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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) Ifa 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,
-13- CSSB 1931JUD)
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to the extent assigned, only the distribution to which the assignor would be entitled. Except as
provided in the partnership agreement, a partner ceases to be a partner upon assignment of ail
of the partner's partnership interest.

Sec. 32.11.340. RIGHTS OF CREDITOR. On application to a court of competent
jurisdiction by a judgment creditor of a partner, the court may charge the partnership interest of
the partner with payment of the unsatisfied amount of the judgment with interest To the extent
charged, the judgment creditor has only the rights of an assignee of the partnership interest. This
chapter does not deprive a partner of the benefit of an exemption law applicable to the partner’s
partnership interest.

Sec. 32.11.350. RIGHT OF ASSIGNEE TO BECOME LIMITED PARTNER, (a) An
assignee of a partnership interest, including an assignee of a general partner, may become a
limited partner if and to the extent that

(1) the assignor gives the assignee that right in accordance with authority
described in the certificate of limited partnership; or
(2) all other partners consent.

(b) An assignee who has become a limited partner has, to the extent assigned, the rights
and powers, and is subject to the restrictions and liabilities, of a limited partner under the
partnership agreement and this chapter. An assignee who becomes a limited partner also is liable
for the obligations of the assignee’s assignor to make and return contributions as provided in
AS 32.11.200 - 32.11.310. However, the assignee is not obligated lor liabilities unknown to the
assignee at the time the assignee became a limited partner and that could not be ascertained from
the certificate of limited partnership.

(c) If an assignee of a partnership interest becomes a limited partner, the assignor is not
released from the assignor’s liability to the limited partnership under AS 32.11.070 and
32.11.210.

Sec. 32.11.360. POWER OF ESTATE OF DECEASED OR INCOMPETENT PARTNER.
If a partner who is an individual dies or a court of competent jurisdiction adjudges the partner
to be incompetent to manage the partner’s person or the partner’s property, the partner’s executor,
administrator, guardian, conservator, or other legal representative may exercise all of the partner’s
rights for the purpose of settling the partner's estate or administering the partner’s property,

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 of 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 of 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
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(3) except as provided in the partnership agreement, to partners first for the return
of their contributions and secondly respecting their partnership interests, in the proportions in
which the partners share in distributions.

ARTICLE 8. FOREIGN LIMITED PARTNERSHIPS.

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

(1) the laws of the state under which a foreign limited partnership is organized
govern its organization and internal affairs and the liability of its limited partners; and

(2) a foreign limited partnership may not be denied registration by reason of a
difference between those laws and the laws of this state.

Sec. 32.11,420. REGISTRATION. Before transacting business in this state, a foreign
limited partnership shall register with the department. In order to register, a foreign limited
partnership shall submit to the department an original and an exact copy of an application for
registration as a foreign limited partnership, signed and sworn to by a general partner and setting
out

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

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

(2) the state and date of its formation;

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

(4) the name and address cf an agent for service of process on the foreign limited
partnership whom the foreign limited partnership elects to appoint; the agent must be an
individual resident of this state, a domestic corporation, or a foreign corporation having a place
of business in, and authorized to do business in, this state;

(5) a statement that the commissioner is appointed the agent of the foreign limited
partnership for service of process if an agent has not been appointed under (3) of this section or,
if appointed, the agent’s authority has been revoked or if the agent cannot be found or served
with the exercise of reasonable diligence;

(6) the address of the office required to be maintained in the state of its
organization by the laws of that state or, if not so required, of the principal office of the foreign
limited partnership; and

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

state of organization is not required to include it, the following information:
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(A) the names and business addresses of each partner; and
(B) the capital contribution of each limited partner.

Sec. 32.11.430. ISSUANCE OF REGISTRATION, (a) If the department finds that an
application for registration conforms to law and all requisite fees have been paid, the department
shall

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

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

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

(b) The certificate of registration, together with an exact copy of the application, shall
be returned to the person who filed the application or the person’s representative.

Sec. 32.11.440. NAME. A foreign limited partnership may register with the department
under any name, whether or not it is the name under which it is registered in its state of
organization, that includes without abbreviation the words "limited partnership” and that could
be registered by a domestic limited partnership.

Sec. 32.11.450. CHANGES AND AMENDMENTS. If a statement in the application for
registration of a foreign limited partnership was false when made or arrangements or other facts
described have changed, making the application inaccurate, the foreign limited partnership shall
promptly file with the department a certificate, signed and sworn to by a general partner,
correcting the statement.

Sec. 32.11.460. CANCELLATION OF REGISTRATION. A foreign limited partnership
may cancel its registration by filing with the department a certificate of cancellation signed and
sworn to by a general partner. A cancellation does not terminate the authority of the
commissioner to accept service of process on the foreign limited partnership wiih respect to
causes of action arising out of the transactions of business in this state.

Sec. 32.11.470. TRANSACTION OF BUSINESS WITHOUT REGISTRATION, (a) A
foreign limited partnership transacting business in this state may not maintain an action, suit, or
proceeding in a court of this state until it has registered in this state.

(b) The failure of a foreign limited partnership to register in this state does not impair
the validity of a contract or act of the foreign limited partnership or prevent the foreign limited

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

the foreign limited partnershipsolely by reason of having transacted business inthis state without

registration.

(d) A foreign limited partnership, by transacting business in this state without registration,
appoints the commissioner as its agent for service of process with respect to causes of action
arising out of the transaction of business in this state.

Sec. 32.11.480. ACTION BY DEPARTMENT. The department may bring an action to
restrain a foreign limitedpartnership  fromtransacting business in this state inviolation of
AS 32.11.410 - 32.11.480.

ARTICLE 9. DERIVATIVE ACTIONS.

Sec. 32.11.490. RIGHT OF ACTION. A limited partner may bring an action in the right
of a limited partnership to recover a judgment in its favor if general partners with authority to
do so have refused to bring the action or if an effort to cause those general partners to bring the

action is not likely to succeed.
Sec. 32.11.500. FROPER PLAINTIFF. In a derivative action, the plaintiff must be a

partner at the time of bringing the action and

(1) must have been a partner at the time of the transaction of which the plaintiff
complains; or

(2) the plaintiff’s status as a partner must have devolved upon the plaintiff by
operation of law or under the terms of the partnership agreement from a person who was a

partner at the time of the transaction.

Sec. 32.11.510. PLEADING. In a derivative action, the complaint must set out with
particularity the effort of the plaintiff to secure initiation of the action by a general partner or the
reasons for not making the effort.

Sec. 32.11.520. RECOVERIES. If a derivative action is successful, in whole or in part,
or if anything is received by the plaintiff as a result of a judgment, compromise, or settlement
of an action or claim, and if the plaintiff is awarded attorney fees or costs, the court shall direct
the plaintiff to remit to the limited partnership the portion of the recovery that remains after
deduction of the attorney fees and costs awarded to the plaintiff.

ARTICLE 10. GENERAL PROVISIONS.
Sec. 32.11.800. CONSTRUCTION AND APPLICATION. This chapter shall be so
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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 of 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 of 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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applicant reserved that name. The right to the exclusive use of a reserved name may be
transferred to another person by filing with the department a notice of the transfer executed by
the applicant for whom the name was reserved and specifying the name and address of the
transferee.
Sec. 32.11.830. SPECIFIED OFFICE AND AGENT, (a) A limited partnership shall
continuously maintain in this state
(1) an office, which may but need not be aplace of itsbusiness in this state, at
which shall be kept the records required by AS 32.11.840 to be maintained; and
(2) an agent for service of process on the limited partnership, which agent must
be an individual resident of this state, a domestic corporation, or a foreign corporation authorized
to do business in this state.
(b) A limited partnership may change its registered office, registered agent, or both, by
filing with the department a verified statement signed by a general partner stating
(1) the name of the limited partnership;
(2) the address of its registered office;
(3) the address of its new registered office ifthe registeredoffice is being
changed;
(4) the name of its registered agent;
(5) the name of its new registered agent if the registered agent is being changed;
and
(6) a statement that the change has been approved by all of the general partners.
Sec. 32.11.840. RECORDS TO BE KEPT, (a) A limited partnership shall keep at the
office referred to in AS 32.11.830(a)(1) the following:
(1) acurrent list of the full name and last known business address of each partner,
(2) a copy of the certificate of limited partnership and all certificates of
amendment to them, together with executed copies of a power of attorney under which a

certificate has been executed;

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

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

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

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

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

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

that a partnership without limited partners may carry on.

Sec. 32.11.860. BUSINESS TRANSACTIONS OF PARTNER AND PARTNERSHIP.
Except as provided in the partnership agreement, a partner may lend money to and transact other
business with the limited partnership and, subject to other applicable law, has the same rights and

obligations as a personwho is not a partner.

Sec. 32.11.870. FILING FEES. A domestic or foreign limited partnership that files a
certificate of limited partnership, amendment, cancellation, or registration, or other application
with the department, shall pay to the commissioner a filing fee established by the department by

regulation. The filing fee must be uniform and fixed.

Sec. 32.11.890. RULES FOR CASES NOT COVERED BY CHAPTER. In a case not
provided for in this chapter, the provisions of AS 32.05 govern.

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

(1) “certificate of limited partnership” means the certificate referred to in
AS 32.11.010 and the certificate as amended or restated;

(2) "commissioner” means the commissioner of commerce and economic
development;

(3) "contribution™ means cash, property, services rendered, or a promissory note
or other binding obligation to contribute cash or property or to perform services, that a partner
contributes to a limited partnership as a partner;

(4) "department” means the Department of Commerce and Economic
Development;

(5) "event of withdrawal of a general partner" means an event that causes a person
to cease to be a general partner under AS 32.11.160;

(6) "foreign limited partnership” means a partnership formed under the laws of
a state other than this state and having as partners one or more general partners and one or more
limited partners;

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

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

(8) "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 the
certificate of limited partnership as a limited partner;

(9) "limited partnership” and "domestic limited partnership”™ mean a partnership
formed by two or more persons under the laws of this state and having one or more general
partners and one or more limited partners;

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

(11) "partnership agreement" means a valid agreement, written or oral, of the
partners as to the affairs of a limited partnership and the conduct of its business;

(12) "partnership interest” means a partner’s share of the profits and losses of a
limited partnership and the right to receive distributions of partnership assets;

(13) "state" means a state, territory, or possession of the United States, District
of Columbia, or Commonwealthof Puerto Rico.

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

* Sec. 2. AS 32.10 is repealed.
* Sec. 3.APPLICABILITY PROVISIONS, (a) AS 32.11.200, 32.11.210, and 32.11.310, enacted

by sec. 1 of this Act, do not apply to a limited partnership contribution or distribution, unless the
contribution or distribution is made after the effective date of this Act.

(b) AS 32.11.350, enacted by sec.l of this Act, does not apply to alimitedpartnership
assignment unless the assignment is made after the effective date of this Act.

() Unless otherwise agreed by the partners, theapplicableprovisions of former AS 32.10,
repealed by sec. 2 of this Act, governing the allocation of profits and losses, distributions to a
withdrawing partner, and distributions of assets upon the winding up of a limited partnership apply to
limited partnerships formed before the effective date of this Act instead of AS 32.11.220, 32.11.270, and

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

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

30
31

partnership derivative action.

* Sec. 5. This Act takes effect July 1, 1992.
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| 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’ limited partnership statute.

Pat, thanks for your effort. | hope you continue to hold the line of

sections 201 and 303.

~ Fessler
Commissioner
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STATE OF CALIFORNIA

COMMSSOND
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! |
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!

The value of a public disclosure 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.



The Honorable Pat Rodey
Page two
April 4, 1991

Pat it is also of significance that investors and creditors currentiv 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 ofa 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. | 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-
guence 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
S0 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.
office.

I will ask that Art supply your office with a copy of that letter is sent to your

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!

CC:

Wannest personal regards,

:ssler
fER

Arthur Peterson, Esquire
Honorable John Abbott



National Conference of Commissioners on Uniform State Laws

676 North St. Clair Street, Suite 1700, Chicago, illnois 60611-(312) 915-0195

March 28. 1991

John M. McCabe
Lagislativt) Director

Daniel Wm. Fessler

Professor of Law

University of California, Davis
School of Law

1103 King Hall

Davis, Ca 95615

RE: Uniform Limited Partnership Act (1976) »ith the 1985
Amendments

Dear Professor Fessler:

Art Peterson has forwarded your correspondence with him over
the Limited Partnership Act. I am Legal Counsel and Legislative
Director for the Uniform Law Commissioners and am responsible for
the legislative activities of the ULC on such acts as the Limited
Partnership Act. Although 1 did not participate with the
Drafting Committee for the 1976 Act, | did negotiate the approval
of the act by the Internal Revenue Service, which occurred if my
memory serves me correctly in 1981, and 1 took on the role of
Reporter for the amendments to Section 403, which preceded the
1985 Amendments and which were necessary to gain IRS approval.

I, also, worked closely with the Drafting Committee for the 1935
Amendments, and so am intimately familiar with those
deliberations.

I must confess that your letter to Art came as a bit of a
surprise, because 1 thought that controversy over issues such as
the notice certificate and the test for assessing general
liability for a limited partner had died about a half a decade
ago, Tfinally and irretrievably. The vast majority of states have
long since abandoned the long certificate and the less-than-
reliance test for general liability, and have done more -
following the lead California and Delaware took and continue to
take in limited partnership law. Be that as it may be, I will
attempt to articulate the policy concerns that led the 1985
Drafting Committee to the positions that it took.



In general, tde whole concept of the limited partnership
changed in the decades of the 1970 s and 1980°"s. The small
business model upon which the limited partnership form was based
no longer had much relevance to the real business of limited
partnerships in the United States. The small business model was
premised in suspicion of "silent” partners who would not be
available to satisfy obligations to creditors, and who would be
tolerated only in the event that they did not in any way
participate in the business. In the real world, limited
partnerships became a primary vehicle for capital formation. The
principal concern of promoters, therefore, was and is to attract
investors. The inevitable result of that change 1in emphasis was
to alter the law of limited partnerships for the purposes of
protecting investor interests rather than purely creditor
interests.

