly provided by Section 10 of the prior-uniform-law. I!) 10 Act. Us importance has 
increased as a result of the 11135 Act's substituting the records of the partnership for the certificate 
of limited partnership as the place where certain categories of information are to be kept.
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■Seel ion 307, which should In- roml together with Seetiun lOlilld. provides a mcclmmnn for limllril 
liiirlniTW lo <ifiUim~li7fiiriiiii(li)ii iilwut Hip iinrlncinliln uncfiil t«i tln-rn in nintiiiK dMisiuim imneernmg 
l lii1 |>arlnmriii> mill tlicir i n v cntm inta in It. Its mirimm' Is imt to limvTdc a nn'i-lmiiimn /or 
( oinjM-i ii. iru nf dll' pmTnrn.hip nr iithrr.i having mtrrcst.s nr agcndai adverse In I Ik* ji.irt nvrniliji’n In
subvert llii' partnership's hit mu'ss. Il is  .... tfi.it I'nin la will prelect limited partnerships from
iilmsi'n mill ulU'iiiiitn lo misuse Section :H)7 for impreper |iiir|Hnn‘S.

ARTICLE -I 

(JENKItAI, P A R T N E R S

tj tu t .  A ilm ission  n f  A tld itio im l (•Yucriil f u r l iicth

A i (it  tin ’ filing o f  it lim ili'il |ia rtn crh lii|i’;t o rig ina l ci-rtifirn l<• o f  lim ited pnrthcrid iip , 
iiililitiimal g en era l |i;trllii*r.s limy lie ililm ittetl only a s  prov ided  in w ritin g  in the  p a r tn e rsh ip  
ag reem en t or, if t l ie p a r tn e rs h ip  ag reem en t does not. provide in w ritiu g  for tin* adm ission 
of ndiiitionnl i;enei'.'il imr tn e r s , w illi tlie sptmifio w rillen  eo n sen l o f  eavli-|taritW F n]J 
p art tie rs .

COMMENT

Section -1111 is ileriv .el from, hill ri'jiresiTits a  significant departu re  fruin, Sertion ll(IHi') of tlie prior 
uniform-law I!lI(i Act ami Seetiun -llll o f the l!)7li Aet, which reipiireil, and caiiiw t ovor-tlie 
uuwaivable requirem ents that-alUimiUHl-iMrtimi-* inuKt-enmnml as a conililinn to tlie iolinission o f an 
additional general iiartner, th a t all limited Mariners consen t and llia l Much consent m ust spiTifically 
identify tlie general p artne r involved. Section 401 o f tlie IttHfi Aet iirnvidea that, tin; w ritten 
partnership agreem en t dete rm ines the procedure for au t horizing tlie adm ission of additional general 
imrtners, anil th a t the w ritten eonsenl o f all i r ln e rs  is reimireil only when the pa rliie rs liip 
agreement fails to address the iiiiestion.

§ 102. 10ven ts  o f  W ith d raw a l

E xcep t as approved  by th e  specific  w ritte n  co n sen t o f  all p a r tn e rs  a t  tlie tim e, a  person  
ceases lo be a g en e ra l p a r tn e r  o f  a  lim ited p a r tn e rsh ip  upon the  happen ing  o f  any o f  the 
follow ing even ts:

(1 ) the  g en e ra l p a r tn e r  w ith d raw s from  the  lim ited p a rtn e rsh ip  a s  provided in Section  
0(12;

(2 ) the g en e ra l p a r tn e r  cutises to he a  m em ber o f the  lim ited p a r tn e rsh ip  a s  provided in 
Section 702;

(3) the  g en e ra l p a r tn e r  is rem oved a s  a  g en e ra l p a r tn e r  in accordance w ith th e  
p a rtn e rsh ip  ag reem en t;

(•1) unless o therw ise  provided in w riting  in th e  ce rtifica te  of-lim iU al p a rtn e rsh ip  a g ree- 
m ent, the  g en e ra l p a rtn e r: (i) m akes an  ass ig n m en t fo r the  b en efit o f  cred ito rs; (ii) files a 
vo lun tary  petition  in b ankrup tcy ; (iii) is ad jud ica ted  a  b an k ru p t o r  insolvent; (iv) files a 
petition o r  a n sw er se ek in g  fo r h im self [or h erse lf]  any  reo rgan iza tion , a r ra n g e m e n t, 
com position, read ju s tm en t, liquidation, disso lu tion , o r  sim ilar re lie f  u nder any  s ta tu te ,  
law, o r regu la tion ; (v) files an  an sw er o r o th e r  p lead ing  adm ittin g  o r  failing  lo co n te s t the  
m aterial a lleg a tio n s o f  a  pe tition  filed a g a in s t him [or her] in an y  proceeding nf th is 
na tu re ; o r (vi) seeks, co n sen ts  to, o r  acquiesces in th e  appo in tm en t o f  a  tru s te e , receiver, 
o r  liqu idato r o f th e  g en e ra l p a r tn e r  o r  o f  all o r any  su b s ta n tia l p a r t  o f his (o r her] 
p roperties;

(5) un less o th erw ise  provided in w riting  in th e  curtificate-nf-liro ited  p a rtn e rsh ip  a g re e ­
m en t, [ 1 2 0 ] d ay s  a f te r  th e  com m encem ent o f an y  proceeding  a g a in s t  the  g en e ra l p a r tn e r
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se ek in g  reo rgan iza tion , a rra n g e m e n t, com position, read ju stm en t, liquidation, d issolu tion , 
o r  sim ilar re lief u n d er any s ta tu te , law , or regu la tio n , th e  proceeding bus no t been 
dism issed, o r  if w ithin [DO] days a f te r  th e  appo in tm ent w ithou t his |o r  h e r]  consen t o r 
acqu iescence of II tru s te e , receiver, o r liqu idato r o f Ihe g en e ra l p a r tn e r  n r  o f  all o r  any 
su b s ta n tia l p a rt of his |o r  her] p ro p erties , the appoin tm ent is no t vacated  o r  s tayed  o r 
w ithin (DO| days a f te r  Ihe exp iration  o f  any such stay , th e  appoin tm ent is no t vacated;

((>) in (lie ease  o f  u g en era l p a r tn e r  wlm is a n a tu ra l person ,

(i) his |n r  her] dcnlli; or
(ii) Ihe entry  o f  an  o rd er hy a c o u rt o f com petent jurisd iction  ad jud ica ting  him |o r

h er] incom petent lo m anage his |n r  h e r | person or his |o r  h e r | e s ta te ;

(7) in Ihe case o f  a g en era l p a r tn e r  who is ac ting  as a  g en era l p a r tn e r  hy v irtue  of 
be ing  a  tru s te e  o f a tru s t, th e  te rm ina tion  n f  th e  tru s t (h u t tint m erely the  su b s titU io n  of 
a  new  trustee);

(H) in the  case o f a g en era l p a r tn e r  th a l  is a  se p a ra te  p arliie rsliip , the  d issolu tion  and 
com m encem ent o f  w inding up of the  se p a ra te  p artnersh ip ;

(D) in th e  case o f a  g en e ra l p a r tn e r  th a t  is a  corpora tion , th e  filing o f a  ce rtifica te  o f 
d isso lu tion , o r its eq u ivalen t, lo r  th e  corpora tion  o r th e  revocation u f its  c h a rte r ; nr

( 1 0 ) in th e  case o f  an  e s ta te , the  d is trib u tio n  hy Ihe fiduciary o f (lie e s ta te ’s en tire  
in te re s t in the p arlncrsliip .

COMMENT
Seetiun 1(12 expands couNidrruMy the provisions of Section 2(1 of the prior-uniform-law IDlli Act, 

which provided for dissolution ill the event o f the retirement, death  o r insanity n! a g ene ra l partner. 
Subdivisions (I), (2) mill (II) recognize th a l th e  general partner's agency relationship Is term inable at 
will, a lthough il may resu lt lu a hrench n f the partnership agreem ent giving rise to mi iiclinn fur 
damages. Subdivisions (I) and (.7) reflect a judgm ent that, unless the limited partners agree 
otherw ise, they ought to have the power to rid themselves nf a general p ar tne r who is in such dire 
financial s tra its  th a t he is the subject uf proceedings under the National bankrup tcy  Aet (Tide n r a 
sim ilar provision nf law. Subdivisions (G) th rough (10) simply e laborate on the notion o f death in Ihe 
case of a general p a r tn e r wlm is not a natu ra l person. Of-course, the-additiun of-lho w a r,Is la nd  in
Om-|>artiiMrohi|>-sigrmmmnl2-w;M-iHit-inU>nded-lo-c,uggestr-thHUliahilitie<r4o-lhiril-|Kirtiea-oould-4H<
affw U ‘d-hy-|irovisioiiK-in-the-|>»rtnorohip-agrwmwnt. Subdivisions II) a nil (f>) d iffe r from their 
coun terparts in tlie 10711 Art, reflecting the policy underlying the lints revision of ScctionliO l. that 
t he partnership a g reement, not tnc certifica te u f limited partnership, is the appropriate document for 
se tting  ou t most provisions relating to the respective pnweis, righ ts and oblig ations of the partners 
in te r se. Ahhough IIic partnership  a greem ent need no t he written, the l'.ISS Act provides that, lo 
pro tec t the partners from fraud, these and certain o ihe r par t icularly significant provisions must he 
se t out ill a w ritten par t nership ag reem ent to he effective for the purposes described inThe Act

§ 103. ( ten e riil P o w ers  an d  L ia b ilitie s

(a) E xcept a s  provided in th is [Act] o r  io th e  p a rtn ersh ip  ag reem en t, a  g en era l p a r tn e r  
o f  a  lim ited p a rtn e rsh ip  lias th e  r ig h ts  and  pow ers anti is su b je c t to  the  restric tions o f a 
p a r tn e r  in a  p a rtn e rsh ip  w ithou t lim ited p a rtn e rs .

(b) E x c i.it as provided in th is [Act], a  g enera l p a r tn e r  o f  a  limited p a rtn ersh ip  h as the 
liabilities o f a  p a r tn e r  in a p a rtn e rsh ip  w ithou t lim ited p a r tn e rs  to  persons o th e r  than  the 
p a r tn e rsh ip  and the  o th e r  p a r tn e rs . E xcep t u s provided in th is [Act] o r  in th e  p artnersh ip  
ag reem en t, a  g en e ra l p a r tn e r  o f a  lim ited p artn ersh ip  h as th e  liabilities o f  a  p a r tn e r  in a 
p a rtn e rsh ip  w ithou t lim ited im rtn e rs  to  the p a rtn e rsh ip  and  to th e  o th e r  p a rtn e rs .

COMMENT

Section -103 is derived from Section !)(1) o f the prior-uniforin-law, lfllti Act.
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t) In i. ( n n lr ib u llo in i Iiy ( len v rn l P a r tn e r
A g en e ra l |i ; i r tn r r  o f a lim ited |ia r lm ‘r.‘ilii|i may m ake I 'onlributiiins In the  p a rtn e rsh ip  

anil aliiire In Hie |>ri>fitn uiel losses nf, iiml in d istribu tions frnm , th e  Iimileil p a rtn e rsh ip  an 
a genera l p a r tn e r  A g en e ra l partnc.- alnn m ay m ake co n tribu tions In anil nliarc in 
profiln, losses, anil ilinlrilnilliilm  ail a Iimileil p a rtn e r. A person  who in linth a genera l 
p a rin e r  am i a  iim ileil p a r tn e r  has the  r ig h ts  anil pow ers, am i is su h jee l to Ihe restric tions 
ami liabilities, n f a g en e ra l p a r tn e r  ami, except an proviileil in Ihe parliie rs liip  ag reem en t, 
al ii has the pow ers, ami is sub ject In the  restric tions, nf a Iimileil p a r ln e r  In Ihe ex ten t o f 
Ins (nr l in  j parlie ipatlnn  in (lie p artn ersh ip  ii.s a Iimileil p a rln e r

COMMENT
Sit I mu Hl| |» iletiveil final Seetiun 12 n( the pnnr iililfnriil law Itllli Ael anil makes elear that (lie 

parliiersliip apreenienl may prnviile llial a general partner wlm is also a Iimileil partner may exercise 
all nf IIm piiwerti nf a Iimileil parlner

§ 1115. Voting
The p a rtn e rsh ip  a g reem en t m ay g ra n t  to all o r certain  identified genera l p a r tn e rs  the  

rig h t tn vote fun a  p er cap ita  n r  any o th e r  basis), se p ara te ly  n r w ith all o r any class o f the 
lim ited p a rtn e rs , on any m atte r.

( ,  iMENT
Sei'tinn 105 in new first appeared in the 1951) Act and in intended tn make it d ear that the Aet do n 

mil m pnm  I hill the Iimileil partners have any right tn vote nil iimtlern as a Krpiirnll! dims.

ARTICLE 5 

FINANCE

§ 501. Form o f Contribution
T he contribution  o f  a  p a r tn e r  m ay he in cash , p ro p erty , o r  se rv ices rendered , o r  a  

prom issory note o r  o th e r  obligation  to co n tr ib u te  cash  o r p ro p erty  o r to perform  services.

COMMENT

As noted In the comment In Section 101, the explicit permission In make contributions of services 
expands .Section 1 nf tlie prior imifurm-hnv. 19111 Act.

§ 502. L iab ility  fo r  C u n lr ih iitio n

(a) A prom ise Iiy a lim ited p a r tn e r  to con trib u te  to the  lim ited p artn ersh ip  is lint 
en fo rcea ble in dess se t  ou t in a w riting  signed hy the  limited iia rtne r.

falfh) Except a s  provided in th e  certificate -o f-lim ited  p artn ersh ip  a g reem ent, a p a r tn e r  
is obligated  to the  lim ited p a rtn e rsh ip  lo perform  any enforceab le  prom ise to con trib u te  
cash  o r p ro p erty  o r  to  perform  serv ices, even if he [o r sh e | is unab le  to perform  because 
o f  death , disability , o r  any  o th e r  reason . If  a  p a r tn e r  does not m ake th e  requ ired  
contribution  o f p ro p erty  o r  serv ices, he [o r s h c | is obligated  a t  the  option o f the  lim ited 
p artn ersh ip  to co n trib u te  cash  equal to  th a t  portion  o f th e  value, a s  s ta te d  in the  
w rU fiea te -n f-lim ita l p a rtn e rsh ip  records requ ired  to lie kep t p u rsu a n t to Section 105, o f 
th e  s ta te d  con tribu tion  w hich h a s  no t been m ade.

(b)(c) U nless o th erw ise  provided in the  p a rtn e rsh ip  ag reem en t, the  obligation o f  a 
p a r tn e r  to m ake a  con tribu tion  o r  re tu rn  m oney o r o th e r  p roperty  paid o r  d is trib u ted  in 
violation o f  th is fA ctj m ay be com prom ised only by consen t o f  all p a rtn e rs . N otw ith-
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stan d in g  the  e tunprnnn ic , a cred ito r o f  a lim ited p a rtn e rsh ip  who ex tends cred it, o r  wdimm 
claim  a rises , o th erw ise  ac ts in reliance on th a t obligation  a f te r  the  filing o f  Urn en rtifica te  
n f  limited p a r tn e rsh ip  n r  an  anm ndnniiil th e re to  p a r tn e r  s ig n s  n w riting  which. In e ith er 
case, re flec ts  the  obligation , and b e fo re  the am endm en t n r caneellatinn th e re o f  to reflec t 
the  com prom ise, may enforce the o rig ina l obligation.

COMMENT

Section 502(a) is newj il hie'. Mu eeiinleipact ill tlie 19111 or 19711 A el. iti'cimse, unlike the prior uniform 
i l l ' l l ,  the Ilisr, Art dees lint require thal prom ises In I'tin lrih iiie  cash, properly, or - erv ires ho described in 
(lie limited partnersh ip  eertlfieale. In pi elect again a fraud it requires in load ih.il .llrli important pi am 
ise/H lie in a signed writjug.

Alllioiigli Seel inn 17(1) of I ho prim niiifiiriii law I9|li Ael reqiiired a |i:irtni'r to fulfill Ins promise to make 
euiitriliiiliniiii, t lie ;ul< liliini of iiiiit nln it imiti ill t In* ronii of a | ti inniii- to reinlt-r r.i'i'vlei'e iiii'.ium t |i:il a partner 
w lm is unable to perform those servieeii Im-cjiiimi* uf ileuili nr illsalulity as well ii i heeiiiine uf an intentinn.il 
default is required In pay t he easli value nf I lie services miles™ I lie cert ifiwilc of Iimileil put IniTidbppurtm'r' 
slajJ agrei'ini'nl provides otherwise.

Sillnlivisiiuilli)(r) is ilerived flu lu, lull expands upon, Seel Inn 17(5) oft lie pi mi nniliii'ni Iiiw Itllli Aet

$ 5115. S h a r in g  n f P ro f its  nm l L osses

The p ro fits  and  losses n f  n lim ited p a rtn e rsh ip  shall lie a llocated  am ong  the  p artn ers , 
and  am ong  c lasses u f  p a rtn ers , in th e  m anner provided in w ritin g  in the  p artn ersh ip  
ag reem en t. If  the  p a rtn e rsh ip  ag reem en t dues not so  p rovid" in w riting , p ro fits  ami 
lo sses shall lie a llocated  un th e  basis u f  the  value, a s  s la te d  in th e  c e rtifica te  o f  limited 
p artn ersh ip  records requ ired  tu  lie k ep t p u rsuan t to Section HIS, o f  tlie co n tribu tions made 
by each p a r tn e r  to Tfie ex ten t they  hav e  been rc e m v e in iy  the  p a rtn e rsh ip  am i have not 
been re tu rned .

COMMENT

.Section 505 is new firs t appeared  in t he l!l7(i Act. The prior un ifo rm  law 10111 Ae t did 
n o t provide fo r the basis on whieiT p a r tn e rs  would sh a re  p ro fits and  lo sses in the  absence 
n f  ag reem en t. T he 11)85 A d  d iffe rs  f ruin its co u n te rp a r t  in t he 11)70 A ct by req u irin g 
th a t, to lie effec tive , tlie p a r tn e rsh ip a g re e m en t p rovisions concern ing  a llocation n f p ro fits 
a mi losses he m w riting , and hy its re fe rence  to  reco rd s ' re q u ired tu he kep t p n rsn a i11 hi 
Section 105, th e  la tte r  reflec ting tlie 1!)H5 c h a nges in Section 2 0 1 .

§ 501. Sharing or D istributions

D istribu tions o f cash  o r  o th e r  a s se ts  o f  a  lim ited p a r tn e rsh ip  sha ll he allocated  am ong 
the  p a r tn e rs  and  am ong  classes o f p a r tn e rs  in the  m an n er provided in w riting  in the 
p a rtn ersh ip  ag reem en t. If  th e  p a rtn e rsh ip  a g re e m e n t does not so  provide in w riting, 
d istribu tions sh a ll he m ade on the  basis o f  the  value, a s  s ta te d  in th e  cortificatiM if-lim ited 
p artn ersh ip  reco rds req u ired to lie kept p u rsu a n t lo Section 105, o f tlie  co n tribu tions m ade 
Iiy each  p a r tn e r  to  the  ex ten t they have  fieen received hy th e  p a rtn e rsh ip  and  have nut 
been re tu rn ed .

COMMENT

Section 501 is-imw first amieared in the 197(1 Aet. The prinF-iuiifurm-law 11)111 Act did nn! provide 
for the basis mi which partners won lit share distributions in the absence of agreement. Seetiun 507 
also differs from its counterpart in tlie 1970 Act by requiring that, to lie effective, the partnership 
agreement provisions concerning allocation of distributions lie in writing, and in its reference to 
records required to he kept pursuant to Seetion 105, the latter reflecting the 1985 changes in Section 
201. This section also recognizes that partners may choose to share in distributions on a different 
basis than different from that on which they share in profits ami losses.
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ARTICLE G 

DISTRIBUTIONS A N D  W I T H D R A W A L

§ CO I. In te rim  D is tr ib u tio n s

E xcep t as provided in tin's A rticle, n p a r tn e r  is en titled  lo receive d istrib u tio n s from  a 
lim ited p artn ersh ip  befo re  bis (n r her] w ithdraw al from  th e  lim ited p artn ersh ip  and before 
the  dissolution and w inding up thereo f;

t i l  to th e  ex ten t and a t  th e  lim es o r  upon the  h appen ing  o f  the  even ts specified  in the 
p a rtn e rsh ip  ag reem en t;- an d

(2) if any d istrib u tio n  c o n s titu te ; a  roU irn-nf a n y -p a r l of-hiK-contrihuUon-under-.Soc.Uon 
i;<)X(e.)r io  th e  uxU m U ind a U lio  tiines-or-upon tho  happonin(r-of-Unsovonto-s|tooified-in-tlra 
c.orlificaU> of lim ited p artnersh ip .

COMMENT
Section I'illl is new first appeared in tjee I'.l7li Act, 'l lll' 1H7I? Act provisions have liecn nnnlifieil to 

reflect the eliaimes mime in Section 201.

L IM ITED PARTNERSHIP ACT § f i f l l

§ CII2. W ith d raw a l o f  U oncrn l P a r tn e r

A g en e ra l p a r tn e r  may w ithdraw  from  a  limited p a rtn e rsh ip  a t  any lim e hy giving 
w ritten  noliee to th e  o th e r  p a r tn e rs , b u t  if the  w ithd raw al v io lates th e  p artn ersh ip  
ag reem en t, the lim ited p artn ersh ip  m ay recover from  tho w ithdraw ing  gc'ileral p a rtn e r  
d am ages fo r broach of the  p a rtn e rsh ip  ag re e m e n t an d  o f fs e t the  dam ages ag a in s t the 
am ount o therw ise  d is tr ib u tab le  to  hint [o r her)

COMMENT

Section Ii02 is-new first ainioared in the l!)7ti Act, hut is generally derived from Section 28 of the 
Uniform Partnership Act.

§ filKI. W ith d raw al o f  L im ited  P a r tn e r

A lim ited p u rtn e r  m ay w ithdraw  from  a lim ited p a rtn e rsh ip  a t  th e  tim e o r  upon the 
h appen ing  of e v en ts  specified in-Uie-coFUfkato-a>f-dim ited-parU)erchi|>-and4n-aocord»n«t 
w ith  in w riting  in the  p a rtn e rsh ip  a g reem en t. If  th e  ce rtifica te  ag re e m e n t does not 
specify  in w riting  the  tim e or th e  e v en ts  upon th e  happen ing  of which a  lim ited p a r tn e r  
m ay w ithdraw  or a  defin ite  tim e fo r tlie dissolu tion  and  w inding up o f  the limited 
p a rtn e rsh ip , a  lim ited p a r tn e r  m ay w ith d raw  upon no t less th an  six  m onths’ p rio r w ritten  
notice to each g en e ra l p a r tn e r  a t  h is [o ther] ad d ress  on the  hooks o f  th e  limited 
p a r tn e rsh ip  a t  its office in th is o ta te .

COMMENT

Section 003 is derived from Section ]G(i>) of the prior—uniform—low 1I)1G Act. The 1117li Act 
provision has keen modified to reflect the I!)H.r> changes made in Section 2U1. This section 
additionally reflects the policy determination, also embodied in certain other sections of the 1UB5 Act, 
that to avoid fraud, agreements concerning certain m atters of substantial importance to the partners
will he enforceable only if in writing. If the partnership agreement does provide, in writing, whether 
a limited partner may withdraw and, if he may, when and on what terms and conditions, those 
provisions will control.

§601 L IM ITED PARTNERSHIP ACT

§ Gill. D is tr ib u tio n  U pon W ithd raw al

E xcept a s  provided in th is A rticle, upon w ithdraw al any w ithdraw ing  p a r tn e r  is en titled  
lo receive any d istribu tion  to which he (or site) is en titled  under th e  p artn ersh ip  
a g reem en t and, if not o th erw ise  provided in the  ag reem en t, he [or sh e ] is en titled  to 
receive, w ithin a  reasonab le  tim e a f te r  w ithdraw al, tho fa ir  value o f  Itis [o r her] in te re s t in 
the  lim ited p a rtn e rsh ip  a s  o f th e  d a te  o f w ithdraw al based  upon his [or lte r | r ig h t to sh a re  
in d istribu tions from  the  limited partnersh ip .

COMMENT
Section Gil t ih-iiow first appeared in the 197G Act. It fixes the distributive share of a withdrawing 

partner in the absence of an agreement among the partners.

§ 005. D is t r ib u t io n  in  K in d
Except us provided in w riting  in the w r lif io a te -o f  lim ited p artn ersh ip  a g re em ent, a 

p a rtn e r, reg a rd le ss  o f Cite n a tu re  o f  his [or Iter) contribution , has no r ig h t to u c m a n d  and 
receive any  d istribu tion  from  a  lim ited p artn ersh ip  in any form  o th e r  than  cash. E xcept 
its provided in w riting  in th e  p a rtn ersh ip  ag reem en t, a  p a r tn e r  m ay no t he com pelled to 
accept a  d istribu tion  of any  a s se t in kind front a  lim ited p artn ersh ip  to the ex ten t th a t  tlie 
p ercen tag e  o f  the  a s se t d is trib u ted  to hint [o r her] exceeds a  p ercen tag e  of th a t  a s se t 
which is etptal to the p ercen tag e  in which he [or she] sh a res  in d istribu tions from  the  
limited p a rtn ersh ip .

COMMENT

The first sentence uf Section liOG is derived from Section 10(3) of tie: prioF-uniform-law; l!HC Act; 
it also differs from its cuunlcrtiart in the 1S)70 Act, reflerling the 1!W5 changes made in Section 201. 
The si'coml sentence first anncnrctl in the 11170 Act, in-new, anil is intended to protect a limited
partner (and the remaining partners) against a distribution in kind ol more than his share of
particular assets.

§ GIIG. R igh t to  D is tr ib u tio n

A t th e  tim e a  p a rtn e r  becom es entitled  to receive a  d istribu tion , he [or site] has the
s ta tu s  of, and is entitled  to all rem edies available to, a  cred ito r o f the  lim ited p artn ersh ip  
with re sp ec t to  the  d istribu tion .

COMMENT

Section GOG is-new first appeared in the 107G Act, and is intended to make il clear that the right of 
a partner to receive a distribution, as between the partners, is not subject to the ei|uity risks of Ihe 
enterprise. On the other hand, since partners entitled lo distributions have creditor status, there did 
not seem to he a need for the extraordinary remedy of Section lC(4)|a) of the prior-uniform-law, 1!>16 
Act, which granted a limited partner the right to seek dissolution of the partnership if he was 
unsuccessful in demanding the return of his contribution. It is more appropriate for the partner to 
simply sue its an ordinary creditor and obtain a judgment.

§ GII7. L im ita tio n s  o n  D is tr ib u tio n

A p a r tn e r  m ay n o t receive a  distribution  from  a  limited p a rtn e rsh ip  to the  e x ten t th a t, 
a f te r  g iv ing  e ffe c t to th e  d istribu tion , all liabilities o f  th e  lim ited p artnersh ip , o lh e r  than  
liabilities lo p a r tn e rs  on accoun t o f th e ir  p artn ersh ip  in te re s ts , exceed the  fa ir  value o f  the  
p artn ersh ip  asse ts .

COMMENT

Section 007 is derived from Section 10(l)(a) of the prioMtiiiform-law, lllltl Act.

25



MM ITK I) l*AIITNICItSIIII* ACT §600

§ fiOH. L iab ility  (fpon I tc lu rn  o f C o n tr ib u tio n

(a) I f  a p a r tn e r  has received the re tu rn  o f any  p u rl o f his [or he r] con tribu tion  w ithou t 
violation o f  tlie p artn ersh ip  ag reem en t o r th is [Act], he [o r she] is liable to  the  lim ited 
p a r tn e rsh ip  fo r a period o f  one y ear th e re a f te r  fo r the am oun t o f  the  re tu rn ed  co n trib u ­
tion, h u t only to  the  e x te n t n ecessary  lo d isch arg e  the lim ited p a rtn e rsh ip 's  liabilities to 
c red ito rs  w ho ex tended  cred it to the lim ited p n r tr  -sh ip  d u rin g  tlie period the  con tribu tion  
w as held hy th e  partn ersh ip .