The notice certificate is a prime example of this change in

emphasis in the law. Who gains by having the limited partners
and their contributions listed on the certificate? The limited
partners themselves gain or lose nothing. The creditworthiness

and investor worthiness of a limited partnership 1is primarily
dependent upon the named general partner or partners and upon the
track record of the general partner or partners 1in conducting
business of the type that the partnership will enter. To
investors the exact 1identity of other investors or the extent of
their contributions 1is for the most part irrelevant. Further, if
any potential Ilimited partner wants that information, depending
upon the volume nvolved, the partnership will provide it if that
is what 1is nect. " iy to obtain the 1investment.

The next question the Drafting Committee addressed was
whether creditor * needed the names and contributions of limited
partners 1in the certificate? We could not find anybody who could
or would assert that limited partner identity was useful for
creditors or that creditors ever used the certificates when
deciding to extend credit or not to extend credit. Again,
creditors are primarily concerned about the creditworthiness of
the general partner or partners. If they want information on
limited partners, then they are in an excellent position to
obtain that information directly from the partnership. Nobody
could think of any situation in which creditors would, or indeed,
ever did seek out the certificate to find the names and
contributions of limited partners. In fact, nobody could think
of any occasion in their experience (and there was some
considerable experience among the committee members and advisors)
with the formation and management of limited partnerships that a
creditor ever 1inquired about the limited partners at all.



One thing that requiring the limited partner names and
contributions did do was to encourage creditors to search the
list for mistakes - to see if there might be somebody else who
might assume general 1liability - simply because of the
inadvertence of those who file certificates and their amendments.
A purely technical error could catch an unwary limited partner,
and in the spirit, again, of investor protection, the Drafting
Committee could think of no reason to continue the vulnerability
of limited partners 1in this fashion.

Of course, the general partners do not need to see the names
of the limited partners 1in the certificate, since the general
partners have the partnership records. After considering the
issue from each perspective, the Drafting Committee concluded
that listing the limited partners and their contributions was a
vestige of an earlier time and a long-past notion of the limited
partnership. Everybody, including creditors, now understands
that limited partnerships are primarily created to attract
investors and that the rules ought to reflect that fact.

There 1is, also, the very practical problem of amendments in
limited partnerships with lots of investors and with partnerships
whose shares are freely assigned and traded. In the larger
syndications, particularly, and now 1in master limited
partnerships, partnerships are bought and sold on a daily basis.
Amendment of certificates to keep up with the sales and purchases
became a significant administrative problem for these
partnerships.

The same general policy considerations influenced the
changes to Section 303. Under the 1916 Act, courts were
increasingly required to decide if certain actions on the part of
limited partners would be considered participation 1in the control
of the business. Certain voting rights, for example, were
subjected to that scrutiny. The problem was complicated by the
requirements of securities administrators in states like
California, which began to require certain 1investor rights for
limited partners. Thus, the 1initial "safe-harbors™ 1in Secxion
303 of the 1976 Act.

But the rule of Section 303 in the 1976 Act did nox give
complete comfort, and states like California and Delaware began
to move to tests that more significantly insulated limited
partners from general liability. When xhe IRS gave 1its approval
to those statutes (California was the first if my memory 1is
correct), there was no way that the 1976 Act could be kept as 1is.
The reliance test of Section 303(a) and the extended "safe-



harbors™ of Section 303(b) were made 1inevitable by those
developments.

Again, the notion of the silent partner who exists in that
status mainly to deprive creditors of their due, simply fails as
a model for the modern limited partnership. The 1issue is
obtaining investment and providing sufficient security to
investors. We want to allow them some democracy rights within
the partnership, and we don"t want to limit investors who have
other relationships to the partnership. These are the kinds of
factors that motivated the Drafting Committee into accepting
these changes.

Acceptance of such notions by the IRS, also, plays a
considerable role in the development of this area of law.
Limited partnerships and the Uniform Limited Partnership Act
became popular in the United States only after the 1955 Tax Act.
I believe the majority of adoptions of the 1916 Limited

Partnership Act occurred after 1955. Tax policy has driven
modern partnership law and continues to do so. The notice
certificate had little in the way of tax ramifications. 3ut

Section 303 1is tax sensitive, and IRS acceptance of these
concepts had much to do with tne development of the 1985 Act.
Tax advantages make limited partnerships a favored means for
capital formation. The law takes this fact into account.

These are the principal concerns that motivated these
changes 1in limited partneiship law. Do they move the limited
partnership closer to the corporate form? Of course. If there
is a blurring of forms, so what? The issue 1is a relevant form of
business organization that people will use to form capital and
engage in economic activity. The 1issue of blurring a technical,
classical difference between two forms 1is not nearly so relevant.

I hope that this discussion will assist you 1in your
consideration of these 1issues. Thanks for your kind attention.

Sincerely,

/ //<John M . McCabe
/ Legislative Director

A
cc: Art Peterson



P. 0. BOX 20444
Juneau, Alaska 99802-0444
March 29, 1991

Prof. Daniel Wm. Fessler

1103 King Hall

School of Law

University of California - Davis
Davis, California 95616

Re: Uniform Limited
Partnership Act
- SB 193

Dear Dan:

Hope that my March 8, 1991 letter, inviting your rebuttal
of my response to your earlier comments on the Uniform Limited
Partnership Act, reached vyou. Shortly after | sent that letter,
Senator Pat Rodey 1introduced Senate Bill No. 193, proposing the
1976 revision of that Act without the 1985 amendments of Sections
201 (certificate of Ilimited partnership) and 303 (liability to
third parties). A copy 1is enclosed.

Although I have not vyet reviewed this version, 1
understand that it includes the 1985 amendments of other sections,
except for "compatibility amendments” related to Sections 201 and

303. When this bill comes up for hearing, | plan to encourage the
re-inclusion of the full set of 1985 amendments. But | inviteyour
further, comments, and maybe 1 won"t take that position.

How strongly do you feel about the Sections 201 and 303
points you raised in your January 28, 1991 letter to me? On page
2, fourth paragraph, of that letter, you state that you "have no
great problem with [the Section 303 change] other than the fact
that it does represent a significant change 1in the Jlaw and one
which the Legislature ought to carefully weigh,”™ So | gather that
you would not oppose the inclusion of the 1985 amendments of
Section 303. What about Section 2017?

I understand that the NCCUSL"s Legislative Director and
Legal Counsel, John McCabe, will be writing to you regarding these

issues. As always, | am interested 1in your response.

Hope to hear from you soon about both this matterand the



Prof. Daniel Wm. Fessler Page 2
Re: Unif. Limited Partnership Act

Uniform Partnership Act question | wrote to you about yesterday.

Yours truly,

Arthur H . Petei ".on
Uniform Law Commissioner
for Alaska

cc: "Senator Pat Rodey
Alaska State Legislature

Theresa L. Bannister
Legislative Counsel
Alaska Legislative Affairs Agency

John Abbott, Chair
Alaska Code Revision Commission

cc w/SB.193: John M. McCabe
Legis. Director & Legal Counsel

NCCUSL



P. 0. Box 20444
Juneau, Alaska 99802-0444
March 8, 1991

Prof. Daniel Wm. Fessler

1103 King Hall

School of Law

University of California - Davis
Davis, California 95616

P.e: Uniform Limited
Partnership Act
— your concerns about
the 1985 amendments

Dear Dan:

Thanks for your January 28, 1991 letter (postmarked
January 31, but not received by me until February 13 [which is
odd]). Sorry about your health problem, and hope that it"s cleared
up by this time.

I hear that you were appointed to the California Public
Utilities Commission a couple of weeks ago. Congratulations! Does
this mean that you won"t be able to give Alaska the benefit of your
professorial expertise anymore? I hope it doesn®"t mean that.

In your letter, you raise the following three objections
to the 1985 amendments of the 1976 Uniform Limited Partnership Act:

(1) the timing or tactics of the 1985 amendments coming
so close upon the heels., of the 1976 revision of the Act;

(2) the deletion of much of the information (composition
and financial structure) formerly required to be put 1in the
certificate of limited partnership; and

(3) the blurring of the distinction between general
partner and Jlimited partner, with regard to control and
limited liability.

The official NCCUSL commentary accompanying the 1976 ULPA
with 1985 Amendments, along with some other NCCUSL-provided

material, suggests answers to your concerns. I*m sure that you
have responses to these answers, and 1°d very much like to see
them. For the moment, here are my observations based on the NCCUSL

commentary and material:

(D) Timincr. According to the Prefatory Note 1in the official
publication of the 1976 ULPA with 1985 Amendments, many of the 1985
amendments were considered by the drafters of the 1976 Act, but
were not included at that time because of uncertainties as to the



possible consequences of that inclusion under applicable federal
income tax laws. As further explained in a brief information sheet
on the 1985 amendments, a "number of states had adopted variations
of ULPA (1976) that were sufficiently compelling to cause the
[NCCUSL] to re-evaluate earlier policy decisions.” Then, 1in 1984,
"the IRS approved the adoption of ULPA (1976) 1in a number of
states, even though there were significant variations 1in those
states from the official text. ... IRS approval of these
enactments provided the opportunity to reconsider [the] 1issues.”

Thus, to recognize state legislative activity, IRS action, and
the continuing need for uniformity, the NCCUSL promulgated the 1985

amendments. That prompt update should not vex a legislator.

2 Section 201. Again, as explained in the Prefatory Note to
the 1976 ULPA with 1985 Amendments, the 1976 Act recognized "that
the basic document in any partnership, including a Jlimited
partnership, 1is the partnership agreement." The "certificate of
limited partnership”™ does not constitute the partnership, but

merely reflects basic information as to which government officials,
creditors, and others should be put on notice. The 1985 amendments
further implement that recognition.

The requirement that  the name, address, and capital
contribution of each 1limited partner, along with certain other
information, be on the <certificate 1is believed "to serve no
practical purpose while it 1imposed on limited partnerships

(particularly those having large numbers of partners or doing
business in more than one state) 1inordinate administrative and
logistical burdens and expenses connected with filing and amending
their certificates of limited partnership." (Page 4 of Prefatory
Note.) The official comment under Section 201 adds that "the
partnership agreement, not the certificate of limited partnership,
has become the authoritative and comprehensive document for most
limited partnerships, and that creditors and potential creditors of
the partnership do and should refer to the partnership agreement
and to other information furnished to them directly . . . , not to
the certificate of limited partnership, to obtain facts concerning
the capital and finances of the partnership and other matters of
concern."

The certificate becomes a notice certificate that establishes
the existence of a limited partnership, and identifies the general
partners. However, because "the —certificate has provided
information of 1importance to limited partners, the amendments
require it to be maintained for limited partners in the partnership
agreement or the records of the limited partnership under Section
105." (NCCUSL information sheet on the 1985 amendments.)

Under the 1985 amendments, the certificate would still serve
a valuable function, and information that used to be on it will be
available in other documents. This change would appear to



facilitate the creation and operation of limited partnerships.

Section 303. As you point out in your letter, the 1976 Act
shifts from basing determination of limited partner liability on
"the statutory norm of passivity"” to basing it on “creditor
expectation."” l.e., instead of liability turning on whether the
limited partner took part 1in the "control"™ of the business, a
limited partner who "participates in the control”™ will be Iliable
only to persons who transact business with the partnership
reasonably believing that the limited partner is a general partner.
You say that you "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."

The 1985 amendments then expand upon the 1976 Act"s "safe

harbor” 0f identified activities of a limited partner that do not
constitute participating 1in control of the business - e.g.,
bringing a derivative action in the right of the limited
partnership, or serving on a corporate general partner®s board of
directors. I gather that the "control"™ concept has been difficult
to apply - both for the people involved with these partnerships
and for the judiciary. I understand that these changes reflect
developing case law and modern statutes in the area, rather than
signal aradical departure from current law. The cases you refer

to arose under the old law, and it is not apparent to me that the
changes proposed in the 1976 ULPA with 1985 Amendments would
inspire a proliferation of the kinds of problems 1illustrated by
those cases.

Conclusion. Recommendation. & Invitation.

So, Dan, your material 1is excellent, and your 1issues
certainly are ones that the legislature should consider. However,,
at this point, | feel that 1 must recommend that the Alaska

Legislature enact the full 1976 ULPA with 1985 Amendments.

But | invite your rebuttal, and | invite the
participation in this debate of persons more knowledgeable of this
subject than 1. Members of the NCCUSL drafting committee for this
?.ct, as well as NCCUSL Legislative Director and Legal Counsel John
McCabe, would have something helpful to offer.

Hope to hear from you soon. Best wishes.

Yours”rulv,

/-5r CcT'
Arthur H. Peterson

Uniform Law Commissioner
for Alaska



CcC:

Senator Pat Rodey
Alaska State Legislature

Theresa L. Bannister
Legislative Counsel
Alaska Legislative Affairs Agency

John M. McCabe
Legis. Director & Legal Counsel
NCCUSL

John Abbott, Chair
Alaska Code Revision Commission



University of California, Oavis

A TR, FEMS i HABR

Profcu<# of L**

#T0Oxv] U
ﬂfi’lrlfw éﬁé%‘ £3iA SB6il

January 28, 1991

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

Dear Art:

Many thanks for your recent letters. | 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, | 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, | 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 | a member of the legislature of a state which had adopted the 1976 Act in 1984
(and there were several such legislatures) | would feel rather vexed.

But my problem goes beyond timing and tactics. | 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.

Formation: 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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Page two
January 28, 1991

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 Ad with AEfSt®@S®*gESS~Scction 2 of die

1916 Act the continued fidelity to diis policy is quite striking.

lask 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’ 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. | 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. | 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, | share these questions and thoughts with you because 1know 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 | would be delighted to learn from them. | 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 | -$ Scclionsv202”and 303. | 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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The Uniform Limited Partnership Act was originally
promulgated 1in 1916 and was adopted 1in 49 states
and the District of Columbia. A major revision
occurred 1in 1976, and is officially entitled the
Uniform Limited Partnership Act (1976). This
replaces the 1916 Act entirely. In 1985, limited
amendments were made to the 1976 Act, and the Act
is now entitled the Uniform Limited Partnership
Act (1976) with 1985 Amendments.
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SPEAKER? These persons are available to provide testimony
or give presentations on the Uniform Limited
Partnership Act:
Joel Adelman Robert Berger
Detroit, Michigan Chicago, Illinois
Advisor Reporter
Howard Walthall
Birmingham, Alabama
ABA Advisor

For information on arranging a speaker, contact John McCabe

or Katie Robinson at 312-915-0195.