(h) If  a p a r tn e r  has received the re tu rn  o f  any  p a r t o f  his [o r her) con tribu tion  in 
violation o f  the p a rtn e rsh ip  ag re e m e n t o r th is [A ct], he [o r she] is liable to the  lim ited 
p a rtn e rsh ip  for a period o f  six y ea rs  th e re a f te r  for th e  am oun t o f the  con tribu tion  
w rongfu lly  re tu rned .

(c) A p a r tn e r  receives a  re tu rn  o f his [o r he r] contribution  to  the e x te n t th a t  a 
d istribu tion  to him [or her] reduces his [o r her] sh a re  o f the  fa ir  va lue  o f the n e t a s s e ts  o f 
th e  lim ited p a rtn e rsh ip  below  the value, a s  s e t  forth  in the  corW fioat-o-of-lim itod 
p a rtn e rsh ip  records rep a ire d  to be kep t p u rsu a n t to Section 1 Oft, o f  his con tribu tion  which 
lias not been d istrib u ted  to him  [or her],

COMMENT
Paragraph (a) is derived from Suction 17(1) of the prior-uniforin-daw I Dili Act, lint the one year 

statute of limitations has been added. Paragraph (l>) is derived from Section 17121(h) of the prior 
imiform-taw lfllfi Act hut, again, a statute of limitations lias been added.

Paragraph (c) is-new, first appeared in the 1!)7G Act. The provisions of former Section 17(2) that 
referred to the partner holding as "trustee" any money or specific property wrongfully returned to 
him have been eliminated. Paragraph (e) in the 1985 Act also differs from its counterpart in the !!>7<i Act to 
reflect the 1985 changes mnile in Sections 105 anil 201.

ARTICLE 7

ASSIGNMENT OF PARTNERSHIP INTERESTS
§ 701. N a tu re  o f  P a r tn e rs h ip  In te re s t

A p a rtn e rsh ip  in te re s t is personal p roperty .

COMMENT
This section is derived from Section 18 nf the prior-uniform-law, P.IKi Act.

§ 702. A ssig n m en t o f  P a r tn e rs h ip  In te re s t

E x cep t a s  provided in th e  p a rtn e rsh ip  ag reem en t, a  p artn ersh ip  in te re s t is a ssig n ab le  in 
w hole o r  in p a rt. An a ss ig n m en t o f a  p a rtn e rsh ip  in te re s t does n o t dissolve a lim ited 
p a r tn e rsh ip  o r  en title  the  a ss ig n ee  to becom e o r  to  exercise  any  r ig h ts  o f a p a rtn e r. An 
a ss ig n m en t en title s  the  a ss ig n ee  to receive, to th e  e x te n t assigned , only the d istribu tion  to 
w hich th e  a s s ig n o r  would he entitled . Except a s  provided in tlie p a rtn e rsh ip  ag reem en t, a 
p a r tn e r  ceases lo he a  p a r tn e r  upon a ss ig n m en t o f  all his |o r  her] p a rtn e rsh ip  in te re st.

COMMENT
Section 19(1) of the prior-uniform-law I Dili Act provided simply that "a limited partner's interest is 

assignable", raising a question whether any limitations on the right of assignment were permitted. 
While the first sentence of Section 702 recognizes that the power lo assign may he restricted in tlie 
partnership agreement, there was no intention to affect in any way the usual rules regarding 
restraints on alienation of personal property. The second and third sentences of Section 702 are 
derived from Section 10(3) of the prior-uniform-law, 1910 AcL Tlie last sentence ifc-new, first 
appeared in the 1970 Act.
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§ 70,'). R igh ts o f  C re d ito r

On application to a  cou rt o f  com peten t jurisd iction  hy any ju d g m en t cred ito r o f  a 
p a rtn e r, th e  court m ay ch arg e  the  p a rtn e rsh ip  in te re s t o f the p a rtn e r  w ith paym en t o f  the  
u n sa tisfied  am oun t o f  the  ju d g m e n t w ith in te rest, To tlie e x te n t so ch arg ed , the  
ju d g m e n t cred ito r h a s  only th e  r ig h ts  o f an  assignee  o f  the  p artn ersh ip  in te rest. This 
[Act] does no t dep rive  any  p a r tn e r  o f  the  benefit o f  any exem ption law s applicable to his 
[o r her) p a rtn e rsh ip  in terest.

COMMENT

Section 703 is derived from Section 22 of the prior-uniform law 111 Hi Act loil has lo t carried over 
some provisions tlmt were thought to he superfluous. For example, references in Section 22(1) to 
specific remedies have been omitted, os has a prohibition in Section 22(2) against discharge of the lien 
with partnership property. Ordinary rules governing tlie remedies available lo a creditor and Ihe 
fiduciary obligations of general partners will determine those matters.

!) 701. R ig h t o f  A ssignee In H ero ine  L im ited  F o rtn e r

(a) An assig n ee  o f  a  p a r tn e rsh ip  in te re s t, including an  assignee  o f  a g en era l p a rtn e r, 
m ay becom e a  lim ited p a r tn e r  if an d  to the  e x ten t th a l  ( 1) (i) tlie a s s ig n o r g ives the  
assig n ee  th a t  r ig h t in accordance w ith  au th o rity  described in the  <mrtificaU»-of-~limitod 
p a rtn e rsh ip  a g re e m e n t, o r  (12) (ii] nil o th e r  p a r tn e rs  consent.

(b) An assig n ee  w ho has becom e a  lim ited p a r tn e r  has, to the e x ten t assigned , the  
r ig h ts  and pow ers, and  is su b jec t to  th e  restric tio n s and liabilities, o f a  lim ited p a r tn e r  
u n d e r the  p a rtn e rsh ip  ag re e m e n t and th is [A ct], An assig n ee  who becom es a lim ited 
p a r tn e r  also  is liable for th e  obligations o f  his [o r her] assig n o r Lo m ake and  re tu rn  
con tribu tions as provided in A rticlo A rticles !> and (i. H ow ever, th e  assig n ee  is n o t 
obligated  fo r liabilities unknow n to th e  assig n ee  a t  the  tim e he [or she] becam e a  lim ited 
p a r tn e r  and-w hi«h-«> uld-noH )e-aK c^rU ined-fro iiv -th (M w rtifieate-o f-lim il« i-paF tn«rsh ip .

(c) If an  assig n ee  o f a  p a rtn e rsh ip  in te re s t becom es a  limited p a rtn e r, th e  a ss ig n o r is 
n o t re leased  from  his [or her] liability to  the  lim ited p artn ersh ip  und er Sections 207 an d  
002.

COMMENT

Section 7UI is derived from Section 19 of the prior-uniform law, lilHi Act, but paragraph (b) defines 
more narrowly than Section 19 the obligations of the assignor that are automatically assumed hy the 
assignee. Section 701 of the 1989 Act also differs fruin tin- I97(i Act to reflect the 19S5 changes 
made in Red ion 2 0 1.

§ 705. R ow er o f  E s ta te  o f  D eceased  o r  In co m p eten t P a r tn e r

If  a p a r tn e r  who is an  individual dies o r  a  c o u r t o f com peten t jurisd iction  ad judges him 
[or her] to he incom peten t to  m anage his [o r her] person  or his |o r  her] p roperty , the 
p a r tn e r ’s execu to r, ad m in istra to r, g u ard ian , conserva to r, o r o th e r  legal rep resen ta tiv e  
m ay exercise  all o f th e  p a r tn e r 's  r ig h ts  fo r th e  purpose o f  se ttlin g  his [o r her] e s ta te  or 
adm in istering  his lo r  her) p ro p erly , including any pow er the p a r tn e r  had to give an  
assig n ee  th e  r ig h t to  becom e a  lim ited p a rtn e r. If a p a r tn e r  is a  corporation , tru s t, o r 
o th e r  en tity  and is dissolved o r  te rm ina ted , th e  pow ers o f th a t p a r tn e r  m ay he exercised 
by its legal rep re sen ta tiv e  o r  su ccesso r.

COMMENT

Section 705 is derived from Section 21(1) of the priowuiiform-law. 191il Act. Former Seetiun 21(2). 
making a deceased limited partner's estate liable for his liabilities as a Iimileil partner was deleted as 
superfluous, with no intention of changing the liability of the estate.



L IM ITED PARTNERSHIP ACT §801

A R T IC L E  8 

DISSOLUTION

§ MUI. N onjtid iclu l D isso lu tio n

A limited p artn ersh ip  is d issolved and its a f fa irs  shall he Wound up  upon the  happening  
o f  the  firs t to occur o f  tlie follow ing:

( 1) a l  tin! tim e s pecified in th e  certifica te  o f  lim ited partnersh ip :

j[2] o r upon the  happen ing  o f  ev en ts  specified in w riting  in the  c e rtifica te -o f-lim ited  
p artn ersh ip  a g re e m e n t;

(2)[3] w ritten  co n sen t o f  all p a rtn e rs ;

(3)(4) an even t o f w ithdraw al o f a g enera l p a r tn e r  un less a t the tim e th e re  is a t  le a s t 
one o th e r g en era l p a r tn e r  and  the  certifica te—of— lim ited w ritten  provisions of th e 
p artn ersh ip  a g reem en t p erm its perm it the  husiness o f  the  lim ited p a r tn e rsh ip  to lie 
ca rried  on by th e  rem ain ing  g en e ra l p a r tn e r  and th a t  p a r tn e r  does so, h u t th e  limited 
p artn ersh ip  is n o t dissolved and  is no t requ ired  to be w ound up hy reaso n  of an y  even t o f  
w ithdraw al, if, within 90 d ay s  a f te r  th e  w ithdraw al, all p a rtn e rs  a g re e  in w riting  to 
continue th e  bu sin ess o f  th e  lim ited p artn ersh ip  and  to the  appo in tm en t o f  one o r m ore 
additional g en e ra l p a r tn e rs  if n ecessa ry  o r desired; or

en try  o f  a  decree  o f judicial dissolution u n d er Section 802

COMMENT
faction 801 merely collects in one place all of the events causing dissolution. Paragraph (2) is 

derived from Sections 0(1 Mg) and 20 of tho prior-uoifornt-law, llllli Act, hut adds the OO day grace 
period. Section 801 also differs from its count rpart in the 11I7C Act to reflect the 1983 changes 
made In Section 201.

§ 8112. Ju d ic ia l  D isso lu tio n

On application hy o r  for a  p a r tn e r  the  [desig n a te  the ap p rop ria te  co u rt]  c o u rt m ay 
decree dissolution o f  a  lim ited p a r tn e rsh ip  w henever it  is no t reasonab ly  p rac ticab le  to 
c a rry  on the  b usiness in conform ity  w ith  the  p artn ersh ip  ag reem en t.

COMMENT

Section 802 is-new first appeared in the 1970 Act.

§ 80.2. W in d in g  Up

E xcept a s  provided in th e  p a r tn e rsh ip  ag reem en t, the  g enera l p a r tn e rs  w ho have no t 
w rongfully  dissolved a  lim ited p a r tn e rsh ip  or, if none, the  limited p a r tn e rs , m ay wind up 
the  limited p a r tn e rsh ip 's  a ffa irs ; b u t th e  [d esignate  the  app ro p ria te  cou rt)  co u rt m ay 
wind up th e  lim ited p a r tn e rsh ip 's  a f fa ir s  upon application o f  any p a r tn e r, his [o r her] legal 
rep re sen ta tiv e , o r assignee .

COMMENT
Section 803 iiveew first appeared in the 197G Act, and is derived in part from Section 37 of the 

Uniform General Partnership Act.

§ 804. D is tr ib u tio n  o f  A ssets

Upon the w inding up o f  a  lim ited p a rtn ersh ip , the  a s se ts  shall he d is tr ib u ted  a s  follows:

( 1 ) to cred ito rs , including p a r tn e rs  who a re  cred ito rs, to  the  e x ten t p e rm itted  by law, in
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sa tis fac tion  of liabilities o f  th e  lim ited p a rtn e rsh ip  o th er th an  liabilities for liatrilm tionn to 
p a r tn e rs  u nder Section 001 o r  004;

(2) excep t as provided in the  p a rtn e rsh ip  ag reem en t, to  p a r tn e rs  and fo rm er p a r tn e rs  ill 
sa tis fac tio n  o f  liabilities fo r d istribu tions u nder .Section 001 o r 001; and

(3) except as provided in th e  p a rtn e rsh ip  ag reem en t, to p a r tn e rs  f irs t  fo r Ihe re tu rn  of 
tlie ir con tribu tions and  secondly respec ting  th e ir  p a rtn e rsh ip  in te re s ts , in th e  proportions 
in w hich the  p a r tn e rs  sh a re  in d istribu tions.

COMMENT
Section 8111 revises Section 23 of the prior-uniform law ID III Act Iiy providing that (I) to the extent 

partners are also eroditoni, other than in respect of (heir ioteresls in (lie parliiersliip, they share with 
o ther creditors, (2) once lie' partnership's obligation lo make a distribution accrues, il most he paid 
before any other distributions of an "equity" nature are made, and (3) general and limited partners 
rank on tlie same level except as otherwise provided in Ihe partnership agreement.

A R T IC L E  i)

FOREIGN L IM IT E D  PARTNERSHIPS

§ 901. Law G overn in g

S u b jec t to the C onstitu tion  o f  th is S ta te , (i) the  law s o f  th e  s ta te  under which a foreign 
lim ited p artn ersh ip  is o rgan ized  govern  its o rgan iza tion  and in te rn a l a f fa irs  and the  
liability u f its lim ited p a r tn e rs , and (ii) a foreign  lim ited p a rtn e rsh ip  m ay not he denied 
re g is tra tio n  Iiy reason  o f  any  d ifference  betw een  those law s and th e  law s o f  th is S ta te .

COMMENT
Section 901 is-sew. first appeared in the 197fi Act.