THE UNIFORM LIMITED PARTNERSHIP ACT (1976)
WITH THE 1985 AMENDMENTS

SECTION BY SECTION ANALYSIS

Article 1: General Provisions
Section 101 contains definitions.

Section 102 provides what may and may not be included in the name
of each limited partnership as set forth in its certificate. The name
may not be similar to the name of any corporation or limited partnership
both foreign and/or local; may not contain certain words; may not
abbreviate "limited partnership"; and may not contain the name of a
limited partner with exceptions.

Section 103 provides the procedure for reserving a partnership
name.

Section 104 requires that a limited partnership maintain an office
for keeping records and an agent for service of process.

Section 105 specifies the records that a limited partnership must
keep. This includes names and addresses of each partner, and, a copy of
the certificate, tax returns, and agreements. Such records are subject
to inspection by partners during ordinary business hours.

Article 2: Formation

Section 201 establishes the requirements and procedure for forming
a limited partnership. To form a limited partnership, a certificate
containing the name of the limited partnership, the name and address of
both the general partner(s) and the agent for service of process, date
of dissolution, and other matters as desired, must be filed with the
Secretary of State (or equivalent). A limited partnership is actually
formed at the time the certificate is filed, or at any later time, if
specified in the certificate.

Section 202 details the circumstances under which a certificate of
limited partnership shall be amended as well as the requirements for
amending it. In particular, a certificate of amendment must be filed
with the Secretary of State upon the admission and/or withdrawal of a
general partner.

Section 203 requires a certificate of cancellation to be filed with
the Secretary of State when a limited partnership is dissolved. The
certificate must contain the reasons for cancellation, the name of the
Ifimitedd partnership and the date the limited partnership was originally
ormed.

Section 204 requires original certificates and certificates of
cancellation to be signed by all general partners. A certificate of



amendment must be signed by one general partner and any new general
partner designated in the certificate of amendment.

Section 205 authorizes a court to order the execution of a
certificate for any person adversely affected by the failure of
execution, upon petition.

Section 206 establishes the procedure for filing a certificate of
limited partnership (and any other of the certificates) in the Office of
the Secretary of State (or equivalent).

Section 207 provides for damages when a person suffers loss based
upon reliance on a false statement in a certificate.

Section 208 provides that a certificate of limited partnership
filed with the Secretary of State (or equivalent) is notice that the
listed general partners are general partners, and that the partnership
is a limited partnership, and no other fact.

Section 209 requires the general partners to mail a copy of any
certificate to each limited partner, after it is filed.

Article 3: Limited Partners v

Section 301 establishes that a person becomes an original limited
partner when the partnership is formed or at any later time specified in
the partnership records. If the agreement does not specify when later
joining limited partners become so, hecoming one by acquiring a
partnership interest (including assignment) requires written consent of
all partners.

Section 304 provides a means for a person who believes in good
faith that he or she is a limited partner to avoid liability as a
general partner when that good faith belief is erroneous.

Section 305 gives limited partners the right to inspect the records
that must be kept according to Section 105, and to have full information
on the financial status of the partnership, copies of tax returns, and
othar information as is reasonable and just, upon reasonable demand.

Article 4: General Partners

Section 401 permits the agreement to control admission of
additional general partners. If the agreement is silent, admission of
additional general partners requires unanimous, written consent of all
partners.

Section 402 indicates the types of events that constitute
involuntary general partner withdrawal from a limited partnership. Such
events include bankruptcy of the general partner, death of the general
partner, and adjudicated incomptency of the general partner.



Section 403 establishes the general powers and general liability of
a general partner - as if a partner in a partnership without limited
partners.

Section 404 allows general partners to contribute to the
partnership and to share in profits and losses hoth as general partners
and limited partners.

Section 405 provides that general partner voting rights arise, if
at all, in the partnership agreement.

Article 5: Finance

Section 501 provides that partner contributions may be in the form
of cash, property, services rendered, promissory note, or an obligation
to provide any of the same.

Section 502 permits the written agreement to control a partner's
liability to the limited partnership for contributions. Unless the
written agreement provides otherwise, a partner is liable to perform any
promise to contribute. A limited partner's promise must be in writing
to be enforceable. If promised contributions of property or services
are not made, the partner can be obligated to contribute the cash
equivalent at the partnership's option.

Section 503 permits the written agreement to control sharing in
profits and losses. If the agreement is silent, allocations must be
proportional to the value of contributions made.

Section 504 permits the written agreement to control allocation of
distributions. If the agreement is silent, allocations must be
proportional to the value of contributions made.

Article 6: Distributions and Withdrawal

Section 601 makes distributions to partners, except distributions
at withdrawal from the partnership, or, the dissolution or winding up of
the partnership, subject to and contingent upon the terms of the
partnership agreement.

Section 602 governs the withdrawal of a general partner. A general
partner can withdraw at any time, but may be liable for breach of the
partnership agreement if the withrawal violates it.

Section 603 subjects voluntary withdrawal of a limited partner from
the partnership to the partnership agreement. |f the agreement is
silent, withdrawal can occur only upon 6 months notice to each general
partner.

Section 604 permits the partnership agreement to determine a
partner's distribution upon withdrawal from the partnership. If the
agreement is silent, the basis for a distribution is the fair value of
the partner's current interest in the partnership.



Section GO05 provides that a distribution must be in cash, unless
the written partnership agreement states otherwise. Unless the written
agreement provides, no partner can demand a distribution in kind, rior be
forced to accept such a distrubution.

Section 606 grants a partner the status of a creditor of the
limited partnership for any distribution to which he or she is entitled.

Section 607 prohibits any distribution to a partner that would make
the liabilities of the limited partnership exceed the fair value of its
assets.

Section 608 provides a statute of limitations for liability when a
partner receives a return of contribution in part or in whole. [If the
return is rightful, there is limited liability to partnership creditors
for one year after the return. A wrongful return extends liability for
Six years.

Article 7. Assignment of Partnership Interests

Section 701 establishes that a partnership interest is personal
property.

Section 702 provides that assignment of a partnership interest
includes any distribution rights to which an assignor would be entitled.
Once an interest is assigned, the assignor ceases to be a partner.

Section 703 grants a judgment creditor the rights of an assignee.

Section 704 permits the partnership agreement to determine the
terms and conditions for an assignee to become a limited partner. |If
the agreement is silent, an assignee becomes a limited partner only upon
the consent of all partners. The assignor, however, remains liable to
the limited partnership for any false statement under Section 207 and
for contributions under Section 502, even after the assignee becomes a
limited partner.

Section 705 allows a partner's representative to exercise a
partner's rights in the event of the partner's death or incompetency,
for the purposes of settling the estate or managing the property of the
partner.

Article 8: Dissolution

Section 801 calls for the dissolution of the partnership when the
agreement provides for termination of the partnership, when all partners
consent, upon the withdrawal of the only general partner, or upon a
decree of dissolution. Dissolution upon withdrawal of the only general
partner is held in abeyance for 90 days, during which time the partners
may unanimously consent to the continuation of the business and the
appointment of a new general partner. [|f they do, the partnership is
not dissolved.



Section 802 permits a partner to apply for judicial dissolution
whenever a limited partnership cannot with reasonable practicability
carry on business in conformity with the partnership agreement.

Section 803 gives general partners the priority for winding up
partnership business upon dissolution. |f there are no general partners
able to conduct the winding up, limited partners can do it. A court can
wind up the partnership upon application of any partner.

Section 804 governs the distribution of assets upon winding up the
partnership affairs, and establishes priorities for taking
distributions. Creditors are satisfied before the interest of any
partner.

Article 9: Foreign Limited Partnerships

Section 901 states that the law of a foreign state governs the
organization, internal affairs, and limited partner liabilities for
limited partnerships formed in that state.

Section 902 requires registration of foreign limited partnerships
before they can transact business, and sets out the contents of a
petition for registration.

~ Section 903 requires the Secretary of State (or equivalent) to
register any foreign limited partnership that lawfully applies for
registration.

Section 904 states that a foreign limited partnership may register
under any name the could be registered by a domestic limited
partnership.

Section 905 provides that a foreign limited partnership must
correct any inaccuracies in its application for registration with an
immediate filing of a certificate of amendment.

Section 906 provides the procedure for cancelling a registration of
a foreign limited partnership.

Section JO7 denies a foreign limited partnership access to the
courts if the foreign limited partnership fails to register.

Section 908 allows an appropriateofficial to bring action to
restrain a foreign limited partnershipfrom transacting business if it
fails to comply with Article 9.

Article 10: Derivative Actions

Section 1001 allows limited partrners to bring action on behalf of
the partnership if the general partners refuse to do so or it appears
that they are unlikely to do so.

Section 1002 requires the plaintiff in a derivative actionto be a
partner when the litigated transactionwas entered on behalf of the



partnership, or to be a person with authority from a partner at that
time.

Section 1003 requires the plaintiff in a derivative action to set
forth with particularity the efforts to get a general partner to
initiate the action.

Section 1004 provides the court the discretion to award a
successful plaintiff expenses and attorney's fees.

Article 11: Miscellaneous
Section 1101 establishes the scope of the Act.
Section 1102 is the title for citation purposes.

Section 1103 provides for severance of any provisions of the Act
that are found unconstitutional.

Section 1104 provides for the effective date for this Act, and for
the repeal of prior legislation. It specifically provides that limited
partnerships formed under prior law shall remain subject to the prior
law for specific aspects of partnership ac.tivity, and shall not be
impaired by its repeal.

Section 1105 states that the Uniform PartnershipAct governs any
case not provided for in this Act.

Section 1106 is a savings clause.
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UNIFORM LIMITED PARTNERSHIP ACT (1976)
WITH 11i85 AMENDMENTS

(Additions iind Deletions in Uie Aet
are indientiil by tllidel'seore nod Kilrilieool)

HtKEATOKY NOTH

&ih on lliiiforui-SUU* Liwh iii AiihuhW-IW7(i In I11)7li, the National Conference of CnmmissinncrH mi
Uniform Stale |.HWH adopted the first revision ilfTlio Uniform Liinitoil I’'nrtneriilup Act, originally
prinnnlgaleilTn IMHi. The 1U7li 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 ugrccmenl 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
rciiuirosndcgrceofprivity 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 (It)7C) with the 1985 Amendments (the lilBf) Act) follows the
I)7fi Act very closely In most respects. It makes almost no change in the husic structure of the 1!1>70
Act. It does, however, differ from the I'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 IOtO Act accomplishes this without impairing the basic philosophy or values underlying
the N7fi 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 1370 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 at 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 1DHS 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!117(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 matters 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 1UH> Act's elimination of the requirement, carried from the
original IDIli Act into the I)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
reiiuirement.

LIMITED I"AKTNEKSIIII" ACT

Article .l 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 llie 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. <Jeiierarilaliil!'ly.for-|mrtoerslop debts is imposed only.on
(linse-limited- parlours win are, in-offnot,-"silent general-partners”.- With timl-oKonptinii, the
provisions nf-lho-iinw Act that-impose liability on a limited partner who has somehow pormillod third
lhiiseavhn 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 IUHfi Act.

The provisions relating to general partners are collected in Article -1 It differs little from the
corresponding article in tlie 1I7(i Ad, except that some of the HI7IL 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 jiarincrship agreement, not the certificate or litifllud
partnership, is the primary constitutive, organizational and governing document nf a limited partner-
ship. Awrticle 5, liio dealing with finance, sin’iiomTIjffiTH in some import,ant respects from Article 5 of
the IN)7li Act, which Itself iiiaile inakes some important changes from the prior-uniform law, Ifllli Art.
The 1M)71i 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-Aarid 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* certificatel nf limited- partnership as the “place such
agreements are to lie set out and such information is to he kept.

A Atrticle 6 of the 117C Act, dealing with distributions and with the withdrawal of partners from
the partnership, made a number of changes from the prhiMiniform-Inw-artt-iiiade-m-Artiolo-fi, 1Ujjl
Act. doaliiig-wit)i-distriliut(onw-froi»-aml-tlio-witlalrawal-of-|iart(iorK-from-t)io-|>artnorsliili. For
example, Section 008 creatcsd a statute 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 of the I)7li Act
without substantive change.

In both the i)7(i and the 11)8 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 -inijH>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 11)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
state other than the stale of its organization. Neither existing case law under the It)IB Act nor
administrative practice mobiles it clear which state’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 I')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 1)7(i Act.

Finally Article 10 of the new 1070 Aet represented another significant innovation, by authorizesmg
derivative actions to he lirought by limited partners. Tin* ItlIfi 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 I)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
enactment. TImse provisions in the ITnti 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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ARTICLE 1
GENERAL PROVISIONS

§ 101. Definitions
As used in this [AcLj, unless the context otherwise requires:

(1) "Certificate of limited partnership” means the certificate referred to in Section 201,
and the certificate as amended or restated.

(2) "Contribution” means any cash, property, services rendered, or a promissory note or
other binding obligation to contribute cash or property or to perform services, which a
partner contributes to a limited partnership in liis capacity as a partner.

() "Event of withdrawal of a general partner” means an event that causes a person to
cease to he a general partner as provided in Section -102.

(sI) "Foreign limited partnership” means a partnership formed under the laws of any
Stato state other than this State and having as partners one or more general partners and
one or more limited partners.

(ft) "General partner” means a person who has been admitted to a limited partnership
as~a general partner in accordance with the partnership agreement and named in the
certificate of limited partnership as a general partner.

(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-l1im
ce>rlifica U-of-limit«l-part-nershi[>as-si-limited-partner.

(7) "Limited partnership” and “domestic limited partnership”™ mean a partnership
formed by two or more persons under the laws of tins State and having one or more
general partners and one or more limited partners.

8) “Partner” means a limited or general partner.