§ 902. R e g is tra tio n

B efore tran sac tin g  business in th is S la te , a  foreign  lim ited p a rtn e rsh ip  shall re g is te r  
w ith  the  Secre tary  o f  S la te . In o rd e r  to re g is te r , a fo re ig n  limited p a rtn e rsh ip  shall 
su b m it to  the  S ecre ta ry  o f S ta te , in dup licate, an application  fo r reg istra tio n  a s  a  foreign 
lim ited p artnersh ip , signed  an d  sw orn  to by a  g en era l p a r tn e r  and  se ttin g  forth:

( 1 ) the  nam e of tlie foreign limited p a rtn e rsh ip  and, if d iffe ren t, the  nam e u nder which 
il  p roposes to re g is te r  and tra n sa c t  bu sin ess in th is S ta te ;

(2) the  s ta te  S ta te  and  d a te  o f  its form ation;

(T)-t4ie-geiwrahcharaeter-of-the-4»usineKi>-iUprn|>oees-t<>-transact-in-t4iis-SUvte;
(4) [3] the  nam e an d  ad d ress o f  any  a g e n t fo r serv ice o f  process on the fo reign  lim ited 

p a r tn e rsh ip  whom tlie foreign  limited" p a rtn e rsh ip  e lec ts  to  appoint; the ag en t m u st be an 
individual residen t o f  th is s ta te  S ta te , a  dom estic corpora tion , o r  a foreign  corporation  
h av ing  a  place o f h usiness in, mid au thorized  to do business in, th is S ta te ;

(.rt) (4J a  s ta te m e n t th a t the  S ec re ta ry  o f  S ta te  is appointed  the  a g e n t o f  the  foreign  
lim ite d p a rtn e rsh ip  fo r se rv ice  o f  p rocess if  no a g e n t has been appointed  u nder p a rag rap h
(4) (3) or, if appointed , the  a g e n t 's  a u th o rity  has been revoked o r  if the  a g e n t canno t lie 
found o r  served  w ith the  exerc ise  o f  reasonab le  diligence;

(4>) [5] the  ad d ress o f the  office req u ired  to be m aintained in th e  S ta to  s ta te  o f  its 
o rgan iza tion  hy the law s o f th a t  S la te  s ta te  or, if not so requ ired , o f  th e  principal office of 
th e  fo re ign  limited partn ersh ip ; and
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L IM IT E D  P A R T N E R S H IP  ACT §902

(7) if  -lh»<;nrlifiuttW-nf-liiiiiU*d partnership filwl in 4it«t-for«ign4imiUid paitnsi ship's statu 
iif-organi*atWn--i«-nol-r«<|uir»id In- includo lli» nanios-anii-busiinisii-addroKsim-of- Urn 
parlimrs, a list n f tho names and addrossos.

yD-UU; ii,inn; iiml business address of each general imrtiinr; mid
(7) the ad d ress o f  tlie office1 nl which in kept n list o f tlie nam es and udilressea o f the 

lim ited pa r tn e rs  nnil th e ir  cap ital con trib u tions, to g e th e r  w ith a n iifiJcrtukintt~l»y TEe 
fo re ig n limited p a r tn e rsh ip to  keen tlm.su records un til tlie  foreign limileiF p a r tn e rship 's 
r e s is t r iitinn in iTniTState la cuncclleirTir w itliilrnw ii,

COMMENT
Section 1)01! it. m*w, firs t appe inn l in tin* I!l7(i Act. Il w»h thought tlml requiring n full copy ol tlie 

certificate nf limited partne rsh ip  nniTliir iiineriilnientn tliereto lo be filed in each s la te  in which the 
partnership does husiness would impose an unreasonable burden on in tersta te limited partnerships 
mid th a t Ihe information nii-filo-wiit. Secliim 1)1)2 reiiuired tn In; filed would he sufficient to lell 
interested persons where they could write lo obtain copies o f thuse hasic documents. Snhilivitiion 111) 
of llii' I!)7li Act tins been omltled. and subdivisions II'.) mnl (7) d iffe r from t heir counlerparla in the 
111711 Ael, tn rim forin t hese provisions rei.iTinj' lo tlie reg istra tio n o f foreign limited p artne rships lo 
the cnrrcsponiling  changes made Iiy the Act iii The |irovismiiB~rehitiii(flii ihnneiitiF limiieii partner­
ships. The requirement tlia t nn application for reg istry lion lie sworn to Iiy n general pnrtncr is
simply intended lo proihice the same resu lt an is provide! for in Seetiun lilH(c) with respect jo
certificates nfH innosliclin iih 'd  p a rtnerships; the acceptance and endorsement Iiy the Secrelnry of 
■Sta te (or equivalent niitjmritv) of nil application which was not swum hy a general Iiartner should he 
deemed a mere technical anij insubstan tia l shortcoming, and should not reaultTn the limited partners' 
bring subjected to goner,ini.'thilitv for Ihe obligations iiF thoTnrcign Iimileil parliiersliip (jjee jieeliini 
807(c)).

§ 803. Issmmce nf Registration
(a) I f  the Secretary of State finds that an application for registration conforms to law

and all requisite fees have been paid, he (or she] shall:
(1) endorse on the application the word "Filed", and the month, day, and year of the 

filing thereof;
(2) file io his (or her] office a duplicate original o f the application; and
(3) issue a certificate of registration to transact business in this Stale.

(b) The certificate of registration, together with a duplicate original of the application, 
shall be returned to the person who filed the application or his [or her] representative.

COMMENT 
Section 803 first appeared in the 1070 Act.

§ 804. Nam e

A foreign limited partnership may register with the Secretary of State under any name, 
whether or not it is the name under which it is registered in its slate of organization, that 
includes without abbreviation the words “ limited partnership" and that could he reg­
istered hy a domestic limited partnership.

COMMENT
Section 91)4 is-new, first tippenred in the 1976 Act.

§ 905. C hanges an d  A m endm en ts

I f  any statement in the application for registration of a foreign limited partnership was 
false when made or any arrangements or oilier facts described have changed, making the 
application inaccurate in any re-pect, the foreign limited partnership shall promptly file in
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tin; office of the Secrelnry of Slate u certificate, signed and sworn to hy n general 
partner, correcting mil'll statement.

COMMENT
Section 81)0 to IttlW. f i r s t  nppcurcd in the 1970 Act. I i  corresponds to tin; provisions nf Section 

iWyjc) relnllng  in ilnmuiitw liniiled p a r lm'inliips.

§ ytM>. Cnncellullnii of Registration
A foreign limited partnership may cancel its registration hy filing with the Secretary of 

Stale a certificate of cancellation signed and sworn to hy a general partner. A cnncelhi- 
tion tines not terminal!' tin; authority of the Secretary of State to accept service o f process 
on tin; foreign limited parliiersliip with respect lo (claims for relief| [causes of action] 
arising mil uf Ihe trammel inns nf business in this Stale.

COMMENT
Section (Kill ir. now. find appeared in Ihe 18711 Act

§ 807. Truusiielinrt o f lloHioes.s W ith o u t Itegisl r a t io n  
(a) A foreign liniiled partnership transacting business in this Slate may not maintain 

any action, suit, nr proceeding in any court of this Slate until it has registered in this 
State.

(Ii) The failure of a foreign limited partnership to register in this State iloen not impair 
Ihe validity of any contract or act of the foreign limited partnership or prevent the foreign 
limited partnership from d< fending any action, suit, or proceeding in any court of this 
Stale.

(e) A limited partner of a foreign limited partnership is not liable as a general partner 
of the foreign limited partnership solely hy reason of having transacted business in this 
Stale without registration.

(il) A foreign limited partnership, hy transacting husiness in this Slate without registra­
tion, appoints the Secretary of State as its agent for service of process with respect to 
(claims fur relief| (causes of aclion| arising out uf the transaction of business in this 
State.

COMMENT
Section 1)07 is- new. first appeared in the 11)71) Act.

§ 808. Action Iiy I Appropriate Official)
The [designate the appropriate official] may bring an action to restrain a foreign limited 

partnership from transacting business in this State in violation of this Article.

COMMENT
Section 81)8 itf-new. f irs t a ; ji. ared in tlie l!)7(i Act.

§ 905 LIMITED PARTNERSHIP ACT

A R T IC L E  10 

D E R IV A T IV E  ACTIONS

§ 1001. Right of Action
A limited partner may bring an action in the right of a limited partnership lo recover a 

judgment in its favor if  general partners with authority to do so have refused to bring the
31



action  o r  if an e f fo r t  (o cau se  those  g en era l p a r tn e rs  lo b ring  Ihe nctinn is n o t likely lo 
succeed.

COMMKNT
Section Itllli ir> now. first nppoarcil in tin1 107(1 A d

§ 10112. P ro p e r  I 'ltiliillf f
In a derivnlive lu 'tion, (lie p lain tiff iniist lie it p a r tn e r  at the tim e o f  b rin g in g  th e  ne'.inn 

anti (i) m ust have heen  u p a r tn e r  a t Ihe tim e of tlie tran sac tio n  of w hich lie |o r  she] 
com plains o r (ii) his I o r h e r | s ta tu s  art a  p a r ln e r  liml must have tlevnlveil upon liim |o r  her I Iiy 
operation  nfluw  n r p u rsu an t lo (he te rm s o fth c  p artn ersh ip  ag reem en t from n person  who w nsn t
part tier al t he t im e of t he I ransnrl ion.

COMMENT
Section loll'.! in new. first H|i|ieari'i| in (lie lilVli Act

§ lima. rientiiiiK
In a derivative action , th e  com plain t shall s e t  fo rth  w ilh p a rticu la rity  Ihc  e f fo r t  o f the 

p la in tiff  to  se cu re  initiation o f the action  hy a g en e ra l p a r tn e r  o r  Ihe rea so n s  fo r not 
m ak ing  the e ffo rt.

COMMKNT
Section 1IHKI it. new. first n|i|ieareil in tlie I97C Act.

§ 11)1)1. E xpenses

If  a  d erivative  action  is successfu l, in whole o r  in p a r t, o r if an y th in g  is received hy the 
p la in tiff  as a r e s u lt  o f a judgm en t, com prom ise, o r se ttle m e n t o f  an action  o r  claim , the 
co u rt m ay aw ard  th e  p la in tiff  reasonab le  expenses, including reaso n ab le  a t to rn e y 's  fees, 
and sha ll d irec t him |o r  lierj to rem it to the  limited p a rtn e rsh ip  th e  rem ain d er o f  those 
proceeds received Iiy him [or her |.

COMMKNT 

HUM if. imw. first nppi'aml in Iht' 1070 Atft.

L IM ITED PARTNERSHIP A (T  § 1001

A R T IC L E  II  

M I S C E L L A N E O U S

§ 1101. C o n s tru c tio n  nnd  A p p lica tion

This [A ct] shall he so applied an d  constru ed  to e ffe c tu a te  its  g en era l p u rpose  to make 
un ifo rm  the  law  w ith resp ec t to th e  su b je c t o f th is [A ct] am ong  s ta te s  en ac tin g  it.

COMMENT

Because the principles set nut in Sections 28(1) anil 29 nf the 101C Act have become so universally 
established, it was felt that the l!)7(i and 1085 Acts need not contain express provisions lo tlie same 
effect. However, it is intended (hat tlie principles enunciated in those provisions of (lie 11)10 Act also 
apply to this Act!

$ 1102. S h o rt T itle

This (A rt)  m ay ho cited a s  (lie U niform  Lim ited P a rtn e rsh ip  Act.

5 110J. Severtih ilily

If any  provision of th is |A e l | o r  its application to  any person  o r c ircum stance  is held 
invalid, the  invalidity doea not a f fe c t  o th er provisions or applications o f  th e  [A c l| which 
can he g iven effec t w ithout th e  invalid provision o r application, and  to  th is end the 
provisions o f th is |A c t | a re  severab le .

§ I III I. E ffective  D ale, E x te n d ed  E ffec tive  D a te  an d  R epeal

Excepl a s  s e t  forth  below, the  effec tive  d a te  o f th is | A ct| is . .  _  and  the  follow ing 
acts |lis t p rio r ex isting  lim ited p a rtn e rsh ip  a i 't s | a re  hereby  repealed:

Mi. Jo o f * ,  ?, :i I o t t 'i j  n  , j  if n  . . . .
(1) T he ex is tin g  jiruvisjunx fu r execution  and filing o f ce rtifica te s  o f limited p a r tn e r ­

ships and  um cm lm ciila th e re u n d e r  and cancellations I hereof con tinue in e ffe c t until 
|specify  tim e requ ired  lu c rea te  cen tra l filing sy stem ), the ex tended  effec tive  d a te , ami 
Sections 1112, Mill, 101, lllfi, 201, 202, 20,'l, 201 and  2 0 (i are  not effec tive  un til the ex tended 
effective dale .

(2) Section 402, specify ing  the  conditions u n d er which a  g en e ra l p a r tn e r  ceases to  he a 
m em ber o f a  Iimileil p a rtn ersh ip , is not effec tive  until the  ex tended  e ffec tive  da te , an d  the 
. . . ’ ; o f  ex is tin g  law  continue to g overn  until th e  ex tended  e ffe c tiv e  dale.

Cl) Sections 501, 502 and  Hod apply only to con tribu tions and d istribu tions m ade a f te r  
the  effec tiv e  d a te  o f this [ Act).

(I) Section 704 applies only to a ss ig n m en ts  m ade a f te r  tlie effec tive  d a te  o f th is  [Act],

(5) A rtic le  !), dealing  witii reg is tra tio n  o f  fo reign  limited p a rtn e rsh ip s, is not e ffec tive  
until th e  ex tended  effective dale .

JO) U nless o therw ise a g reed Iiy the  p a rtn e rs , the  applicable provisions o f ex is tin g  law 
govern ing  allm 'alinn o f p ro fits and  hisses ( ra th e r  t han the  p rovisions o f  Sectio n 502), 
d is trib u tions to  a  with d raw in g  p a r tn e r  (ra th e r  lim n Ih e  p rovisions o f Seetiun 004), an d 
d istribu tions o f  a s se ts  upon th e  winding  up o f  a  limited p a r tn e rs hip (ra th e r  th an  the 
provisions o f  Section HIM) g o v ern  lim ited p a rtn e rsh ip s  form ed before th e  effective d a te  n f 
this IA c t|.

COMMKNT

■Siiliilivisiiins (Ii) ami (7) iliil not aiiiiear in Seetiun 1101 of the 11)70 Art. They are included in the 
P.IH5 Ael to ensure licit Die applifiilion nf the Act tn limited |i:irtm rshiii.s fertiied anil existiint before 
ihc Act breimics effective wnnhl not violate con ''O itiwiul prohibitions against the impairment nf 
nnitracLs.

§ 11()2 LIMITED PARTNERSHIP ACT

§ 1105. R u les fo r C ases N ot P ro v id ed  fo r  in T h is  I Act)

In an y  case  no t provided fo r in th is [Act] th e  provisions o f  th e  U niform  P a rtn e rsh ip  Act 
govern .

COMMKNT
The result provided for in Section 1105 would obtain even in its absence in a jurisdiction which IkiiI 

mloiileil the tinifnrm Partnership Act, by operation of Seetiun Ii of that act.
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I.IM IT K !) I 'A K T N K K S IIir  ACT § 1106

§ 1100. SitviiiKH C lau se

Tlie repeal o f  any  s lu tiiln ry  provision Iiy th is [A etl does n o t im pair, o r o th erw ise  a ffec t,
th e orKani'/ation o r  th e  coniin lied  ex is ten ce  o? a  lim ited |i;irtn e rshi|i ex is tin i: a t tlie
e f fe c t iv c J a te  o f th is I A cl|, n o r does tlie repeal o f  any e x isting  s ta tu to ry provision iiy th is 
[A ct| im pair an y c o n trac t o r  a ffe c t any  r ig h t accrued befo re  th e  e ffec tive  d a te  o f th is 
I A ct I-

COMMKNT
Section I Klli did not appear in the 1070 Act. I t is included in the 1!)85 Act to ensure th a t the

implication o f tlie Act to liin i t c f  partnerships formed andTxistinK before t he Act becomes effective 
would not violate consliU t'iunariiroliilul ions aga inst the iiii|ia innent of contracts.

I

I
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STATE OF ALASKA
1992 LEGISLATIVE SESSION

FISCAL NOTE Bill Version:C S 5  (S  <2 O 1  fX

(S) Publish Pate: V  -  ~

Revision D a t e . -------------------------------------
'Title: An Act relating to multiple-beneticiary

Department Affected: Commerce & Economic Developmeni

BRU: Occupational Licensing_______________________________

permitting of charitable gaming.... Component: Administration

Sponsor:

Requestor

Senator Zharoff

Senate Labor & Commerce C O M P O N E N T  SERIAL NO. 0 3 5 6
Expenditures/Revenues: (Thousands o f Dollars)

OPERATING FY 93 FY 94 FY  95 FY 96 FY 97 FY 98
PERSONAL SERVICES 1 5 5 .3 1 5 5 .3 1 5 5 .3 1 5 5 .3 1 5 5 .3 15 5 .3

TRAVEL 1 0 .0 1 0 .0 1 0 .0 1 0 .0 1 0 .0 1 0 .0
CONTRACTUAL 4 5 .0 4 5 .0 4 5 .0 4 5 .0 4 5 .0 4 5 .0

SUPPLIES 5 .0 5 .0 5 .0 5 .0 5 .0 5 .0

EOUIPMENT 3 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

LAND & STRUCTURES 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

GRANTS, CLAIMS 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

MISCELLANEOUS 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

TOTAL OPERATING 2 4 5 .3 2 1 5 .3 2 1 5 .3 2 1 5 .3 2 1 5 .3 21 5 .3

CAPITAL 0 .0  0 .0 0 .0 0 .0 G.O 0 .0

REVENUE 2 4 5 .3 2 1 5 .3 2 1 5 .3 2 1 5 .3 2 1 5 .3 21 5 .3

FUNDING: (Thousands o f  Dollars)
GENERAL FUND 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

FEDERAL FUNDS 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

OTHER - GF/PR 2 4 5 .3 2 1 5 .3 2 1 5 .3 2 1 5 .3 2 1 5 .3 2 1 5 .3

TOTAL 2 4 5 .3 2 1 5 .3 2 1 5 .3 2 1 5 .3 2 1 5 .3 2 1 5 .3

POSITIONS:
FULL-TIME 3 .0 3 .0 3 .0 3 .0 3 .0 3 .0

PART-TIME 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

TEMPORARY 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

Estimate o f  current year impact: None.
A NALYS IS : (Attach a separate page i f  necessary) 

SEE ATTACHED

Prepared By: 
Division:

John N. Hanjreli. Jr.. Gaming Proeram Manager Phone:
Date:

465-2581

Approved by Commissioner:
Agency: Commerce & Economic Development Date:
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, Sc Impacted Agency(ies). 
Rpy-lQrQQ—    ....... ..... .... .... .
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FISCAL NOTE ANALYSIS 
CSSB 207(L&C)

O PE R A T IN G  E X PE N D ITU RES

Position Range Cost
Personal Services:

Investigator DI 18 $ 57.7
Revenue Auditor EH 18 $ 57.7
Occupational Licensing 12 $ 39.9
JBxaminer I

T rave l:
Investigator E l  $ 5.0
Revenue Auditor HI $ 5.0

Contractual:
Office Lease Space $ 20.0
Printing and Communications $ 25.0

Supplies:
Daily operating supplies $ 2.0
Investigator DI $ 1.0
Revenue Auditor D I $ 1 . 0
Occupational Licensing $ 1.0

Examiner I

Equipment: (One-time costs)
Invesugator ID $ 10.0
Revenue Auditor IH $ 10.0
Occupational Licensing $ 10.0

Examiner I

TOTAL COST

Subtotal

$ 155.3

$ 10.0 

$ 45.0

$ 5.0

$ 30.0 
$ 245.3

Page 2 of 5



POrtHkMWI

Location

Zqwlpaxnl
Otfatr

Ig M & W l
FUNDING SOURCE FOR TO TAL COST

Federal Kccdtrt.i 1002
G J .  Match

IA  Recdpls
C IP Receipts
Other -  GF/PR 1005

AGENCY Commerce A  Economic Development

BRU OccawtfiotMd Licensing___________

COMPONENT _ Investigations___________________

rodtion Title
JcgtoaiB.
ILL L

H*rg. Unit

H w  S M m St*IT Months 
 12

Election D istrict

TYPE OF EXPENDITURE

Pm ahiM  Put

Total Pergonal Services
Travel
Contractual
ConutodHks

Jw tiftca tion

T h i s  p o s i t i o n  w i l l  c o n d u c t  I n v e s t i g a t i o n s  o f  p e r m i t  o r  
l i c e n s e  v i o l a t i o n s  and c o m p l a i n t s  The p o s i t i o n  w i l l  
a l s o  c o n d u c t  I n s p e c t i o n s  o f  p r e m i s e s ,  o b s e rve  gaming 
a c t i v i t y  t o  se nsu re  c o m p l ia n c e  w i t h  s t a t u t e s  and re g u ­
l a t i o n s ,  I s s u e  N o t i c e s  o f  V i o l a t i o n s  when a p p r o p r i a t e  
and n e c e s s a r y ,  e d u c a te  t h e  p a r t i c i p a n t s  w i t h  re g a r d  t o  
s t a t u t e s  and r e g u l a t i o n s ,  and a s s i s t  th e  p a r t i c i p a n t s  
by p r o v i d i n g  the  c o r r e c t  f o r m s ,  and a n s w e r in g  i n q u i r i e s .

The p o s i t i o n  w i l l  a l s o ,  on o c c a s i o n ,  a s s i s t  the  a u d i t o r ( s )  
i n  g a t h e r i n g  i n f o r m a t i o n / d o c u m e n t a t i o n .

Im pac t  t o  D i v i s i o n / P r o g r a m  i f  p o s i t i o n  i s  NOT f i l l e d :

Because o f  t h e  numerous number o f  p e r m i t t e e s  and l i c e n s e e s ,  
t h e  expanse o f  the  s t a t e ,  and the  l i m i t e d  f u n d i n g  f o r  
t r a v e l  p u r p o s e s ,  many c o m p l a i n t s  a n d / o r  a l l e g a t i o n s  
c o u l d  n o t  be i n v e s t i g a t e d .



1 Portion n tk N o.o t Positions 3 Range/Step I Barg. U nit
.............. . , i .  J ____ _________ . m . _  J  . j m !

II T la c  S ta tu  StafT Months 
ii) |PFT I }

Location Election D istrict
AW A

H TYPE OF EXPENDITURE AESv?M....... jM tn c ttk w

T h i s  p o s i t i o n  w i l l  p l a n ,  o r g a n i z e  and c o m p le te  a u d i t s  o f  
p e r m i t t e e s ,  o p e r a t o r s ,  d i s t r i b u t o r s  and v e n d o rs .  The 
p o s i t i o n  w i l l  a l s o  p r o v i d e  t e c h n i c a l  a s s i s t a n c e  t o  
p e r m i t t e e s ,  o p e r a t o r s ,  d i s t r i b u t o r s  and v e n d o r s ,  and 
p r o v i d e  i n f o r m a t i o n  t o  i n q u i r i n g  p e rso ns  r e g a r d i n g  
s t a t u t e s  and r e g u l a t i o n s .  I n  a d d i t i o n ,  t h i s  p o s i t i o n  
w i l l  a s s i s t  t h e  i n v e s t i g a t o r ( s )  when n e c e s s a ry .

Impac t  t o  D i v l s i o n / P r o q r a m  i f  p o s i t i o n  i s  NOT f i l l e d :

l| Stdtorr lR.n
1 Benefits 15.7
|  P im ah ia  Par
|  Other
H Total Personal S errke j 57.7
|  Travel 5.0
1 Contractual

CoeamodHles 1.0
1 Eq«ip»«»t 10.0
H Other
I j 1
ii FUNDING SOURCE FOR TO TAL COST Because o f  t h e  numerous number o f  p e r m i t t e e s  and l i c e n s e e s ,  

t h e  expanse o f  the  s t a t e ,  and t h e  l i m i t e d  f u n d i n g  f o r  
t r a v e l  p u r p o s e s ,  many a u d i t s  c o u l d  n o t  be done,  t h u s ,  
r e d u c in g  th e  n e t  p roceeds  due t o  t h e  s t a t e .

1 Federal Receipts 1TO2
G.F. Match 1003
General Fand 1004
I  A Receipts 1007
C1P Receipts 1061
Other -  GF/PR 1005 73.7

L.__

|

AGENCY Commerce &  Economic Development

BRU Occnpatioral LkeoainR___________

COMPONENT Administration__________________



|  rooition T itle  f

8 T lm S lM u  j Staff Months 
p PIT 12
1 TYPE OF EXPENDITURE AwaH

27.P
E Benefits 12.0
1 PraaJnM Par
|  Other

Total Personal Services V.?
1 Travel

Contractual
ma Modifies 1.0

Equipment io.o
Other

_ Total Coot 50t?
FUNDING SOURCE FOR TO TA L  COST

Federal Receipts 1002
GJF. Match 1003
General Fw id 1004
1 A Receipts 1007
CIP Receipts 1061
Other - Gf/PR 1005 50.?

No. R m ^ '/S tep

LocnMoa
m

.A2Ai..
Dan;. Unit

GGU
Election D istrict

Jostiflcatioa

T h is  p o s i t i o n  w i l l  c o n d u c t  the  r e v ie w  o f  p e r m i t  a p p l i c a ­
t i o n s ,  v e n d o r  endorsement  a p p l i c a t i o n s ,  q u a r t e r l y  and 
annual  f i n a n c i a l  s t a t e m e n t s ;  and upda te  and m a i n t a i n  
c o m p u te r i z e d  l i c e n s i n g  and f i n a n c i a l  r e c o r d s  as w e l l  as 
th e  l i c e n s i n g  f i l e s .

T h is  p o s i t i o n  w i l l  a l s o  p r o v i d e  i n f o r m a t i o n  and t e c h n i c a l  
a s s i s t a n c e  t o  th e  p u b l i c  and o r g a n i z a t i o n s  r e g a r d i n g  
a p p l i c a t i o n  o f  s t a t u t e s  and r e g u l a t i o n s .

Impac t  t o  D i v i s i o n / P r o g r a m  i f  p o s i t i o n  i s  NOT f i l l e d :

R e s p o n s i b i l i t y  f o r  t h e  above l i s t e d  d u t i e s  wou ld  be 
s h o u ld e r e d  by t h e  c u r r e n t  s t a f f ;  and d e la y s  wh ich  
o c c u r  p e r i o d i c a l l y  w i l l  c o n t i n u e .

R e q u e s t  F o r  
N e w  P o s i t i o n

AGENCY Commerce &  Economic Development 

BRU Occupational Licensing____________

COMPONENT AdmioutTation





SEVENTEENTH LEGISLATURE 
SENATE JUDICIARY COMMITTEE BILL FILE

BILL NUMBER: S f c  2 X  2 —  _  ^  , ,
ABBREVIATED TITLE: f |V ( ^  ^  J Y e c U  K  “

SPO N SER :^ ORIGINAL RECEIVED : I 9
WRI'iTEN REQUEST TO SCHEDULE REC'D:d-2,/~9l FROM: Y I —'
SPONSER'S STATEMENT REC ’D :__________ FROM: ____________________
SECTIONAL ANALYSIS RQST'D :__________  FROM: ___________________
SECTIONAL ANALYSIS RECEIVED :____________
FISCAL NOTE (ORIGINAL)

RQST'D O F :___________
RQST'D OF

REC'D FROM 
REC ’D FROM

RQST'D O F :____
FISCAL NOTE (C.S.)