(1)) "Partnership agreement" means any valid agreement, written or oral, of the
partners as to the affairs of a limited partnership and the condoct of its business.

(10) "Partnership interest" means a partner's share of the profits and losses of a
limited partnership and the right to receive distributions of partnership assets.

(11) "Person” means a natural person, partnership, limited partnership (domestic or
foreign), trust, estate, association, or corporation.

(12) "State" means a state, territory, or possession of the United States, the District of
Columbia, or the Commonwealth of Puerto Rico.

COMMENT

The definitions in this section clarify a number of uncertainties in the law existing law prior to the
I')71i Act, and also make certain changes in such prior law. The ItISft 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 02 uf the I'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

Wiiiwniiioo'o ilinit mu
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(ii'l)'riiiiiii' On* liubilily nf u partner who fails In honor his ngrcciucul (.Scclion SOU). Section I of thu
prinr tmifnrai law I"Mi 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.

I-'ureigu limited partnership the Aet only deals with foreign limited parlnershipH funned tinder the
laws nf another "Ssinte" of the llIniteil States (see ttulidivisinn 12 of Seelion 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 suppest 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.

(meneral 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 emlHHIying 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 nfdefinition ofgeneral partners, this definition provides fur admis-
sion of limited partners through the partnership agreement nndimlwimiwition in the certificate of limited

oliipion prerwiuisitetolimited |wrtner nt-tdim.-Failure to filedocitnotr however,menu Hintthe |mrtioipunt
iss gonertd |[m-tnerorthnthe 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 nflimited partnership was a statutory
requirement ami, in most if not all cases, probably also nnreretiuisite to limited partner status. Hy eliminat-
ing the requirement thnt the certificate of limited partnership contain tfie name, address, anti“capital
contribution ofeach 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 partnerasaresulloftheinadvertentomissmnnfany
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 1ot refer to the partnership agree-
ment, assuming thnt nil important matters 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:

(2) 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|>;

8
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(D) (33 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 1112has been carried over from Seelinn 5 of Ihe prior uniform low 1916 Act with
tvrluiu editorial changes. The remainder uf Seelion IU2 innew fii.d appealed Intin-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 slihdivisions fit), and (-I!and (5| of Section 102 eotiiain standards to he applied hy the filing
officer indetermining whether!hecerllfirale should la- filed. Subdivision (I)requires that the proper name
ofa limited partnership contain the words “limited partnership"in full. Subdivision CI) of the 1976 Art has
been deleted, t0 reflect the deletion from Section 2Id of any requirement thal Iin certificate nf limited
partiieisliTirilcscrilieTlie parlnersIMji’s purposes or llie character ofils business.

§ I0H. Reservation of Niime

(@ 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 registeredin
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. Specified Office and Agent

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 111l is-new firm uppoiiroil in_tho 10711 Act, Il rcijuirvVH limt ii limited partnership Imvo
certain minimum contacts with Ila State 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. Records to lie Kept

(it) Knelt limited partnership .shall keep al the office referred to in Section 101(1) the
fimuwing:

(1) a current lisl of the full name and la.sl known business address of each partner
solfurUi, .Heparately ill(tntifyii)g tile general partners (in alphabetical order) and the
limited partners (in alphabetical order,);

(2) a copy of the certificate of limited partnership and all certificates of amendment
thereto, together with executed copies nf any powers of attorney pursuant lo which any
certificate has been executed,;

() copies of the limited partnership's federal, state and local income tax returns and

reports, if any, for the three most recent yearsr »nd;

@) copies of any then effective written partnership agreements and of any financial
statements of the limited partnership for the three most recent years; and

(5) unless contained in a written partnership agreement. a writing setting out:

(i) the amount of cash ami a description and statement of the agreed value of the
other property or services contributed by-each partner and which each partner-has
agreed to contribute;

(ii) the times at which or events on the happening of which any additional
contributions agreed to be made by oa~cFpartner are to l.; made;

(iii) any right of a partner to receive, or of a general partner to make, distrilmlions
to a partner winch include a return of all or any part oTtlui partners contribution;
anil

(iv) any events upon the happening of which the limited partnership is to be
dissolved and its affairs wound up.

[b] .Thoso-rooords Records kept under this section are subject to inspection and copying

at the reasonable request and at the expense of any partner during ordinary business
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 I')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 nfthe general partners are made available to the
general public in the certificate uf limited partnership.

§ I10fi. Nature of Jtusincss

A limited partnership may carry on any business that a partnership without limited
partners may carry on except [here designate prohibited activities],

COMMENT

Section 106 is identical lo Section 3 of the prinr-oniform-Inw, 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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§ 117. lliihlin'HH Transactions of I'mIlicr with I'nrlucrsliip

Kxi'opt as provided in Ihc partnership agreement, a partner may lend money to ami
transact oilier hmtiunmi with the limited partnership and, subject lo oilier applicable law,
has Hie same righls and obligations with respect Iherein as u person who ill lint a partner,

COMMENT

Seelinn 107 makes a number of iinpurlmil changes in Secllon Ul of the prior uniform law. |!i(|
Act. Section 11, 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 |ll/ leaves Unit ipiesimn IN a S itale's general fraudulent conveyance stnlule In
addition. Section 107 eliminates the prohibition m formor Seclion 11l against a general partner's (an
npponod to n limited paitnoi) .haring pro rnlo willi general creditors in the wise of an imseeored [oan
Of course, other doctrines developed mnlcr bankruptcy and Insolvency lawn may require the

AUTICIJi 2
FORMATION; CERTIFICATE OF LIMITED FAKTNEKSIII*

§ 21)1, Ceilideate of Limited I'nrinersliip

(@) In order to form a limited partnership, two-or- morn parsons inusU oxwaito a
certificate of limited partnership,- -I'hnonrtifieaU shall he must lie executed and filed in
the office of the Secretary of Stale, and The certificate shall .seTforih:

(1) the name of Ilhe limited partnership;

(2 Hmgeneral character nf-ils business;

(1 (21 Hie address of the office and (lie name and address of the agent for service of
process required to lie maintained by Section KM;

() () the name and the business address of each general partner (specifying
snparaUdy-UiM general partners aml liniiled partners);

(5)-tha amouiik-of-«iKh-Hiid-;» desuriplinn-and statement.of-the agreed -valueaif-the
other-property-er-serviwiK-emitriliuted by- eac.b-partiier-aiid -whioli-eacli-parluer- has
agreed In aoiitribiile-in-lhe-fulure;

() the times at. wliiuh-or- eveiitk nn-HiH liappeniiig-of-wliioh-aiiy additional conlrihu-
linns-agreed-to-be made liy-each partner-are to-be made;

(7)-any-jM>wer-of-a-liniited-parliier-Usgrant Hie-right-Usheeonie a liinited-partner-to
an-aasignee-nf-any pari nLhis partuersliip-inleresl, and the lerms and onndilions-nf-Uin
power,

(S)-if agreed-uiMiin-lhe tiuie-al-ivhie.h nr-llie-eveiiU-on the-happening-of-whioh a
partner may-terminate-hia-nieinberaliip in tlle-liviited partnership and the-amoiinl or,air
the-method of-determiniiigT-llie-distrilnition Ui-whic.il he liiay-he eiilitiHd-iespimting-his
partiiership-iiiterektr-and- the-lerins and imiidileins-of-the terininal.ion and slisU ihulioiii

(')-any right, of a partner tn receive distributions uf properly, including cash from lhe
limited partnership;

(K1)-aiiy-right of a partner to receive, or of a general partner-lo make, distrilinUons
Ui-a-partimr-whii'h ine.lude-a reUiru of-all or-any-part- of-Hie parliierhy-cniilrihotioii;

(I I)-any-liine-at. whieh-or-eveiils-tipon-lhe happening of-which Hie limiletl |iarliiersliip
is-lis-lie-dissolveil-and-ils-affairs -wnund-iipi

¢12)-aiiy-rigliU of-tdie-reinaiiiiug-geiieral-paiTners-t4>-cnntimie-(he-hiisines«-oii-tliH
happeuiiig-of-an-evenl-of-wiHidiawal-of-rV-geiieral-parUieri-aiid

(W) the latest date upon which the limited partnership is to dissolve; and

(12) (5) any other matters the general partners determine to include therein.
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(ii)) A limited partnership is formed at the lime of lhe filing "f the certificate nf Untiled
parincrsliip in the office of the Secretary of State or at any later time Hpecifleil in the
certificate of liotiteil partnership if, in either case, there has lieen nulmtantlal compliance
with the reipiiremeots of this section.

COMMENT

The I'IW Act requires far fewer uiallini riMJiiin*d to In’ ret forth n the certificutu of hiniteil
Fartnersm ar«not illfferolit- inkiud from Ihn*n llian lint ri«juirinl try Hirlniii 2 of the prior uniform
aw PIHi Ail and Section 201 of Ihe |'Ili Act,, _although explain additions uwl_iloInjioll* have liooit
Iliarla anil tin* ilei.criptioo lias iioon nwiraul lo raoiforro with the laa | of ihti Art. This is in I'n'oj'llilion
of lhe fael that the purtnrridiip agrennenl, nat the certificate of hooleil Jj.itm-i-.hm has heciune the
foilhojilaliye anil eonilireheiisite” ilniiiini‘iit for most limited ;,.|:I||er.I||H§. loiil iliat ereilllors_anil
poieaiial creditors o' the partnership ilo niiil ofimil«1~relr>tin* F_art_ne[s ip agreement ami tfiTiiTier
mfoiiiiatiini fiirmi.lii il to them ilirtTliy iiy the partnership anil liy iilFiers, not lo the certificate lit
lillliled partnership, In obtain Il p.onoralr tho oortifiiiato in mUmilod to soivo two fooiiligoa, loot, lo
plaeo creditors on notion of the facts c_rn_n'orm_ug_t_he enpital and finaneea nf the partnership and other
matters of I'liiicern Hlm—rulnh—loRaldmg—un ilinnal ‘nunnliMliiiii*-to and withdrawal* from tlio
F_art_nershlp,. Kowmd, to—clearlx dehncaUi Ihc limn at which person* become general-pmrinors nod
imited partner*. Subparagrap

f ] 1), which is based upon the prior-uniform law, IDHi Act, has linen
retained tn make it clear that existence of the limited Partnershm depends only upon rmnplium’c with
tins section. Its enntlnued existence is not dependent upon compliance with oilier provisions of this

Act.

§ 202. Amendment In Certificate

(a) A certificate of limited partnership is amended hy filing a certificate of amendment
thereto in the office nf the Secretary of State. The certificate shall set forth:

(1) the name of the limited partnership;
(2) the date nf filing the certificate; and
(I) the amendment to the certificate.

(li) Within TOdays after the happening nf any of the following events, an amendment to
a certificate of limited partnership reflecting the occurrence of the event or events 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

) (13 the admission of a new general partner;

(3) (2) the withdrawal of a general partner; or

(4) [it) the continuation of the business under Section SOI after an event of withdraw-
al of a general partner.

(e) A general partner who becomes aware that any statement in a certificate of limited
partnership was false when made or thal any arrangements or other facts described have
changed, making the certificate inaccurate in any respect, shall promptly amend the
certificaterhut-an-amondinent-to-sliow-a-r.hango-o”addrostv-of-a-liniiUol-partnor-nood-ho
filed-only-once-every-12-monthfi.

(d) A certificate of limited partnership may he amended at any time for any other
proper purpose the .general partners determine.

() No person has any liability because an amendment to a certificate of limited
partnership has not been filed to reflect the occurrence of any event referred to in
subsection (b) of this Secdion section if the amendment is filed within the 30-day period
specified in subsection (b).

(0 A restated certificate of limited partnership may be executed and filed in the same
manner as a certificate of amendment.

8202 LIMITEI) "AKTNEKSIIi' ACT

COMMENT

Section 202 uuki-ii n( tin- 1'33t1 Ail inmle mibxtiiiitlal rluiMKi'ti in Sectiim21 uf the prior unlfm-m luw Juk
Ail. I-mther i Imogen In IhIr witiim nr* ininli* hy the HIHf Act. 'urngmpli (Ii) lints tin- imtiic eventii- ihc
nililitiiinnr withdrawal of iwcliu rso,{,g_npjuI||r‘f||p|InIQbI|¥]uUn|M| agenrriil p.otnrr—thal urc Hticenlr.il to
the function of tin- certificate nf liiiiilcil pnrtncmhip thnt they reifiiirc prompt iiiiiciuhiicnl, With the
elimination of the rcipitrciin-nl Ili.it tin- ci-Hifiriitc ofJImIIQd_Ba[tne[sh|p unhide the tinmen nf nil limited
partllcrH mill the nmoiilil and character of all capital ond ilitilinini, tin- rcipiircment nf the lllii and 117li
AdWthat Inc ftTtifier) <In-.unended upon tlu-adini.-.-nnnor wltInlrawalnf limit i-d nartni'mnr on any change
in the partnership capital inti'll ah.u he i-limiiiiti-tl 'lin . change nin.iilit gtenlly reiiuce the fri'ipi."iicy and
complexity ofamendmentnto the eertifiriile nf him 11,1Farl||rnh|p Fara raph (c?makes it clear, letit wan
lint clear linder hlilhlivo,loll iaay)nffi, iiii'i' Seel lon 2-12 %2)I ).ofthe lillll Act, thaf the certificate of limited
partaenihip Inintended to lie an‘accurate deseriplioii of the fails tn which it relates at all tlilies and does not

speak merely uaufthe date it Inexecuted.