RQST'D O F :_____
RQST'D O F :_____
RQST'D OF:

REC'D FROM

REC'D FROM 
REC'D FROM 
REC'D FROM

CryyyrAg/vrJ.' Q~~ DATE: ( a ) i 4' K  4- t ('
DATE:
DATE:

DATE:
DATE:
DATE:

FIVE DAY NOTICE G IVEN :_____________
COMMITTEES OF REFERRAL: F IR S T :JU  C

NOTICE OF HEARINGS GIVEN :.
THIRD:

DATE:
COMMITTEE ACTION

y n  A - f (A/\ ^ ____

SECOND:^ (x<L _____

L  C '3 I S» j

PERSONS TO BE NOTIFIED OF HEARING -

1 . sponsor 'd^  6 . ________________.
2. AGENCY i :  __________________
3. '     8.-__________________
4 /     - '9.~~ • ~ '
5 . '   1 0 . ______________ __

A. U o\ U C- b  0  f  '^ r I ^  6. " 1



STA TE  OF ALASKA B IL L  NO. SB 212
1991 LEG ISLA T IVE  SESS ION
Revision Date:___ ____ ___________________  Department Affected: Commercp ft Frnr.nrmV now•j-jlie; An Act r e la t i n g  to the Medical BRU:  Insurance_________________

Indemnity C o rpo ra t ion  o f  A la ska________  Component: ______________________
Sponsor: Senate L ft C______   '______________
Requestor: ___________________________  COMPONENT SERIAL NO. L _ ] ~ _ ____________

' * FISCAL NOTE

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97

PERSONAL SERVICES

TRAVEL
CONTRACTUAL

SUPPLIES
EQUIPMENT

LAND & STRUCTURES .

GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 . .  0

CAPITAL 0 0 0 0 0 n

REVENUE 0 0 0 0 i o 1 .0,

FUNDING: (Thousands of Dollars)
GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0 0 0 0 0 0

POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME

TEMPORARY

Estimate of current year impact:

Prepared By:
Division:

David Walsh, D i r e c to r
Insurance Phone:

Date:
465-2515

Approved by Commissioner: Glenn A. Olds — _______
Agency: Department o f  Commerce & Economic D e v e lo p m en t

3 /2 0 /9 1

Date: 3 /20/91
Distribution (by preparer): Legislative Finance. Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).

DK$gW98D-2/032091a • Pag0-^— ol —



W W 3 .  -  p .  M l  C  A -  2 . /  ' 2 _

l y j  o*-

(y^-d~&y--ey^ 4 7  y. <d /^- —

y  a i d o l/\/A4/l/V-<i4ASC*s\ *

/  - i-lU^JL $ r ' h r t S ' € - < ? ^ ] / ^  / V /  " J"H ' O V t ' f  ^ -  e) '£ -

)  u r fo  .j-cJLsO+C fJAfyyrx, ixsyr?

s i a . / c L s - f  / 2 ^  -



Alaska State Legislature
Sonalor Drue Ponrco, Chair
Senator Virginia Collins, Vice Chair 
Senator Dick Eliason 
Senator Rick Halford 
Senator Jay Korltula

SENATE LABOR AND COMMERCE 
COMMITTEE

WHILE IN JUNEAU 
P.O BOX V
JUNEAU, ALASKA 99811 
(907) 465-384/)

3111 C STREET, SUITE 150 
ANCHORAGE, ALASKA 99504 
(90/) 561-2018

TO: S e n a t o r  R i c k  H a l f o r d ,  C h a i r
S e n a t e  J u d i c i a r y  C o m m i t t e e  ,—

FR OM: S e n a t o r  D r u e  P e a rce, C h a i r ^ T  ^
S e n a t e  L a b o r  & C o m m e r c e  ^ - ^ ' £ 3 C L S u z u <____

RE: S B  212 - M I C A

DATE: A p r i l  19, 19 9 1

S e n a t e  B i l l  212, r e l a t i n g  t o  t h e  M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  of 
A l a s k a ,  w a s  m o v e d  f r o m  t h e  S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e  on 
A p r i l  3rd.

T h i s  l e g i s l a t i o n ,  s p o n s o r e d  b y  t h e  S e n a t e  L a b o r  & C o m m e r c e  at  t h e  
r e q u e s t  o f  t h e  D i v i s i o n  of I n s u r a n c e ,  r e m o v e s  f r o m  s t a t u t e  
p r o v i s i o n s  t h a t  p e r t a i n  t o  MICA, a n  e n t i t y  t h a t  t h e  s t a t e  n o  
l o n g e r  owns. T h i s  l e g i s l a t i o n  a l s o  c l a r i f i e s  r e s p o n s i b i l i t y  for 
t h e  f i l i n g  o f  f e d e r a l  t a x  r e p o r t s .

I u r g e  y o u  t o  s c h e d u l e  t h i s  b i l l  f o r  a h e a r i n g  a t  y o u r  
c o m m i t t e e ' s  e a r l i e s t  c o n v e n i e n c e .

T h a n k  you.

D P :r r m



S E N A T E  C O M M I T T E E  R E P O R T  
j f ^ R S T  COMMITTEE OF R E F E R S / '

D A T E :  3 / 1 8 / 9 1 F U R T H E R :  J u d i c i a r y

D a t e  o f  5 - D a y  N o t i c e :
(in a c c o r d a n c e  w i t h  U n i f o r m  R u l e  23)

L & C  C o m m i t t e e  c o n s i d e r e d  S B  212

M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  of A l a s k a ;  efd.

D A T E  T U R N E D  
I N T O  O F F I C E :

a n d  r e c o m m e n d e d :

[ ] r e p l a c e  w i t h CS

[ ] a t t a c h e d  a m e n d m e n t ( s )

[ ] ______________________________

[ ] d o  p a s s

[ ] d o  n o t  p a s s

[ ] n o  r e c o m m e n d a t i o n

[ i ^ i n d i v i d u a l  r e c o m m e n d a t i o n s

[ ] f u r t h e r  r e f e r r a l  t o  ________

[ ] s a m e  t i t l e  
r 1 n e w  t i t l e

l e t t e r  o f  i n t e n t  a d o p t e d

A T T A C H E S  N E W  F I S C A L  N O T E ( S ) :
D e p a r t m e n t ( s ) / D a t e :

[ ] f i s c a l  n o t e ( s )  ___________________

D e p a r t m e n t (s )/ D a t e : 

[ i s f  z e r o  f i s c a l  n o t e(s) z / ^ o ; c V

[ ] a p p r o p r i a t i o n - n o  f i s c a l  n o t e [ ] G o v e r n o r ' s  b i l l  w / f i s c a l  n o t e

S I G N I N G  D O  P A SS: O T H E R  R E C O M M E N D A T I O N S :

A J d
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£ S B  2 1 2 :  "A n  A c t  r e l a t i n g  to  t h e  M e d ic a l  I n d e m n i ty  C o r p o r a t io n  o f
A la s k a ;  a n d  p ro v id in g  fo r  a n  e f f e c t iv e  d a te ."

T h e  d e p a r t m e n t  i s  in  f a v o r  o f  t h i s  l e g is la t io n .  D u e  to  t h e  s a le  o f  t h e  M e d ic a l  
I n d e m n i ty  C o r p o r a t io n  o f  A la s k a  (M IC A ) on  J a n u a r y  1 , 1 9 9 1 , t h e  n e e d  fo r  a n  
i n s u r a n c e  m e c h a n is m  u n d e r  s t a t e  s t a t u t e  fo r  m e d ic a l  p r o v id e r s  is  n o n e x is te n t .  
T h e  m a r k e t  t h a t  h a s  p u r c h a s e d  M IC A  b u s in e s s  w i l l  b e  p ro v id in g  c o v e ra g e  to  t h e  
f o rm e r  i n s u r e d s  o f  M IC A .

D a te :

, C o m m is s io n e r

G A O /D  W /d g l9 1 9 8 D -3  
0 3 2 0 9 1 a

'Y&zl h m *



A L A S K A  STATE

H o s p i t a l  &  N u r s i n g  H o m e

ASSOCIATION
A p r i l  29, 19 9 1

S e n a t o r  R i c k  H a l f o r d ,  
J u d i c i a r y  C o m m i t t e e  
A l a s k a  S t a t e  S e n a t e  
C a p i t o l  B u i l d i n g  
J u n e a u ,  A K  9 9 811

C h a i r

Re: S u p p o r t  S B  212, M I C A  D i s s o l u t i o n

De a r  S e n a t o r  H a l f o r d  a n d  M e m b e r s
o f  t h e  S e n a t e  J u d i c i a r y  C o m m i t t e e :

T h e  A l a s k a  S t a t e  H o s p i t a l  and N u r s i n g  H o m e  A s s o c i a t i o n  a

w o u l d  l i k e  to o f f e r  its s u p p o r t  of S B  212, a l l o w i n g  for [{
the r e p e a l  of s t a t u t e s  c r e a t i n g  t h e  M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  
of A l a s k a  (MICA) . £

T h e  A s s o c i a t i o n  a n d  its m e m b e r s  h a v e  f o l l o w e d  f o r  t h e  ■
p a s t  y e a r  t h e  "tax" d e v e l o p m e n t s  r e q u i r i n g  t h e  s t a t u t o r y  
r e s t r u c t u r i n g  o f  MICA, o r  its s a l e  to a n o t h e r  i n s u r a n c e  c o m p a n y .

H o s p i t a l s  w e r e  k e p t  w e l l  i n f o r m e d  on t h e  t a x  p r o b l e m  f a c e d  
b y  MICA, t h e  o p t i o n s  t o  a v o i d  t h e  t a x  l i a b i l i t y ,  a n d  t h e  d e c i s i o n  
t o  se l l  M I C A  t o  a n o n - p r o f i t  p h y s i c i a n  o w n e d  m u t u a l  l i a b i l i t y  
i n s u r a n c e  c o m p a n y  ( N O R C A L ) .

D i r e c t o r  o f  I n s u r a n c e  D a v i d  Walsh, d i d  an e x c e l l e n t  j o b  of 
k e e p i n g  e v e r y o n e  i n f o r m e d  of t h e  sale, a n d  w e  b e l i e v e  a s o u n d  
d e c i s i o n  h a s  b e e n  made. T h a t  d e c i s i o n  w i l l  s e e  A l a s k a  h e a l t h  
c a r e  p r o v i d e r s  h a v e  a c c e s s  to c o v e r a g e  t h a t  will, in t h e  l o n g  
run, b e  b e t t e r  c o v e r a g e  at le s s  c o s t  t h a n  MICA.

cc: M e m b e r s ,  S e n a t e  J u d i c i a r y  C o m m i t t e e
S e n a t o r  R o d e y  
S e n a t o r  A d a m s  
S e n a t o r  C o l l i n s  
S e n a t o r  F r a n k

S i n c e r e l y ,

H a r l a n  R. K n u d s o n  
P r e s i d e n t / C E O

319 Si-w a r d Srnian #11 • Junf.a u . A K  99801 ♦ (907.) 586-1790 • Fax (907) 463-3573
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^  \  Mccllcul In d em n ity  
O o j L  C o rp o ra tio n  ol'A Iuska

ALEUTPLAZA
4000  OLD SEWARD HWY.. SUITE 203 
ANCHORAGE. .ALASKA 99503 
(907)563-13414

DATE: October 22 ,1 9 90
TO: A ll MICA Policyholders
FROM: Ron Keller, M.D.Chairman o f  the Board o f  Governors Medical Indemnity Corporation o f  Al
RE: Announcement o f  quarterly meeting & notice o f  potential purchase offer for M ICA

On November 2nd, MICA's Board o f  Governors will hold our regular quarterly meeting in Anchorage at the Clarion Hotel beginning at 9 a.m.
I am sending you this quick memo to let you know some good news: It's likely that we will be receiving a formaloffer to purchase MICA, and we'll deal with that issue at the meeting. Policyholders are. naturally, invited toattend. But we also invite you—if you've got questions about these developments—io give M ICA Executive Director Mary Pierce a call at 563-3414. She’ll be glad to answer any questions and f i l l you in on the rece it events since we last contacted you.
Let me give you a quick run down. As you'll recall, MICA's tax exempt status was challenged by the IRS: and as a result MICA cannot continue to operate the wav it has been operating since it was established in 1976. The three choices for MICA are to:• Merge into the state bureaucracy.• Spin o f f  to become a totally private mutual insurance company.Have its assets & liabilmes purchased bv a private carrier^O f these options, the MICA Board has unanimously chosen to pursue a purchase.
We have every indication that a physician owned mutual, very closely aligned philosophically with MICA will be making us an offer. This firm has indicated they are willing to meet the tough conditions that the MICA Board has placed on any sale. Those conditions are:• A 5-vear guarantee that all current policyholders who are otherwise acceptable underwriting risks will receive continued coverage.• No cancellation o f  existing policyholders without an Alaska-based appeal process.«~NcTgeographical discrimination in underwriting terms & benefits.• Continuation o f  current rating classifications, with a special category for family practice docs doing obstetrics.• Purchaser will keep an Alaska office with both claims adjusting and risk management staff, plus provide an 800 toll-free phone number.• Certain policyholder benefits will continue, such as the current D D R  (free tail); availability o f  tail policies for purchase; policyholder inception date with MICA used to determine benefits based on length o f  coverage; and insureds will still have to give written consent to settle any claim.

As you can see, the MICA Board's top priority is safeguarding your interests. We'll be contacting you again once a formal offer is made, and after our meeting on Nov. 2nd. Meanwhile, please feel free to call Mary at 565-3414 to get questions answered or to find out more about where M ICA is going.
Thanks.



Internal Revenue Service Department of the Treasury

W ashing ton . DC 20224

W i l l i a m  G. B r o c k  
C h a i r m a n  o f  t h e  B o a r d  
M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  

o f  A l a s k a  
4 0 0  O l d  S e w a r d  H i g h w a y  
A n c h o r a g e ,  A l a s k a  9 9 5 0 3

P e rso n  to  C o n tac t:
T h o m a s  J. K e l l y

T e lep h o n e  N um ber:
( 2 0 2 )  5 6 6 - 3 5 0 6

R efer R eply to :
C C : F I & P : 2

D ate:

MAR | 9  1930

T R - 3 1 - 3 9 2 7 - 8 8

R E C E I V E D

V i-T  ? i 1990
D e a r  Mr. Br o c k :

T h e  D e p u t y  C h i e f  C o u n s e l  o f  t h e  I n t e r n a l  R e v e n u e  S e r v i c e  
a p p r o v e d  y o u r  c l o s i n g  a g r e e m e n t  o n  M a r c h  15, 1990.

I h a v e  e n c l o s e d  t h e  s i g n e d  d u p l i c a t e  o f  t h e  a g r e e m e n t  for 
y o u r  r e c o r d s .