Paragraph (id_provide:, a "nnfe hnrhnr" agnimit el.iiom of ereililoin ur nlliera who uaaeit that they
have hern miidei] h?{ the failure to amend tin; eerlificatn of limited partnership lo reflect chun%ea in
any of Hie inipnrinfil faeta referred to In |itiriif:ri,ili ﬁlt), if the eerlifieatc nf limited partnership is
amended wilhin 20 jlnyn nf the iieeui‘renee of IIn* evenl, no ereilitnr or other person ran recover for
ilnmngna ausinineil iluring the interim.  Additional proteclinn is afforded hy iln- provisions (if Section
NI, The elnninalion of the leipiireoient that Ihe certificate of Imiited partnership identify all limited
partners mill then respective_capital mnlrlhtltiima nilv have reinleri‘d paragraph_(€) an ohsnlcli* anil
nnneccssury voallge. ~I'iie principal, 1f not tin" nnfe. purpose of Faragraph Ee) m The i!70 Act wna _to
protect lillliled parlnera newly admitled to a parlliernliip from In-mi: held liable 1.1 general plirlliiTll
when_ aii_amendiiieiiC lo tlie “certificate identifying them as_limited Partners__unn__desc_r_lb|_ng their
eonrihiitjoiis was not filed cnilemjionineoasly with tlieir lulmissinli to the partiiers]iip~Kiic)i liability
enninit arise_under tin1 lilHfi Acl fiernnac nucli liifnriimlinn is nut required to” be staleil jn the
certificate; . Reverlliejess,~71ie lilith Act retplin paragraph (uI) ticcausc it w protective of parlner,
?‘”Ibe'lldtm”dlem from liahdity In the extent l4 provisions apply, 3 docs not rreale or impose miy
iability.

Paragraph (0 is lidded in the lilHfi Act tn prnviile explicit statutory recognition of the comman
practice of restating an amende) certificate of limited partnership. ~ While a limited parlncrsliip
liei-King to iiiiicnil 1 rerlificali- of limited parTiicrdiip Ilme/ ilu so Py recuriliiig a restated certificate
wljirlii incmpnralcs tin- amendment, that is hy no means fhc only purpose or function of a icsaiid
certificate, which may lie filed for the sole purpose of respiting in a single integrateil Inslruineiit all
tlie provisioiia of a limited partnership’s certificate of limited ‘partnership which are then in effect.

§ 2113. Cancellation of Certificiitu

A certificutu of limited partnership shall he cancelled upon the

partners. A certificate of cancellation shall he filed in the office of the Secretary of State
anil set forth:

(1) the name of the limited partnership:
(2) the date of filing of its certificate of limited partnership;
(3) the reason for filing the certificate of cancellation;

(4) the effective date (which shall he a date certain) of cancellation if it is not to he
effective upon the filing of the certificate; and

(5) any other information the general partners filing tlie certificate determine.

COMMENT

Section 203 changes Section 21 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".

dissolution and
commencement of winding up of the partnership or at any other time there areno limited
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§ 201. Execution of CcrllficnlcH
(a) Each cerlifirale required )>y this Article lo ho filed in Iho office of the Secretory of
State shall lie executed in the following manner:

(1) an original certificate of limited partnership muni he signed hy all general
parihero namml therein;

(2) a cerlificale of amendment must he aigneil hy al leant one general partner and hy
each other general partner deoignaled in the cerlificale an a new general partner or
whoso o.onlrilmllun is dosenhod as having boon inoroasod; and

(3) a cerlificale of riuirclinluiii most be olgned hy all general parlncriij.

(h) Any perHtin may aign a cerlificale hy an allorney in l'act, hill a power of alloraey to
tiiga a certificate relating In Ihe admia.sion, or iacroasod emitillinium, of a general partner
nmol Hpecifically tleacrihe the a'lmiaaion or ineroaso.

(<) The execution of a certificate hy a general partner eonxlltilicH an affirmation under
Ihe penalties of perjury that lhe facts staled therein are Irtte.

COMMENT

Section 2111 collects in one place the formal requirements for the execution of rertifientoa whieh
were aet forth in Sections 2 and 2fi of the prior-uniform law I")Hi Ad. Those sections required that
each certificate he signed hy all partners, and there devclopt'dTm unnecessarily eumhersuiiie practice
of having each limitéd partner aign Bowers of attorney to authorize the general partners to execute
certificates of amendment on tlieir belmlf. The 1% Aid, while simplifying the execution require
moots, nevertheless required that an original certifiigale of fimileil partnership he signed hy all
partners anil a certificate of amendment 2 all _partners being admit! _in “tlie_limileil
partnership,.. However the certificate oflimite Rartnersmp is no_lungér required TiTTiiglnle the mum
or capitarciiiilriliutiim (_)f_anY limileil partner. Therefore, while tin111)66 Act still requires all general
partners_to sign the original certificate of limileil partnership, un limited Ipartner is required to sign
nny certificate, _So»t_m|s—2<_hl_4n_Kuret>—VI|a¥—ettoh—)|ar_tn«F—n|U I,-sign-a-<'Mrlifuiate-whMn he-iiecjinies-a
>artn«r—xm-whois-tlio-oortjfisiiUis—r«n«it-»ny=tmifoaso-in-ns-X.hligittioo—to-oiaks-xamtcihuUniis,
Certificates of amendment are required lo lie signed hy only one general partner, and all general
F,artners must sjgn certificates of cancellation. _Sedion-ii04-ppiluliil*-lilanksi-|H!wers~(if aUoniey-for
[1tf-exocutton-of-tisrtificatee - In-many -asusrsinoB-dtoso-oomlilutisminUir-whiah a-parthec-isHsipiirs.|
U>—s,|gn—IS|vs_—In|<|n—narrow(||l—t0—C|r<|uu|stanoss—of—s|H<<<|aI—|m|H|Ftanm—to—U|at—g|rIn|![. The former
re[iun_ement in the 1916 Act that all certificates be sworn was deleted in the 1976 anil 1986 Acts as
EO entially an unfair traP for the unwary (see, e.g., Wisniewski v. .hlimsiin, 223 Va. MI, 266 S.E.2i]
22 119621); in its place! paragraph (c) now provides, as a matter of law, that the execution iTf a
certificate " liy a gleneral partner subljec,t,s him tn the penalties of perjury for Inaccuracies in the
certificate. j);m-I>ssi>-confinwl-to-sfalsii)enU-liy-lInsgsiisral-[strtOHr«r-rscognizing-<liat-tho- limilsil
partneFks-rote-is-HvdimtUHi-one,

§ 205. Aniendnient-«r-Cance*,-.;ion Execution hy Judicial Act

If a person required by Section 204 to execute a any certificate of-amendment-or
cancellation fails or refuses to do so, any other partneFraiidany-aKKignee-of-a partnership
interest., person who is adversely affected by the failure or refusal, may petition the
[designate the appropriate court] to direct the amendment-or-canc-ellation execution of the
certificate. If the court finds that tha-amendment-or-cancellation is-propeF it is proper for
the certificate to he executed and that any person so designated has failed or refused to
execute the certificate, it shall order the Secretary of State to record an appropriate
certificate of-amendment-or-eaneellation.

COMMENT

Section 205 of the 1976 Act changeds subdivisions, () and (@) of Section 25 of the 1916 Act prior
uniform-low by confining the persons who have standmg to seek judicial intervention lo partners and
to those assighees who were ere adversely affected Dy the failure or refusal of the appropriate
persons lo file a certificate of amendment or cancellation. Section 205 of tlie 1965 Act reverses that
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restriction, and provides that any person adversely affected hy a failure or refusal to file any
eerlifii'alii (lint only u certificate of riiiicellatiini nr nincmImeiit) luiiT standing In
mtci vent mu

(G 2116. Piling lu Office uf Secretory uf Klulc

(a) Two signed eiirlen nf the certificate uf limited parlneriihip and uf any certificates uf
imiPiidmcnl nr eaueellalinu |nr uf any judicial decree uf iiinciuimcMt or eancellatiim) shall
he delivered In the Seerelnry uf Stale. A pertain who exeeitlen a eertifienle an an agent or
fiihiiTary need nut exhihil evidenee nf his |ur her| aulhnrily an ii prerequiiiile lu filing.
ltilesH Ihe Seertditry nf Stale finds lhat any certificate dues no! conform In law, upon
receipt of all filing fees required liy law he jor shc| shall:

(1) endorse on each duplicate original IThe word "Piled" ami the day, month, and year
of lhe filing thereof;

(2) file one duplicate original in his [or her| office; ami

Cl) return the oilier ihipliettle original lo Ihe person who filed it or his [nr lier|
represchlalivo.

(h) Upon Ihe filing of a certificate of amendment (or judicial decree of niiicndmenl) in
the office of lhe Secretary of Slate, tin* certificate of limited partnership shall lie amended
its set forth therein, an | upon the effective date of a certificate of cancellation (or a
judicial decree (hereof), lhe cerlificale of limited partnership is cancelled.

COMMENT

mSiTlin 266 is itww. first npiicam! in the 1976 Act. In nihlilimi til providing mechanics for the
central filing system, Ihe secuml sentence of this section tines away with the requirement, formerly
imposed hy smite lurid filing officers, that persons wim have executed certificates under a power of
attorney exliilr. executed copies of the power of attorney itself. Paragraph (h) changes subdivision
(5)of Section 250fthe gtrlor uniform low 1916 Act hy providing that certificates ofcancellation are effective
upon tlieir effective date under Section 212

§ 2(17. Listhilily for False Statement in Cerlificale

If any certificate of limited partnership or certificate of amendment or cancellation
contains a false statement, one who suffers loss hy reliance on the statement may recover
damages for the loss from:

(1) any person who executes the certificate, or causes another lo execute it on his
behalf, and knew, and any general partner who knew or should have known, the
statement lo he false al the time the certificate was executed; and

@) any general partner who thereafter knows or should have known that any arrange-

ment or other fact described in the certificate has changed, making the statement
inaccurate in any respect within it sufficient time before the statement was relied upon
reasonably lo have enabled that general partner to cancel or amend the certificate, or lo
file a petition for its cancellation or amendment under Section 205.

COMMENT

_Section 207 rimngcs Section fi of the prior-uniform-law 1916 Act hy providing explicitly for the
liability of persons wim sign a certificate as a%ent under a power of attorney and hy confining the
obligafion to amend a certificate of limited partnership in light of future events to general partners.

§ 206. Scope of Notice

The fact that a certificate of limited partnership is on file in the office of the Secretary
of State is notice that the partnership is a limited partnership and the persons designated
therein as limited general partners are limited general partners, hut it is not notice of any
other fact.
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COMMENT

Section 208 ig-now firm aimcenrcd in the 197(i Act, nnil rofom-il lo the certificate's %g%viding
constructive notice of the slatim as lirrvted imrtnein of tliose so identified therein, The 1885 Acts
deletion of anyrequirement that tlie certificate nnme limited partners requires tlint Section 208 lie
modificil accordingly.

) B'Y sta,tinq.thnt tlie filing of a certificate of limited pnrtneraliig only results in notice of the genera}
limited liabi |t9/ of the general limited partners, it Section 208 obviates the concern that third parties
may be held fo have notice of apecinl E),rovlsmns set forth In the certificate. While this section is
designed to preserve by implication tlie limited liability of limited partners, the notice implicit
Brotectmn_prowded is not intended to change any liability of a limited partner which may be created
y Ills netion or innction under the law nf estoppel, agency, fraud tr the like.

§ 209. Delivery of Certificates to Limited Partners

UEon 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.

ARTICLE 3
LIMITED PARTNERS

§ 301. Admission of Additional Limited Partners

(@ A person becomes a limited partner:
8 at the time the limited partnership is formed; or _ .
() atany later time specified in the records of the limited partnership for becoming a
limited partner.
(@)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.

() in tlie case of a person acquiring a partnership in"eres| directly from the limited
partnershlp, upon compliance with the partnership agreement or, if the partnership
agreement does not so provide, upon the written consent of all parine.-s; and

() 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 assuI;nee 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.

bIxHTies-AimiUiil-parUier-only-iipoii-auieiidmeritr-oL-tlift-certificatfc-ofUiimtwI-fiarbikirsliip
wflecting-ihat-facL

COMMENT

Section 301(a) is new;. no countoniart was found in the 191G or 197C Acts, Tlib section imposes on
the_nnrtnershirl an obligation_ to. maintain in Its records the date each limited partner becomes a
limited partner. Underthe li"iti Act, one cquld not become a limited partner until an appropriate
certificate reflectln_(ll his status as such was filed with the Secretary of Stale. Because tlie 1J8n Act
eliminates the neeiTto name limited partners in llic certificate of fimited partnership, an alternative
mechanism had tn be established to evidence the fact and date ofa limited partner s admission,— |_ne
Part,ne,rsh|F records required to be maintained under Section 106 now serve that function, subject’lo
he iinilLTtibn that no'person may become a limited partner before the partnership is formed (Section
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Subdivision gl) of Section 301(h)301(b) adds to Section 8 of the prior-uniform law 1»I(j Act an explicit
recognition of the fact that upanimous consent of all Rar[n,ers is required for admissi m of new limited
parthers unless the partnership aﬁreemem provides otherwise. Subdivision (2)is derive *from Section 19
nfthe prior uniform law HIM! Act Aut abandaons the former terminology nf “substituted lin ‘led partner.”

§ 31)2. Voting

Subject tn Section !l{li, (lie partnership agreement may grant to nil or n specified group
of the’limited partners the Tight o vole (orf a per capita or oilier basis) upon tin* mater.

COMMENT
Section 102 is-new, first appeared in Ihc 197} Aet, and must be rend together with subdivision
(blIfdllil of Section HCH  Although the prior uniform-low 11IHi Aet did not speak specifically of Un-
voting powers of limited partners, it was is not uncommon for partnership agreements to grant such
powers to limited partners. Section 8112 is designed only lo make it elear that the partoe.slop
agreement ma grant sijeli power to limited partners. “If surli powers are, ?ranted lo limited
partners beyond Ibe "safe harbor" of subdivision (Ii) or 18) of Sectinn HIKIINHM, a roiirl may (but orcourse
need not) Imld that, under Ihe circumstances, the limited partners have participated in "control of ilie
business” within the meaning nf.Section 803(u). Sth|on.'I()S(‘c)*,umnymcunsma_kesclear,that the exercise if
Bowers beyond the ambit of Section 3li:t(li) is not ipso facto 10 tie taken as taking part in the control of tli
usiness.

§ 303. Liability lo Tliinl Parties

ﬁa) Except as provided in subsection (|q, a limited  partner is not liable for the
ob qatlons of a limited partnership unless lie éor sliej is alsg a general partner or, in
addition to the exercise of his [or her) rights and powers as a limitéd partner, lie [or she]
takes-part participates in the control of the business, However, if the limited partners
nlartlmpatlon partner participates in tlie control of the business is not-substantially-tim

mtsas-tlie-oxeroise -nf-,t-ha-pawers-nf-_a-%M||waI-partner, lie [or she) is liable only to
persons who fransact business with the limited partnership willgactual-knowledge-of-liis
Partlupanon-ln-cnntrol reasonably believing, based uponthe fimited partner's conduct,
hat 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:

() being a contractor for or an agent or employee of the limited partnership or of a
gegoergicl) rg%(r)trqgr or heing an officer, director, or shareholder of a general partner that is
() consultihg with and advising a general partner with respect to the business of the
limited partnership;

(*)) acting, as surety for the limited partnershiﬁ,or guaranteeing or assuming one nr
more specific obligations of the limited partnership;

(1) Fgrnviiig,—or-disa gro_vin -aii-_anienilmeiit.-HMIithi'Iiieriniji-a reeitient takin
any ‘action required or ‘S rmitted by jaw lo bring or pursue a derivative action in th
right of the limited ilartnersmji; or

lif-voUiig-on-oiie-or-more-of-Uie-followiiig-matterg;

f? requesting or attending %meetmg of pbartners; ) ‘h

li) proposing, approving, or disapproving, by voting or otherwise, one or more of the
fo V\}IJHQP mattgers:pp d PProving, By ¥otng

() the sale, exchange, lease, mortgage, pledge, or other transfer of all or substan-
,tt|aLy all of the assets of the limited partnership other-than-in-Uinanlinary-couwe-nf
its-Businew;;

S) the dissolution and winding up of the limited partnership;
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(iii) tinl incurrence of Indebtedness liy tin* limited partnership oilier than in tinl
nrilinary course of its linsini'.ss;

(iv) a change in the nature of the business; or

(v) the jL'iub'U't'UII reinnviil nf a general partner.;

(yjj the admissiim or reinnval nf a limited partner;

(vii) a transaction involving tin actual or potential conflict nf interest between a
general paritier ami the limileil partnership”or the lirnitetl tmrtners;

(viii) tin aineiulnient to the partnership agreement nr eertifieate nf limited parttier-
ship; nr

(ix) matters rela’c(l tu the husiness of the limitoil partnership not olliorwise
euiiinerateil in this subsection (I>h wliieli the partnership agreement states in writing
may tie subject to the approvalor disapproval of IImitelJiiarlucrs;
(7) winding up the limited partnership pursuant to Section HUH, or
(S) exercising any right or power permitted to limited partners under this |Act| and

not speeifieally eniimerated in this siiliseetiinTTh)-

(e) The enumeration in suhscclion (It) does not mean that the possession nr exercise of

any other powers hy a limited partner constitutes participation hy him |or her) in the
business of the limited partnership.

(d) A limited partner who knowingly permits his [or her) name tu he used in the name

of the limited partnership, except under circumstances permitted by Section 102(2), is
liable to creditors who extend credit tu the limited partnership without actual knowledge
that the limited partner is not a general partner.

COMMENT

Section 303 makes several important changes in Section 7 of the prior uniform-luw Itllli Act. Tlie first
sentence of Section 303(a) carries over-tlie hasic Ut*t-friim-foriiier!seeliiin7— whellieMtiedililited pnel ner
-takeftmri |nII|eeonIr0I—nflhebusmoss"—|norderln|nM|rQIPBtpld|e||d|IeC|e|0|KH|nqeftl|e riorimifiim
low remain applieable-lotbe-extontnot expressly changed differs from the text of Section 7orthe Itllli Act
inthat it sneaks ofparticipating (ratherthan taking ?.ar in the control ofthe Ims'liess; 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 interpreting thi-pHrasc "takes part in the control ofthe husiness" under tin*
prior uniform "law will remain applicablctu the extent that a different result is not called fur b¥ other
provisions 0) Section 303 and other Provmons of Ihe Act. The second sentence of Section 0'1() reflects a
wholly new “onccptf-Heeauso in the 197G Act that has been further mollified in the IiHi Act. It was adopted
J)artly.bemuse of the difficulty ofdetermining when the "control" line has been overstepped .!Iwn“sl-hou%hl
tunfairtoim Q_Qe|'eneraIR_mrIne_rW|ab|I|Iy0| BdimilerliKirtner-exeepModieAxteiiunnNrtljiwkiiurtydrBd
k_nowIedgeM§f|||(V|X|rtk;[, itdoi>in control'ofthelnisinesa-Qirthe otlier-liimilrin orderlo.ovoid |heriliittiiig o
linnte4-partrkn--pH;Koreiae-Bl)-oLthe-powers-of-ngenerutgiartneF -while-avoidingaMy-direetHloaliiiga-wilh
4Innhpartieer tHe-"w-not*ubotonUally the-somo as" testw as-intfodueed but also (and more |mportam|y[)
becauseofa determination that it isnot sounc’ public policy to hold a limited partnerwho isnotalsoa genera
i)_ar_tner liable for the obligations of the partnership except to persons who have done husiness with the

imited partnershi .re.asonab!jy believing, based on ihe limited partner's conduct, that he is a general part-
ner. Paragraph (b)plsmtende to provide a "safe harbor" by enumerating certain activities which a limited
partner may carry on for the partnership without being deemed to have taken part in cantrol of the busi-
ness. This "safe hiarbor" list has been expanded beyond that set out in the ID7(i Act to reflect case law and
statutory developments and more clearly to assure that limited partners are not sub{ected,to general
liability where such liability |sma_propr|ate._Paragraph (d) is derived from Section fiof the prioruniform
jaw PJUi Act, but adds as a condition to the limite Eartner'_s liability the fact-repuirement that a limited
partner must have knowingly permitted his name to be used in the name ofthe limited partnership.

§ 301. Person Erroneously Relieving Himself [or Herself) Limited Partner

(a) Except as provided in subsection (b), a person who makes a contribution to
business enterprise and erroneously but in good faith believe;, that be [or she] lias become

LIMITED PARTNERSHIP ACL

a limited partner in the enterprise is not a general partner in the enterprise and Is not
bound by its obligations hy rcnaon of making the contribution, receiving distributions

from the enterprise, nr exercising any rights of a i‘62‘3§387‘ r, if, nil ascertaining the
mistake, lie [or she):
(1) causes an appropriate cerlificale of limited partnership or a certificate of ameiiih
mcnl to be executed and filed; nr
(2) withdraws from future eipiity participation in the enterprise by executing and
filing in the office nf Ihe Secretary nf State a certificate declaring withdrawal under
this section.

(h) A person who makes a contribution of lhe kind described in subsection (a) is liable
as a general partner tu any third party who transacts husiness with the enterprise (i)
before the person withdraws and an appropriate certificate is filed lo show withdrawal, or
(ii) before an appropriate eertifieate is filed to show his status as a limited pariner-and, ill
tin* case of an ain«lldmwitl-afU*r expiration nfthe-.'10-day-poi‘ind for filing an amendment
relating-t« the-persim as a limited parinor-uiidnr-.Sw.linn-202 that lie [or she]| is not a
general partner, lint in either case only if the third party actually believed in good faith
that the person was a general partner at the time of the transaction.

COMMENT

Hrvtiiiii titl is derived from Seeiimi Il of the Pnor—,unlform law. Itllli Art. The "good faith"
requirement lias been milled in the first sentence nf Section 31_O(a?. The provisions nf subdivision (2)
of Section 301 hg are intended to clarify an ambiguity in the prior law by providing that a persan who
chooses to withdraw from the enterprise in order to protect himself from_ liability is not required tn
renounce any nf bis then current inferest in tlie entergmse,s».lpng as be lias no further participation
as_an equity participant. Paragraph (it) preserves the Ila,b|lla/, nf the equity participant i)_uor to
withdrawal (and afmi“thMiinw.fnr-»pprupriaU*-auiendinenC-iit-Uie-euee.<if-a Jiinited parlncrsliip) bz
.such person from Hie limileil iiartnersliin nr amendment to tin; certificate di‘iinnisiraling that suc

Ber_sor] is nut a_general iiartner tu any third party wim has transacted business with ‘the person
elieving in gimil faith lliat be was a general partner.

Evidence strunglv suggests that Section It nf the IHi Aet and Section 3)L nf the 167 Aet were
rarely used, andone might expect that Section 31 nf the PIS) Act may never have to lie iisc.T
Seetiun Il of the lillti Aet and Section 301 nf the 1371i Aet could have beéen used by a person wim
invested in a limited partnership Ind|c¥|r]g lie wiiuliT lie a iimileil partner but wim was not identified
as a limited partner in tlie certificate of limited Fa,rlncrslnp. However, because the I'IHfi Act dues lint
require limited partners In lie named in the certificate, tlie only situation tn which Seetiun 301 wniili]
now appear tu he applicable is one in which a person infending to be a limited iiartner was
erroneously identified as a general partner in tin; certificate.

§ 3115. Information

Each limited partner has the right to;

(1) inspect and copy any of tin; partnership records required to he maintained hy
Section 105; and

(2) obtain from the general partners from time to time upon reasonable demand (i) true
and full information regarding the state of the husiness and financial condition of the
limited partnership, (ii) promptly after becoming available, a copy of the limited partner-
ship’s federal, state, and local income Lax returns for each year, and (iii) other information
regarding Ihc affairs of tlie limited partnership as is just 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. 1110 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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mSeelion 307, which should In- roml together with Seetiun 10lilld. provides a mcclmmnn for limliril
liiirlniTW lo <ifiUim~li7fiiriiiii(li)ii iilwut Hip iinrincinliln uncfiil t« tin-m in nintiiik dMisiuim imneernmg
1iil [>arlnmriii> mill tlicirinvcntminta in It Its mirimm' Is imt to limyTdc a nn'i-Imiiimn /or
(oinjMHii.iru nf dlI' pmTnrn.hip nr iithrr.i having mtrrest.s nr agendai adverse In 1Kk* ji.irtnvrniliji’n In
subvert llii' partrership's hitmuss. IHis ... tiit I'ninlawill prelect limited partrerships from

iilmsi'n mill ulU'iiiiitn lo misuse Section ZH)7 for impreper |iiir|Hn'S.

ARTICLE 4
(JENKItAI, PARTNERS

§ tut. Ailmission nf Atlditioiml| (eYucriil furliicth

Ai(it tin’ filing of it limili'il Jiartncrhliili’t original ci-rtifirnle of limited pnrthcridiip,
iiililitiimal general [i;trllii*r.s limy lie ililmittetl only as provided in writing in the partnership
agreement or, if tliepartnership agreement does not. provide in writiug for tin* admission
of ndiiitionnl i;enei''il imrtners, willi tlie sptmifio wrillen eonsenl of eavli-|taritWF n]J
parttiers.

COMMENT

Section Mt is ileriv el from, hill ri‘jiresiTits a significant departure fruin, Sertion ll(IHi") of tlie prior
uniform-law 1MI(i Act ami seetiun -lll of the I)7li Aet, which reipiireil, and caiiiwt ovor-tlie
uuwaivable requirements that-alUimiUHI-iMrtimi-=* inuKt-enmnml as a conililinn to tlie folinission of an
additional general iiartner, that all limited Mariners consent and Ilial Much consent must spiTifically
identify tlie general partner involved. Section 401 of tlie IttHfi Aet iimvidea that, tin; written
partnership qFreement determines the procedure for authorizing tlie admission of additional general
imrtners, anil that the written eonsenl of all i rlners is reimireil only when the parliiersliip
agreement fails to address the iiiiestion.

§ 102. 10vents of Withdrawal

Except as approved by the specific written consent of all partners at tlie time, a person
ceases lo be a general partner of a limited partnership upon the happening of any of the
following events:

(1) the general partner withdraws from the limited partnership as provided in Section

(2) the general partner cutises to he a member of the limited partnership as provided in
Section 702;

(3) the general partner is removed as a general partner in accordance with the
partnership agreement;

(1) unless otherwise provided in writing in the certificate of-limiUal partnership agree-
ment, the general partner: (i) makes an assignment for the benefit of creditors; (ii) files a
voluntary petition in bankruptcy; (iii) is adjudicated a bankrupt or insolvent; (iv) files a
petition or answer seeking for himself [or herself] any reorganization, arrangement,
composition, readjustment, liquidation, dissolution, or similar relief under any statute,
law, or regulation; (v) files an answer or other pleading admitting or failing lo contest the
material allegations of a petition filed against him [or her] in any proceeding nf this
nature; or (vi) seeks, consents to, or acquiesces in the appointment of a trustee, receiver,
or liquidator of the general partner or of all or any substantial part of his (or her]

properties;

(5) unless otherwise provided in writing in the curtificate-nf-liroited partnership agree-

ment, [120] days after the commencement of any proceeding against the general partner
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seeking reorganization, arrangement, composition, readjustment, liquidation, dissolution,
or similar relief under any statute, law, or regulation, the proceeding bus not been
dismissed, or if within [DO] days after the appointment without his |or her] consent or
acquiescence of Il trustee, receiver, or liquidator of Ihe general partner nr of all or any
substantial part of his |or her] properties, the appointment is not vacated or stayed or
within (DO| days after lhe expiration of any such stay, the appointment is not vacated;

(®) in (lie ease of u general partner wim is a natural person,

(i) his |nr her] dcnlli; or

(ii) he entry of an order hy a court of competent jurisdiction adjudicating him |or
her] incompetent lo manage his |[nr her| person or his [or her| estate;

(7) in lhe case of a general partner who is acting as a general partner hy virtue of
being a trustee of a trust, the termination nf the trust (hut tint merely the substitUion of
a new trustee);

H) in the case of a general partner thal is a separate parliiersliip, the dissolution and
commencement of winding up of the separate partnership;

(D) in the case of a general partner that is a corporation, the filing of a certificate of
dissolution, or its equivalent, lor the corporation or the revocation uf its charter; nr

10y in the case of an estate, the distribution hy Ihe fiduciary of (lie estate’s entire
interest in the parlncrsliip.