T h a n k  y o u  f o r  y o u r  c o o p e r a t i o n .

S i n c e r e l y  y o u r s ,
A s s i s t a n t  C h i e f  C o u n s e l  
F i n a n c i a l  I n s t i t u t i o n s  a n d  P r o d u c t s

By:

C h i e f ,  B r a n c h  2

E n c l o s u r e :
D u p l i c a t e  o f  c l o s i n g  a g r e e m e n t



D U P L I C A T E  
T a x p a y e r’s C o p y

D e p a r t m e n t  o f  t h e  T r e a s u r y  - I n t e r n a l  R e v e n u e  S e r v i c e

C L O S I N G  A G R E E M E N T  O N  F I N A L  D E T E R M I N A T I O N  

C O V E R I N G  S P E C I F I C  M A T T E R S

U n d e r  s e c t i o n  7 1 2 1  o f  t h e  I n t e r n a l  R e v e n u e  C o d e ,  t h e  
M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  o f  A l a s k a  ( M I C A ) ,  4 0 0 0  O l d  S e w a r d  
H i g h w a y ,  A n c h o r a g e ,  A l a s k a  9 9 5 0 3 ,  E m p l o y e r  I d e n t i f i c a t i o n  
N u m b e r :  9 2 - 6 0 1 7 5 9 4  a n d  t h e  C o m m i s s i o n e r  o f  I n t e r n a l  R e v e n u e
m a k e  t h e  f o l l o w i n g  c l o s i n g  a g r e e m e n t :

W H E R E A S ,

(1) A n  i s s u e  h a s  a r i s e n  w h e t h e r  M I C A ' s  i n c o m e  i s  n o t  
i n c l u d e d  I n  g r o s s  i n c o m e  u n d e r  s e c t i o n  115 o f  t h e  I n t e r n a l  
R e v e n u e  Code; a n d

(2) M I C A  a n d  t h e  C o m m i s s i o n e r  o f  I n t e r n a l  R e v e n u e  (IRS) 
d e s i r e  t o  s e t t l e  t h i s  i s s u e  w i t h  r e s p e c t  t o  a l l  p a s t  a n d  
p r e s e n t  t a x  y e a r s  a n d  w i t h  r e s p e c t  t o  f u t u r e  t a x  y e a r s  t h r o u g h  
a n d  i n c l u d i n g  t a x  y e a r  e n d i n g  D e c e m b e r  31, 1992; a n d

(3) M I C A  a n d  t h e  IRS d e s i r e  t o  i d e n t i f y  s p e c i f i c  a c t i o n s  
t h a t  M I C A  w i l l  u n d e r t a k e  b e t w e e n  t h e  d a t e  o f  e x e c u t i o n  o f  this 
C l o s i n g  A g r e e m e n t  a n d  D e c e m b e r  31, 1992;

I T  IS D E T E R M I N E D  A N D  A G R E E D  f o r  F e d e r a l  i n c o m e  t a x  p u r p o s e s  
that:

(1) W i t h  r e s p e c t  t o  a l l  p a s t  a n d  p r e s e n t  t a x  y e a r s  a n d  
w i t h  r e s p e c t  t o  f u t u r e  t a x  y e a r s  t h r o u g h  a n d  i n c l u d i n g  t a x  y e a r  
e n d i n g  D e c e m b e r  31, 1991, M I C A ' s  i n c o m e  s h a l l  n o t  b e  i n c l u d e d  
i n  g r o s 3  i n c o m e  u n d e r  s e c t i o n  1 1 5  o f  t h e  I n t e r n a l  R e v e n u e  Code.

(2) W i t h  r e s p e c t  t o  t h e  t a x  y e a r  e n d i n g  D e c e m b e r  31,
1992, M I C A ' s  i n c o m e  s h a l l  n o t  b e  I n c l u d e d  I n  g r o s s  i n c o m e  u n d e r  
s e c t i o n  1 1 5  o f  t h e  C o d e  o n l y  t o  t h e  e x t e n t  t h a t  M I C A  e s t a b l i­
s h e s  t h a t  s u c h  i n c o m e  i s  a t t r i b u t a b l e  t o  p h y s i c i a n s  o r  o t h e r  
h e a l t h  c a r e  p r o v i d e r s  who, d e s p i t e  a r e a s o n a b l e  e f f o r t ,  c o u l d  
n o t  o b t a i n  m e d i c a l  m a l p r a c t i c e  c o v e r a g e  f r o m  a n o t h e r  i n s u r a n c e  
c o m p a n y .
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(3) D u r i n g  t h e  p e r i o d  f r o m  the d a t e  o f  e x e c u t i o n  o f  t h i s  
C l o s i n g  A g r e e m e n t  u n t i l  D e c e m b e r  31, 1992, M I C A  a g r e e s  as 
f o l l o w s :

(a) b e f o r e  M a y  1, 1990, a n d  a n n u a l l y  t h e r e a f t e r  
u n t i l  D e c e m b e r  31, 1992, M I C A  w i l l  s e n d  w r i t t e n  n o t i c e  to 
all i n s u r a n c e  c o m p a n i e s  t h a t  n o w  o f f e r  m e d i c a l  m a l p r a c t i c e  
c o v e r a g e  in t h e  S t a t e  o f  A l a s k a  a n d  a l s o  t o  at l e a s t  five 
o t h e r  c o m p a n i e s  t h a t  w r i t e  m e d i c a l  m a l p r a c t i c e  c o v e r a g e  
i n f o r m i n g  t h e m  o f  t h e  e x i s t e n c e  o f  t h e  s t a t u t o r y  m e c h a n i s m  
f o r  t h e  p u r c h a s e  o f  M I C A ' s  b u s i n e s s  u n d e r  A l a s k a  S t a t u t e  
2 1 . 8 8 . 0 9 5  ( " T r a n s f e r  o f  C o r p o r a t e  A s s e t s  a n d  
L i a b i l i t i e s " ) ;  a n d

(b) u p o n  r e c e i p t  o f  a n y  g o o d  f a i t h  o f f e r  o r  e x p r e s­
s i o n  o f  i n t e r e s t ,  M I C A  w i l l  m a k e  a g o o d  f a i t h  e f f o r t  to 
n e g o t i a t e  an a g r e e m e n t  f o r  t h e  t r a n s f e r  o f  c o r p o r a t e  
a s s e t s  a n d  l i a b i l i t i e s  o n  t h e  t e r m s  a u t h o r i z e d  b y  s a i d  
s t a t u t e  and t o  o b t a i n  t h e  a p p r o v a l  o f  t h e  D i r e c t o r  o f  the 
A l a s k a  D i v i s i o n  o f  I n s u r a n c e  f o r  s u c h  t r a n s f e r ;  a n d

(c) b e f o r e  t h e  e n d  o f  t h e  c u r r e n t  l e g i s l a t i v e  s e s­
sion,  w h i c h  is r e q u i r e d  b y  l a w  t o  e n d  b y  M a y  10, 1990,
M I C A  w i l l  t r a n s m i t  t o  t h e  A l a s k a  L e g i s l a t u r e  a w r i t t e n  
r e p o r t  t h a t  (1) s u m m a r i z e s  t h e  p r o v i s i o n s  o f  t h i s  C l o s i n g  
A g r e e m e n t ,  (2) d e s c r i b e s  t h e  p r i n c i p a l  s t a t u t o r y  c h a n g e s  
t h a t  m a y  be n e c e s s a r y  w i t h  r e s p e c t  t o  M I C A ' s  s t r u c t u r e  a n d  
t a x  stat u s ,  a n d  (3) a l e r t s  t h e  l e g i s l a t u r e  t o  t h e  n e e d  to 
t a k e  l e g i s l a t i v e  a c t i o n  w i t h  r e s p e c t  t o  M I C A  d u r i n g  the 
n e x t  t w o - y e a r  l e g i s l a t i v e  term, w h i c h  w i l l  b e g i n  I n  
J a n u a r y  1991, If  t h e  L e g i s l a t u r e  w i s h e s  t o  p r e s e r v e  M I C A ' s  
t a x - e x e m p t  s t a t u s ;  a n d

(d) a f t e r  t h e  s t a t e w i d e  e l e c t i o n s  I n  the f a l l  o f  
1 9 90, M I C A  w i l l  t r a n s m i t  t o  t h e  n e w l y - e l e c t e d  G o v e r n o r  a n d  
t o  a l l  m e m b e r s  o f  t h e  A l a s k a  L e g ’.slature f o r  t h e  1 9 9 1 - 1 9 9 2  
t e r m  a  w r i t t e n  r e p o r t  t h a t  (1) s u m m a r i z e s  t h e  p r o v i s i o n s  
o f  t h i s  C l o s i n g  A g r e e m e n t ,  (2) d e s c r i b e s  t h e  p r i n c i p a l  
s t a t u t o r y  c h a n g e s  t h a t  m a y  b e  n e c e s s a r y  w i t h  r e s p e c t  t o  
M I C A ' s  s t r u c t u r e  a n d  t a x  s t a t u s ,  a n d  (3) a l e r t s  t h e  
l e g i s l a t u r e  t o  t h e  n e e d  t o  t a k e  l e g i s l a t i v e  a c t i o n  w i t h  
r e s p e c t  t o  M I C A  d u r i n g  t h e  1 9 9 1 - 1 9 9 2  t e r m  o f  t h e  
L e g i s l a t u r e ,  i f  t h e  L e g i s l a t u r e  w i s h e s  t o  p r e s e r v e  M I C A ' s  
t a x - e x e m p t  s t a t u s ;  a n d
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(e) b e f o r e  t h e  b e g i n n i n g  o f  t h e  n e x t  l e g i s l a t i v e  
s e s s i o n ,  w h i c h  w i l l  b e g i n  in J a n u a r y  1991, M I C A  w i l l  
c o n s u l t  w i t h  t h e  n e w l y - e l e c t e d  G o v e r n o r  a n d  w i l l  c o n t a c t  
k e y  i n d i v i d u a l  l e g i s l a t o r s  f o r  t h e  1 9 9 1 - 1 9 9 2  l e g i s l a t i v e  
term, f o r  t h e  p u r p o s e  o f  d e v e l o p i n g  a l e g i s l a t i v e  p r o p o s a l  
r e g a r d i n g  M I C A ' s  f u t u r e  s t r u c t u r e  a n d  t a x  status; a n d

(f) d u r i n g  t h e  1 2 9 1 - 1 9 9 2  t e r m  o f  t h e  A l a s k a  
L e g i s l a t u r e ,  M I C A  w i l l  i n i t i a t e  a n d  m a i n t a i n  r e g u l a r  a n d  
o n g o i n g  c o n t a c t s  w i t h  t h e  G o v e r n o r ' s  o f f i c e ,  w i t h  t h e  
D i r e c t o r  o f  t h e  D i v i s i o n  o f  I n s u r a n c e ,  a n d  w i t h  k e y  
i n d i v i d u a l  l e g i s l a t o r s  f o r  t h e  p u r p o s e  o f  i n f o r m i n g  t h e m  
o f  t h e  n e e d  f o r  l e g i s l a t i v e  a c t i o n  w i t h  r e s p e c t  t o  MICA; 
a n d

(g) t h r o u g h o u t  t h e  1 9 9 1 - 1 9 9 2  t e r m  o f  t h e  A l a s k a  
L e g i s l a t u r e ,  a s  n e c e s s a r y  o r  a d v i s a b l e ,  M I C A  w i l l  p r e p a r e  
o r  a s s i s t  i n  t h e  p r e p a r a t i o n  o f  a p p r o p r i a t e  p r o p o s e d  
l e g i s l a t i o n  a n d  w i l l  s e e k  to  h a v e  t h a t  p r o p o s e d  l e g i s l a­
t i o n  i n t r o d u c e d  as  e a r l y  as p o s s i b l e  a f t e r  t h e  L e g i s l a t u r e  
g o e s  i n t o  s e s s i o n  i n  J a n u a r y  1991; a n d

(h) if  a p p r o p r i a t e  l e g i s l a t i o n  p e r t a i n i n g  t o  M I C A  is 
i n t r o d u c e d  d u r i n g  t h e  1 9 9 1 - 1 9 9 2  t e r m  o f  t h e  A l a s k a  
L e g i s l a t u r e ,  M I C A  w i l l  p a r t i c i p a t e  in  t h e  l e g i s l a t i v e  
h e a r i n g  p r o c e s s  a n d  w i l l  o t h e r w i s e  t a k e  a p p r o p r i a t e  a c t i o n  
t o  e n c o u r a g e  t h e  p a s s a g e  of  t h e  l e g i s l a t i o n .

(4) B e g i n n i n g  w i t h  the t a x  y e a r  e n d i n g  D e c e m b e r  31, 1993, 
n o n e  o f  M I C A ' s  i n c o m e  s h a l l  b e  e x c l u d e d  f r o m  g r o s s  i n c o m e  u n d e r  
s e c t i o n  115 o f  t h e  I n t e r n a l  R e v e n u e  Code.

(5) H o w e v e r ,  i f  M I C A ' s  o r g a n i c  s t a t u t e  ( A l a s k a  S t a t u t e  
2 1 . 8 8 )  i s  r e p e a l e d ,  r e e n a c t e d  o r  o t h e r w i s e  r e v i s e d  s o  as t o  
e s t a b l i s h  M I C A  a s  a n  i n t e g r a l  p a r t  o f  t h e  Sta t e ,  M I C A ' s  i n c o m e  
s h a l l  n o t  b e  s u b j e c t  t o  f e d e r a l  t a x  as  o f  t h e  e f f e c t i v e  d a t e  o f  
t h e  s t a t u t o r y  c h a n g e .