COMMENT

Seetiun 1(12 expands couNidrr,uM%/ the provisions of Section A1 of the prior-uniform-law IDIli Act,
which provided for dissolution ill the event of the retirement, death or insanity n! a qeneral,partner.
Subdivisions (1), 2) mill () recognize thal the general partner's agency relationship Is terminable at
will, although 1l iay result lu a hrench nf the partnership agreement g:vmg rise to mi iiclinn fur
damages. Subdivisions (I) and (7) reflect a judgment thaf, unless the limited partners agree
otherwise, they ought to have the power to rid themselves nf a &en.eral partner who is in such dire
financial straifs that he is the subject uf proceedings under the National bankruptcy Aet (Tide nr a
similar provision nf law. Subdivisions (G) through 80) simply elaborate on the notion of death in Ihe
case of a general partner wim is not a natural p?rson. Of—c%urse, Ihf_—,addmun,of—lho war,Island in
Om-partiiMrohil>-sigrmmmn|2-w;M-1Hit-inU>nded-lo-c,uggestr-thHUliahilitie<r4o-Iniril- K rtiea-oould-4H<
affwU ‘d-hy-|irovisioiiK -in-the-[>»rtnorohip-agrwmwnt. - Subdivisions 1) anil (®) differ from their
counterparts in tlie 10711 Art, reflectlntg the policy underlying the tints fevision of ScctionliOl. that
the partnership agreement, not tnc cerfificate uf fimited partnership, is the afgpro,prlate document for
setting out most provisions relating to the respective pnweis, r|.?hts and obligations of the partners
inter se. Ahhough Ilic partnership agreement need not he written, the I'ISS Act provides that, lo
protect the partners from fraud, thesé and certain oiher particularly significant provisions must he
set out ill @ written partnership agreement to he effective for the” purposes described inThe Act

§ 103. (teneriil Powers and Liabilities

(a) Except as provided in this [Act] or io the partnership agreement, a general partner
of a limited partnership lias the rights and powers anti is subject to the restrictions of a
partner in a partnership without limited partners.

(b) Exci.it as provided in this [Act], a general partner of a limited partnership has the
liabilities of a partner in a partnership without limited partners to persons other than the
partnership and the other partners. Except us provided in this [Act] or in the partnership
agreement, a general partner of a limited partnership has the liabilities of a partner in a
partnership without limited imrtners to the partnership and to the other partners.

COMMENT
Section -103 is derived from Section 1)(1) of the prior-uniforin-law, Ifllti Act.
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9 Ini. (nnlribulloini liy (lenvrnl Partner

A general |ijirtnrr of a limited [iarIm “rfiliii may make I'onlributiiins In the partnership
anil aliiire In Hie |>ri>fitn uiel losses nf, iiml in distributions frnm, the limileil partnership an
a general partner A general partnc.- alnn may make contributions In anil nliarc in
profiln, losses, anil ilinlrilnilliilm ail a limileil partner. A person who in linth a general
pariner ami a iimileil partner has the rights anil powers, ami is suhjeel to lhe restrictions
ami liabilities, nf a general partner ami, except an proviileil in lhe parliiersliip agreement,
al ii has the powers, ami is subject In the restrictions, nf a limileil parlner In lhe extent of
Ins (nr lin j parlieipatinn in (lie partnership iis a limileil pariner

COMMENT

Sit Imu HI| |» iletiveil final Seetiun 12 n( the pnnr iililfnriil law Itllli Ael anil makes elear that (lie
parliiersliip apreenienl may prnviile llial a general partner wim is also a limileil partner may exercise
all nf llm piiwerti nf a limileil pariner

§ 15 Voting

The partnership agreement may grant to all or certain identified general partners the
right tn vote fun a per capita nr any other basis), separately nr with all or any class of the
limited partners, on any matter.

(, iMENT

Sei'tinn 105 in new first appeared in the 1951) Act and in intended tn make it dear that the Aet do n
mil mpnm [Ihill the limileil partners have any right tn vote nil iimtlern as a Krpiirnll! dims.

ARTICLE 5
FINANCE

§ 501. Form of Contribution

The contribution of a partner may he in cash, property, or services rendered, or a
promissory note or other obligation to contribute cash or property or to perform services.

COMMENT

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

§ 502. Liability for Cunlrihiition
(a) A promise liy a limited partner to contribute to the limited partnership is lint
enforceable indess set out in a writing signed hy the limited iiartner.

falfh) Except as provided in the certificate-of-limited partnership agreement, a partner
is obligated to the limited partnership lo perform any enforceable promise to contribute
cash or property or to perform services, even if he [or she| is unable to perform because
of death, disability, or any other reason. |If a partner does not make the required
contribution of property or services, he [or shc| is obligated at the option of the limited
partnership to contribute cash equal to that portion of the value, as stated in the
wrU fieate-nf-limital partnership records required to lie kept pursuant to Section 105, of
the stated contribution which has not been made.

(b)(c) Unless otherwise provided in the partnership agreement, the obligation of a
partner to make a contribution or return money or other property paid or distributed in
violation of this fActj may be compromised only by consent of all partners. Notwith-

2
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standing the etunprnnnic, a creditor of a limited partnership who extends credit, or wdimm
claim arises, otherwise acts in reliance on that obligation after the filing of Urn enrtificate
nf limited partnership nr an anmndnniiil thereto partner signs n writing which. In either
case, reflects the obligation, and before the amendment nr caneellatinn thereof to reflect
the compromise, may enforce the original obligation.

COMMENT
_Section 502(a) is newijl hie". Mueeiinleipact ill tlie 19111or 19711 Ael. iti'cimse, unlike the prior uniform
ill'll. the Ilisr, Art dees lint require thal promises In I'tinlrihiiie cash, properly, or -ervires ho described in
(lie limited partnership eertlfieale. In pielect againa fraud it requires in load ih.il .lIrli important piam
isMHlie in asigned writjug.

Alllioiigli Seelinn 17,‘1)Qflhp“pr|m niiifiiriii law 19]1i Ael regiijred a [i;irtni'r to fulfill Ins promise to make
euiitriliiiliniiii, tlie ulliliini ofiiiiitnInitimitiill tIn*ronii of a |t inniii- to reinlt-r r.i'T'vlei'ejiii".jumt|i:il a partner
wim is unable to perform those servieeii Imejiiimi*uf ileuili nr illsalulity as well iii hegiiiine uf an intentinn.il
default is required In pay the easli value nfllie services miles™ [lie certifiwilc of limileil put IniTidbppurtm'r'
slajd agrei‘ini'nl provides otherwise.

Sillnlivisiiuilli)(r) is ilerived flulu, lull expands upon, Seel Inn 17(5) oft lie pi mi nniliii'ni liiw Itl11i Aet

$ 5115. Sharing nf Profits nml Losses

The profits and losses nf n limited partnership shall lie allocated among the partners,
and among classes uf partners, in the manner provided in writing in the partnership
agreement. If the partnership agreement dues not so provid" in writing, profits ami
losses shall lie allocated un the basis uf the value, as slated in the certificate of limited
partnership records required tu lie kept pursuant to Section HIS, of tlie contributions made
by each partner to Tfie extent they have been rcemveiniy the partnership ami have not
been returned.

COMMENT

.Section 505 is new first appeared in the I!I7(i Act. The prior uniform law 10111 Aet did
not provide for the basis on whieiT partners would share profits and losses in the absence
nf agreement. The 11)8 Ad differs fruin its counterpart in the 11)70 Act by requiring
that, to lie effective, tlie partnership agreement provisions concerning allocation nf profits
ami losses he m writing, and hy its reference to records' required tu he kept pnrsnaill hi
Section 105, the latter reflecting tlie 11)H5 changes in Section 201.

§ 501. Sharing or Distributions

Distributions of cash or other assets of a limited partnership shall he allocated among
the partners and among classes of partners in the manner provided in writing in the
partnership agreement. If the partnership agreement does not so provide in writing,
distributions shall he made on the basis of the value, as stated in the cortificatiMif-limited
partnership records required to lie kept pursuant lo Section 105, of tlie contributions made
liy each partner to the extent they have fieen received hy the partnership and have nut
been returned.

COMMENT

Section 501 is-imw first amieared in the 197(1 Aet. The prinF-iuiifurm-law 1111 Act did nn! provide
for the basis mi which partners wonlit 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 AND WITHDRAWAL

§ QOl. Interim Distributions

Except as provided in tin's Article, n partner is entitled lo receive distributions from a
limited partnership before bis (nr her] withdrawal from the limited partnership and before
the dissolution and winding up thereof;

til to the extent and at the limes or upon the happening of the events specified in the
partnership agreement;- and

) if any distribution constitute; a roUirn-nf any-parl of-hikK-contrihuUon-under-.Soc.Uon

i;9Xe)rio the uxUmUind aU lio tiines-or-upon tho happonin(r-of-Unsovonto-s|tooified-in-tlra
c.orlificaU> of limited partnership.

COMMENT
Section Tilll is new first appeared in tiee I'l7li Act, 'l lll' 1H7/1? Act provisions have liecn nnnlifieil to
reflect the eliaimes mime in Section 201.

§ Cll2. Withdrawal of Uoncrnl Partner

A general partner may withdraw from a limited partnership at any lime hy giving
written noliee to the other partners, but if the withdrawal violates the partnership
agreement, the limited partnership may recover from tho withdrawing gc'ileral partner
damages for broach of the partnership agreement and offset the damages against the
amount otherwise distributable to hint [or her)

COMMENT

Section i02 is-new first ainioared in the I!)7ti Act, hut is generally derived from Section 28 of the
Uniform Partnership Act.

§ filkKl. Withdrawal of Limited Partner

A limited purtner may withdraw from a limited partnership at the time or upon the
happening of events specified in-Uie-coFUfkato-a>f-dimited-parU)erchi|>-and4n-aocord»n«t
with in writing in the partnership agreement. If the certificate agreement does not
specify in writing the time or the events upon the happening of which a limited partner
may withdraw or a definite time for tlie dissolution and winding up of the limited
partnership, a limited partner may withdraw upon not less than six months’ prior written
notice to each general partner at his [other] address on the hooks of the limited
partnership at its office in this otate.

COMMENT

Section 003 is derived from Section ]G(>) of the prior—uniform—ow 11)IG Act. The 17 Act
provision has keen modified to reflect the I)Hr>changes made in Section 2Ul. This section
additionally reflects the policy determination, also embodied in certain other sections of the 1UB5 Act,
that to avoid fraud, agreements concerning certain matters 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.
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§ Gill. Distribution Upon W ithdrawal

Except as provided in this Article, upon withdrawal any withdrawing partner is entitled
lo receive any distribution to which he (or site) is entitled under the partnership
agreement and, if not otherwise provided in the agreement, he [or she] is entitled to
receive, within a reasonable time after withdrawal, tho fair value of Itis [or her] interest in
the limited partnership as of the date of withdrawal based upon his [or Iter| right to share
in distributions from the limited partnership.

COMMENT

Section Gilt 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. Distribution in Kind

Except us provided in writing in the wrlifioate-of limited partnership agreement, a
partner, regardless of Cite nature of his [or Iter) contribution, has no right toucmand and
receive any distribution from a limited partnership in any form other than cash. Except
its provided in writing in the partnership agreement, a partner may not he compelled to
accept a distribution of any asset in kind front a limited partnership to the extent that tlie
percentage of the asset distributed to hint [or her] exceeds a percentage of that asset
which is etptal to the percentage in which he [or she] shares in distributions from the

limited partnership.

COMMENT

The first sentence uf Section liOG is derived from Section 10(3) of tie: prioF-uniform-law; I'HC Act;
it also differs from its cuunlcrtiart in the 1970 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 protecta limited
partner (and the remaining partners) against a distribution in kind ol more than his share of
particular assets.

§ CGIIG Right to Distribution

At the time a partner becomes entitled to receive a distribution, he [or site] has the
status of, and is entitled to all remedies available to, a creditor of the limited partnership

with respect to the distribution.

COMMENT

Section @G 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 eijuity risks of lhe
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 IC(4)|a) of the prior-uniform-law, 11>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. Limitations on Distribution

A partner may not receive a distribution from a limited partnership to the extent that,
after giving effect to the distribution, all liabilities of the limited partnership, olher than
liabilities lo partners on account of their partnership interests, exceed the fair value of the

partnership assets.

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

5
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§ fioH Liability (fpon Itclurn of Contribution

(a) If a partner has received the return of any purl of his [or her] contribution without

violation of tlie partnership agreement or this [Act], he [or she] is liable to the limited
partnership for a period of one year thereafter for the amount of the returned contribu-
tion, hut only to the extent necessary lo discharge the limited partnership's liabilities to
creditors who extended credit to the limited pnrtr -ship during tlie period the contribution
was held hy the partnership.

(h) If a partner has received the return of any part of his [or her) contribution in
violation of the partnership agreement or this [Act], he [or she] is liable to the limited
partnership for a period of six years thereafter for the amount of the contribution
wrongfully returned.

(c) A partner receives a return of his [or her] contribution to the extent that
distribution to him [or her] reduces his [or her] share of the fair value of the net assets of
the limited partnership below the value, as set forth in the corWfioat-o-of-limitod
partnership records repaired to be kept pursuant to Section 1Oft, of his contribution which
lias not been distributed to him [or her],

COMMENT

Paragraph (a) is derived from Suction 17(1) of the prior-uniforin-daw IDili Act, lint the one year
statute of limitations has been added. Paragraph (> is derived from Section 17121(h) of the prior
imiform-taw Ifllfi 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 !'>/<G Act to
reflect the 1985 changes mnile in Sections 105anil 201

ARTICLE 7
ASSIGNMENT OF PARTNERSHIP INTERESTS

§ 701. Nature of Partnership Interest

A partnership interest is personal property.

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

§ 702. Assignment of Partnership Interest

Except as provided in the partnership agreement, a partnership interest is assignable in
whole or in part. An assignment of a partnership interest does not dissolve a limited
partnership or entitle the assignee to become or to exercise any rights of a partner. An
assignment entitles the assignee to receive, to the extent assigned, only the distribution to
which the assignor would he entitled. Except as provided in tlie partnership agreement, a
partner ceases lo he a partner upon assignment of all his |or her] partnership interest.