(6) I f  M I C A  i s  e s t a b l i s h e d  as a n  i n t e g r a l  p a r t  o f  t h e  
s t a t e  o r  M I C A ' s  s t r u c t u r e  is o t h e r w i s e  c h a n g e d  s o  t h a t  M I C A  n o  
l o n g e r  c l a i m s  t h a t  i t s  i n c o m e  is e x c l u d e d  f r o m  g r o s s  i n c o m e  
u n d e r  s e c t i o n  115 o f  t h e  Code, M I C A ' s  o b l i g a t i o n  u n d e r  p a r a­
g r a p h  (3) a b o v e  s h a l l  c e a s e .
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T h i s  a g r e e m e n t  i s  f i n a l  a n d  c o n c l u s i v e  e x c e p t :

(1) t h e  m a t t e r  it r e l a t e s  t o  m a y  b e  r e o p e n e d  i n  t h e  e v e n t  
o f  fr a u d ,  m a l f e a s a n c e ,  o r  m i s r e p r e s e n t a t i o n  of  m a t e r i a l  
fact?

(2) i t  is s u b j e c t  t o  t h e  I n t e r n a l  R e v e n u e  C o d e  s e c t i o n s  
t h a t  e x p r e s s l y  p r o v i d e  t h a t  e f f e c t  b e  g i v e n  to t h e i r  
p r o v i s i o n s ,  n o t w i t h s t a n d i n g  a n y  o t h e r  law or r u l e  o f  l a w  
e x c e p t  f o r  C o d e  s e c t i o n  7 1 2 2 ;  a n d

(3) i f  i t  r e l a t e s  t o  a t a x  p e r i o d  e n d i n g  a f t e r  t h e  d a t e  
o f  t h i s  a g r e e m e n t ,  it i s  s u b j e c t  t o  a n y  law, e n a c t e d  a f t e r  
t h e  a g r e e m e n t  date, t h a t  a p p l i e s  to t h a t  t a x  p e r i o d .

B y  s i g n i n g ,  x h e  a b o v e  p a r t i e s  c e r t i f y  t h a t  t h e y  h a v e  r e a d  
a n d  a g r e e d  t o  t h e  t e r m s  o f  t h i s  d o c u m e n t .

M e d i c a l  I n d e m n i t y  C o r p o r a t i o n  o f  A l a s k a

W i l l i a m  G. B r o c k  
C h a i r m a n  o f  t h e  B o a r d

C o m m i s s i o n e r  o f  I n t e r n a l  R e v e n u e

D a t e  signed: W js

P e t e r  K. S c o t t  
D e p u t y  C h i e f  C o u n s e l
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ALEUTPLAZA
4000 OLD SEH'ARD H\VY., SUITE 203 
ANCHORAGE, ALASKA 9 9 5 0 3  
(907)563-3414

T O : W i l l i a m  B ro c k
R og e r  H o lm es , Esq.
Susan M ason , Esq.

F R O M : M a ry  P ie rc e  /y ] f$

D A T E : M ay  8 , 1 990
RE : T ax  Issue  H is to ry

T he  fina l tax issue h is to ry  is enc losed f o r  y o u r  f i le s . I don't p lan on 
d is tr ibu ting  this o th e r  than to the three o f  y o u  at this time. Thanks  
f o r  you  he lp  on th is , it may p ro ve  to be a good  re fe rence  in the 
f u t u r e .
M P / t m b



TAX ISSUE HISTORY 

1 9 8 8

S om e t im e  in e a r ly  1988  as M IC A  was w o rk ing  with E rnst & W h inney  
on  o u r  re s e rv e  issue T om  K o e c h e r  adv ised  M a ry  P ie rc e , E xecu t iv e  
D i r e c t o r ,  that th e ir  o f f i c e  f e l t  the re m ay  be a ques t ion  rega rd ing  
M IC A 's  tax status due to the change in the 1 9 8 6  tax law . H e said 
they were lo o k in g  into it and w ou ld  get back  to us.
M a rch  12

M a rch  18

A p r i l  2 6

M ay  6 

M ay  13

E xecu t ive  C om m it te e  M ee ting . T om  K o e c h e r ,  O rie  
O rien  o f  Ancho rage  and D ave  W i ls o n  (S e a t t le )  a l l o f  
E rn s t &  W h in n e y  w e re  at the meeting  to d iscuss 
r e s e r v e  i n c r e a s e s .  T h e y  t o ld  the E x e c u t i v e  
C om m itte e  abou t the tax  status ques t ion  and that 
th e ir  tax a d v is o r  w o u ld  be a t tend ing  the next 
E xecu t ive  C om m it te e  m eeting .
Execu tive  C om m itte e  M ee ting . K o e ch e r ,  O r ien  and 
S he lb y  S tastny  e xp la in ed  quest ion  o f  tax status to 
comm ittee . They  exp la in ed  two p rong  test to be tax 
e x e m p t .

1 )  In com e  must acc rue  to the State
a n d

2 )  Must have a pub lic  purpose o r  "essentia l 
g o v e rnm en ta l fu n c t io n . "

The E xecu t ive  C om m it te e  asked them to investiga te  
the quest ion  and r e p o r t  back . B r o c k ,  P ie rc e  and 
K o e ch e r  w ou ld  meet w ith  D ire c to r  R o l l e r  on  March 
25 th  to advise h im  o f  tax exempt status question .
S tastny repo rted  to E xecu t iv e  C om m itte e  that in it ia l 
in fo rm a l d iscu s s ion  w ith  IR S  suggested we w ou ld  
not rece ive  a fa v o ra b le  ru l in g . Suggested  we f i le  
la x  re tu rns and pu rsue  f o rm a l tax ru l in g  request. 
C os t  to do  resea rch  and  ru l in g  reques t est. $ 1 0  - 
1 5 , 0 0 0 .
Engagement le tte r f r o m  S tastny ou t l in ing  cou rse  o f  
action on request fo r  tax ru ling  and cost.
B oa rd  votes to subm it fo rm a l ru l in g  request to IR S .  
Estimated cost f rom  E  &  W  is $ 2 0 ,0 0 0 .
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June 17

June 3 0  

J u ly  15

J u ly  2 4

Augu s t 4  

A ugu s t  5

August 11 -

A ugu s t  2 3  

A ugu s t  2 4

P au l R o l l e r ,  D i r e c t o r  D iv i s i o n  o f  In su ran c e  and 
D e p u ty  D i r e c t o r ,  J im  J o rd a n  p re s e n t  at B o a rd  
m ee t in g . A d r a f t  tax r u l i n g  re q u e s t  g iv e n  to 
E x e c u t i v e  C o m m i t t e e .  S t a s t n y  a s k ed  A r l i s s  
S tu rgu lew sk i to d o  some le g is la t iv e  research to help 
a n sw e r le g i s la t i v e  intent q u e s t io n s .  L e t te r  to be 
f in a l i z e d  soon .
M em o  f rom  M aureen  W eek s  to S tu rg u lew sk i  stating 
she had resea rched  the re co rd s  o f  the 1 9 7 6  session 
and there was not any spec i f ic  te s t im on y  to create 
f o r - t h e - g o o d - o f - t h e - p u b l i c  is su e .
S ta s tn y  re p o r t s  to the E x e c u t iv e  C om m it te e  that 
ru l ing  request not sent yet. He is wait ing  f o r  f in a l 
in fo rm a t io n  f r o m  le g is la t iv e  re se a rch . M IC A  has 
p r o v i d e d  a l l  p e r t i n e n t  b a c k - u p  f r o m  1 9 7 5  
G o v e r n o r ' s  M e d i c a l  M a l p r a c t i c e  I n s u r a n c e  
C om m iss ion  and a l l o the r h is to r ic a l data.
A t Q u a r t e r ly  m eeting  o f  the B o a rd ,  D i r e c t o r  Pau l 
R o l l e r  t e l l s  B o a r d  he has s p o k e n  to s e v e ra l  
le g is la to r s .  T h e y  are a n x io u s  to he lp  us c le a r  up 
any m isunde rs ta nd in g s  ab ou t le g i s la t iv e  in ten t and 
w ou ld  l i k e  o u r  p roposed  changes b y  September.
S ta s tny  sends som e ideas f o r  p ro p o s e d  le g is la t iv e  
changes that m ay  he lp us w in  o u r  case to  R og e r  
H o lm e s , B r o c k  and P ierce.
S ta s tny 's  re se a rch  has u n c o v e re d  th ree com pan ie s  
v e ry  s im i la r  to  M IC A  w ho  reques ted  ru l in g s . Sent 
to  H o lm e s  and  P ie r c e .  A l l  th re e  re c e iv e d  
u n fa v o r a b le  r u l in g s .

- H o lm e s  p ro p o se s  le g is la t iv e  changes . H e  be lieves 
tha t these  ch anges  w i l l  m a k e  i t  c le a r  that ou r 
ea rn ings b e long  to the state.
D a v id  B i c k e r s t a f f  g ives us e s t im a te  that ra tes  w i l l  
need to inc rease  1 5 -1 7%  f o r  1 9 8 9  to  c ove r  taxes.
M IC A  sends revenue ru l in g  request to IR S .
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September 7 

Sep tember 16

Sep tem be r 16 
thru 3 0

N ovem be r 4

S pec ia l E xecu t ive  C om m it te e  meeting on tax status 
w ith  en t ire  B o a rd  o f  G o v e r n o r s .  K o e c h e r  and 
S ta s tn y  p re sen t .
T h e y  e xp la in  p ro b lem  and that H o lm es ' p ro p o sed  
le g is la t io n  c o u ld  r e s o lv e  it by m ak in g  it c le a r  
M IC A 's  earn ings be long  to the state.
T h e  B oa rd  vo te s  to fo rw a rd  H o lm e s ’ le g is la t io n  to 
G o v e rn o r  and le g is la tu re .
R o l l e r  (D i r e c t o r )  ag rees to hand ca rry  the le tte r to 
the G o v e rn o r .  The  le tte r e xp la in s  ou r d i lem m a  to 
the  G o v e r n o r  and a sk s  i f  he m igh t  s p o n s o r  
le g is la t iv e  changes .

- R o l l e r  a ls o  sugges t w e pu rch a se  an in su ra n c e  
com pany  with net lo sses to o f fs e t  ou r  taxes.

- B r o c k  re c e iv e s  le t te r  f r o m  S ta s tny  ad v is in g  h im
that M IC A  c an ’ t use net lo sses  o f  an a cqu ired  
co rp o ra t ion  ( in su rance  c om p an y )  to o f fs e t  incom e .
E x e c u t iv e  C om m it te e  M e e t in g .  E  &  W  te l ls  
com m ittee  ru l in g  reques t f i l e d  on 8 - 2 4 - 8 8  and we 
w i l l  have a response w ith in  9 0  days. U n fo r tu n a te ly  
a rate f i l in g  must be m ade by N ovem be r  1 and a 
1 5 %  increase is needed to  ju s t  c o v e r  1 9 8 9  taxes . 
E xecu t ive  C om m itte e  vo tes  to f i le  1 -1 -8 9  rate based 
on  pure  p rem ium  and to then re t ro a c t iv e ly  cha rge  
an amount needed f o r  taxes la te r in year i f  we don't 
re ce ive  le g is la t iv e  f i x .

- H o lm es  and Pierce meet w ith Senator K e l l y  and 
R ep re sen ta t iv e  Cotten  to  p e r s o n a l ly  adv ise  them o f  
o u r  p rob lem  and show  them  p roposed  le g is la t io n .

- B o a rd  has Q ua rte r ly  m ee t ing . J im  Jordan repo rts  to
B o a rd  that a lthough  the G o v e rn o r  has not re leased  
h is  le g i s la t iv e  p r io r i t ie s  the in fo rm a l m essage  is 
that he w i l l  sponso r o u r  le g is la t io n .
A  p lan  o f  ac t ion  to get in fo rm a t io n  to le g is la to rs  
w h i le  we are waiting f o r  o f f i c i a l  response f r o m  the 
G o v e rn o r  is p roposed . T h e  L eg is la t iv e  C om m it te e
w i l l  reg iste r as lo bb y is ts  f o r  this purpose.
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D ecem be r 1

D ecem be r 8

- A le tter is sent to the p o l ic y h o ld e rs  e xp la in in g  1989  
ra t ing  s t ru c tu re .

- T om  K e l l e y  the agen t at the I R S  has s e v e ra l  
questions reg a rd ing  M IC A  that he asks o f  S ta s tny . 
W e  respond w ith a le tte r to K e l le y .

- A  d ra f t  le t te r  is c om posed  to have boa rd  m em bers  
send to le g i s la t o r s .  T h is  is sent to the B o a rd  
mem bers  a lo n g  w ith :
a ) a fact sheet
b ) a copy o f  the letter sent to policyholders on the rates 
c ) a spread sheet o f our financials for the last 5 yea rs .
P ie r c e  s e n d s  l e t t e r  t o  S e n a t o r  K e l l y  and  
R ep re sen ta t iv e  C o t ten .
The L eg is la t iv e  C om m it te e  meets to  dev ise  p lan  to 
d is t r ib u te  i n f o rm a t i o n  to  le g i s l a t o r s  s in c e  to ld  
G o v e rn o r  w ou ld  not s p on so r  le g is la t io n  because a )  
he cou ld  not invest iga te  a l l  p o ss ib i l i t ie s  in  a t im e ly  
m ann e r  and  b) he d id  n o t  fe e l  that the state 
shou ld  be in the insu rance  business.
A specia l B o a rd  meeting is ca l led .
Cha irm an  B r o c k  had m et w ith  D i r e c to r  R o l l e r  and 
Stan G a r l in g to n .  R o l l e r  said it was re a s on ab le  to 
assume that le g is la t io n  w i l l  pass and the G o v e rn o r  
w i l l  not oppose  o r  ve to  b i l l .  B o a rd  votes to approve 
1 0 .5%  inc rease  f o r  h osp ita ls  and 1 2 .6 %  inc rease  f o r  
phys ic ians to  be  taken f o r  taxes i f  it is dete rm ined 
we were l ia b le .
C ha irm an  B r o c k  re p o r te d  we have been asked  to 
meet with the I R S  in W ash ing ton , D .C .  A ls o  Stastny 
repo rted  the tax accoun tan ts  in  W ash in g ton  adv ised  
us we may be re l ie v e d  re t ro a c t iv e ly  o f  taxes . W e  
had p re v io u s ly  been to ld  this wasn't p o s s ib le  The 
IR S 's  s in g le  ques t ion  was "d o  ou r  p ro f i t s  inu re  to 
the state." T he  B o a rd  d iscussed i f  that c ou ld  mean 
few e r le g is la t iv e  changes .