COMMENT

Section 19(1) of the prior-uniform-law IDili 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.

i)
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§ 70,). Rights of Creditor

On application to a court of competent jurisdiction hy any judgment creditor of a
partner, the court may charge the partnership interest of the partner with payment of the
unsatisfied amount of the judgment with interest, To tlie extent so charged, the
judgment creditor has only the rights of an assignee of the partnership interest. This
[Act] does not deprive any partner of the benefit of any exemption laws applicable to his

[or her) partnership interest.

COMMENT
Section 703 is derived from Section 22 of the prior-uniform law 11iHi Act loil has lot carried over
some provisions timt 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 lhe
fiduciary obligations of general partners will determine those matters.

) 701. Right of Assignee In Heroine Limited Fortner

(a) An assignee of a partnership interest, including an assignee of a general partner,
may become a limited partner if and to the extent thal (1) (i) tlie assignor gives the
assignee that right in accordance with authority described in the <mrtificaU»-of-~limitod
partnership agreement, or (1)) (ii] nil other partners consent.

(b) An assignee who has become a limited partner has, to the extent assigned, the
rights and powers, and is subject to the restrictions and liabilities, of a limited partner
under the partnership agreement and this [Act], An assignee who becomes a limited
partner also is liable for the obligations of his [or her] assignor Lo make and return
contributions as provided in Articlo Articles > and (i. However, the assignee is not
obligated for liabilities unknown to the assignee at the time he [or she] became a limited
partner and-whi«h-«>uld-noH)e-aKc”rUined-froiiv-th(Mwrtifieate-of-limil«i-paFtn«rship.

(c) If an assignee of a partnership interest becomes a limited partner, the assignor is
not released from his [or her] liability to the limited partnership under Sections 207 and

COMMENT
Section 7Ul 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- 197(i Act to reflect the 19S5 changes

made in Redion 201.

§ 705. Rower of Estate of Deceased or Incompetent Partner

If a partner who is an individual dies or a court of competent jurisdiction adjudges him
[or her] to he incompetent to manage his [or her] person or his |or her] property, the
partner’s executor, administrator, guardian, conservator, or other legal representative
may exercise all of the partner's rights for the purpose of settling his [or her] estate or
administering his lor her) properly, including any power the partner had to give an
assignee the right to become a limited partner. If a partner is a corporation, trust, or
other entity and is dissolved or terminated, the powers of that partner may he exercised
by its legal representative or successor.

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 limileil partner was deleted as
superfluous, with no intention of changing the liability of the estate.
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ARTICLE 8

DISSOLUTION

§ MUL.  Nonjtidiclul Dissolution

A limited partnership is dissolved and its affairs shall he Wound up upon the happening
of the first to occur of tlie following:

(1) al tin! time specified in the certificate of limited partnership:

j2] or upon the happening of events specified in writing in the certificate-of-limited
partnership agreement;

(2)[3] written consent of all partners;

(3)(4) an event of withdrawal of a general partner unless at the time there is at least
one other general partner and the certificate—of—imited written provisions of the
partnership agreement permits permit the husiness of the limited partnership to lie
carried on by the remaining general partner and that partner does so, hut the limited
partnership is not dissolved and is not required to be wound up hy reason of any event of
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

entry of a decree of judicial dissolution under Section 802

COMMENT
faction 801 merely collects in one place all of the events causing dissolution. Paragraph (2) is
derived from Sections 0(1Mg) and 20 of tho prior-uoifornt-law, Il Act, hut adds the GOday grace

period. Section 801 also differs from its count rpart in the 1I7C Act to reflect the 1983 changes
made In Section 201.

§ 8112. Judicial Dissolution

On application hy or for a partner the [designate the appropriate court] 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.

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

§ 80.2. Winding Up

Except as provided in the partnership agreement, the general partners who have not
wrongfully dissolved a limited partnership or, if none, the limited partners, may wind up
the limited partnership's affairs; but the [designate the appropriate court) court may
wind up the limited partnership's affairs upon application of any partner, his [or her] legal

representative, or 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. Distribution of Assets
Upon the winding up of a limited partnership, the assets shall he distributed as follows:

(1) to creditors, including partners who are creditors, to the extent permitted by law, in
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satisfaction of liabilities of the limited partnership other than liabilities for liatrilmtionn to
partners under Section 001 or 004;

(2) except as provided in the partnership agreement, to partners and former partners ill
satisfaction of liabilities for distributions under .Section 001 or 001; and

(3) except as provided in the partnership agreement, to partners first for Ihe return of
tlieir contributions and secondly respecting their partnership interests, in the proportions
in which the partners share in distributions.

COMMENT

Section 8111 revises Section 23 of the prior-uniform law IDIII Act liy providing that (1) to the extent
partners are also eroditoni, other than in respect of (heir ioteresls in (lie parliiersliip, they share with
other 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.

ARTICLE i)
FOREIGN LIMITED PARTNERSHIPS

§ 901. Law Governing

Subject to the Constitution of this State, (i) the laws of the state under which a foreign
limited partnership is organized govern its organization and internal affairs and the
liability uf its limited partners, and (ii) a foreign limited partnership may not he denied
registration liy reason of any difference between those laws and the laws of this State.

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

§ 902. Registration

Before transacting business in this Slate, a foreign limited partnership shall register
with the Secretary of Slate. In order to register, a foreign limited partnership shall
submit to the Secretary of State, in duplicate, an application for registration as a foreign
limited partnership, signed and sworn to by a general partner and setting forth:

(1) the name of tlie foreign limited partnership and, if different, the name under which
il proposes to register and transact business in this State;

(2) the state State and date of its formation;
(T)-t4ie-geiwrahcharaeter-of-the-d»usineKi>-iUprn|>oees-t<>-transact-in-t4iis-SUvte;

(4) [3] the name and address of any agent for service of process on the foreign limited
partnership whom tlie foreign limited" partnership elects to appoint; the agent must be an
individual resident of this state State, a domestic corporation, or a foreign corporation
having a place of husiness in, mid authorized to do business in, this State;

(1t) (4 a statement that the Secretary of State is appointed the agent of the foreign
limitedpartnership for service of process if no agent has been appointed under paragraph
(4) (3) or, if appointed, the agent's authority has been revoked or if the agent cannot lie
found or served with the exercise of reasonable diligence;

(@) [5] the address of the office required to be maintained in the Stato state of its
organization hy the laws of that Slate state or, if not so required, of the principal office of
the foreign limited partnership; and
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(1) if-lhw<nrlifiuttW-nf-liiii*d partnership filwl in 4it«t-for«igndimilid paitnsi ship's statu
iif-organi*atWn--i«-nol-r«<Juirsid_ In- includo lli» nanios-ani-busiinisi-addroKsim-of- Umn
parlimrs, a list nf tho names and addrossos.

yDUU iiinn; iiml business address of each general imrtiinr; mid

(7) the address of tlie officel nl which in kept n list of tlie names and udilressea of the
limited partners nnil their capital contributions, together with an iifiJcrtukintt~I»y TEe

foreign limited partnership to keen tim.su records until tlie foreign limileiF partnership's
resistriitinn in iTniTState la cuncclleirTir witliilrnwii,

COMMENT

Section DU it. m*w, first appeinnl in tin* 117G Act. Il weh thought timl requiring n full cop%,ol tlie
certificate nf limited partnership nniTliir iiineriilnientn tliereto lobe filed in each slate in which the
partnersmlp does husiness would impose an_unreasonable burden on interstate limited partnerships
mid that The information nii-filo-witt. Secliim D12 reiiuired tn In; filed would he sufficient to lell

interested rpersons where they could write lo obtain copies of thuse hasic documents. Snhilivitiion 1)
of llii* 107li Act tins been omltled. and subdwlsmnslll'gmnl (7) differ from their counlerparla in the
111 Ael, tn rimforin these provisions rei.iTin" lo tlie registrationof foreign limited partnerships lo
the cnrrcsponiling chan?es.made liy the Act w The |irovismiiB~rehitiii(flii hnneiitiFlimiieii partner-
ships. The re%mremen tliat nn application for registrylion lie sworn to liy n general pnrtncr is
simply intended lo proihice the same result an is provide! for in Seetiun I|I|-!(%) with respect jo
certificates nfHinnosliclinijh'd partnerships; the acceptance and endorsement IV the Secrelnry of
mite Sor equivalent nutJmn_t_V) of nil application which was not swum hy a ?enera liartner should he
deemed a mere technical anij insubstantial shortcoming, and should not reaultTn the limited partners’
g&r&%)subjected to goner,ini-'thilitv for lhe obligations 1iFthoTnrcign limileil parliiersliip (jjee jieeliini
0).

§803. Issmmce nf Registration

(@) If the Secretary of State finds that an applicationfor 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; , , . o
(2 file io his (or her] office a duplicate original of the application; and
(3) issue a certificate of registration to transact business in this Stale.
(b[? The certificate of registration, to%;ether 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. Name

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

COMMENT
Section 90} is-new, first tippenred in the 1976 Act.

§ 905. Changes and Amendments

If an%/ statement in the application for reqjstration 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

0
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tin; office of the Sec[?ln of Slate u certificate, signed and sworn to hy n general
partner, correcting mil'll statement.
COMMENT

_ Section 81)0 to IttIW. first nppcurcd in the 1970 Act. i corresponds to tin; provisions nf Section
iWyic) relnling in ilnmuiitw liniiled parlm'inliips.

§ v Cnncellullnii of Registration

A foreign limited Partnersmp may cancel its registration hy filing with the Secretary of
Stale a ceértificate of cancellation signed and sworn to hy a general partner, A cnncélhi-
tion tines not terminal!" tin; authgrity of the Secretary of State to accePt service of process
on tin; foreign limited parliiersliip “with respect lo gclalms for relief] [causes of action]
arising mil uf lhe trammelinns nf business in this Stale.

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

§ 807. Truusiielinrt of lloHioes.s Without ltegislration

@ A forei%n liniled partnership transactingf husiness in this Slate may not maintain
é;/teactlon, suit, nr proceeding in"any court of this Slate until it has registered in this

an
St
() The failure of a foreign limited partnership to register in this State iloen not impair
lhe validity of any contract or act of the foreign limited partnership or prevent the foreign
IS|rtn||ted partnership from &k fending any action, suit, or proceeding in any court of this
ale.

(er)] A limited partner of a foreign limited partnership is not liable as a general partner
of the foreign limjted partnership solely hy reason of having transacted business in'this
Stale withoUt registration.

(i) A foreign limited partnership, hy transacting husiness in this Slate without re?istra-
tion, appoints the Secretary of State as its agent fOr service of process with respect to
g:tlggéns fur relief| (causes of aclion| arising out uf the transaction of business in this
COMMENT
Section 107 is-new. first appeared in the 1z Act.

§808. Action liy | Appropriate Official)
The [designate the appropriate official] may bring an actjon to restrain a foreign limited
partnership~from transacting business in this State in violation of this Article.

COMMENT
Section 81)3 itf-new. first a; ji. ared in tlie IN)7(i Act.

ARTICLE 10
DERIVATIVE ACTIONS

§ 1001. Right of Action

_ Alimited partner may bring an action in the ri%ht,ofa limited partnership lo recover a
judgment in'its favor if‘general partners with authority to do so have refused to bring the

3
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action or if an effort (o cause those general partners lo bring Ihe nctinn is not likely lo
succeed.

COMMKNT
Section Itllli ir-now. first nppoarcil in tinl 107(1 Ad

§ 10112. Proper I'ltiliillff

In a derivnlive lu'tion, (lie plaintiff iniist lie it partner at the time of bringing the ne'inn
anti (i) must have heen u partner at Ilhe time of tlie transaction of which lie |or she]
complains or (ii) his lor her| status arta parlner liml must have tlevnlveil upon liim |or her I liy
operation nfluw nrpursuant lo (he terms ofthc partnership agreement from nperson who wnsn
parttier al the time of the Iransnrlion.

COMMENT
Section loll" in new. first Hiilieari'i| in (lie lilVli Act
Slim.  rietiiikK
In a derivative action, the complaint shall set forth wilh particularity Ihc effort of the
plaintiff to secure initiation of the action hy a general partner or lhe reasons for not
making the effort.

COMMKNT
Section 1HKI it. new. first nlijieareil in tlie 197C Act.

§ 1)1)1. Expenses

If a derivative action is successful, in whole or in part, or if anything is received hy the
plaintiff as a result of a judgment, compromise, or settlement of an action or claim, the
court may award the plaintiff reasonable expenses, including reasonable attorney's fees,
and shall direct him |or lierj to remit to the limited partnership the remainder of those

proceeds received liy him [or her|.
COMMKNT
HWM if. imw. first nppi'aml in lht' 1070 Atft.

ARTICLE 11

MISCELLANEOQUS

§ 1101. Construction nnd Application

This [Act] shall he so applied and construed to effectuate its general purpose to make
uniform the law with respect to the subject of this [Act] among states enacting 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 1')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 LIMITED PARTNERSHIP ACT

$ 1102. Short Title
This (Art) may ho cited as (lie Uniform Limited Partnership Act.

5 110J. Severtihilily

If any provision of this |Ael| or its application to any person or circumstance is held
invalid, the invalidity doea not affect other provisions or applications of the [Acl| which
can he given effect without the invalid provision or application, and to this end the
provisions of this |Act| are severable.

§ |llll. Effective Dale, Extended Effective Date and Repeal
Excepl as set forth below, the effective date of this |Act| is .. _ and the following
acts |list prior existing limited partnership ai'ts| are hereby repealed:

Mi.Jo of*, 2:i lo tt'ijn ,j ifn
(1) The existing jiruvisjunx fur execution and filing of certificates of limited partner-
ships and umcmlimciila thereunder and cancellations Ihereof continue in effect until
|specify time required lu create central filing system), the extended effective date, ami
Sections 1112, Mill, 101, llIfi, 201, 202, 20,1, 201 and 20(i are not effective until the extended
effective dale.
(2) Section 402, specifying the conditions under which a general partner ceases to he a
member of a limileil partnership, is not effective until the extended effective date, and the
N . . > ;of existing law continue to govern until the extended effective dale.

Cl) Sections 501, 502 and Hod apply only to contributions and distributions made after
the effective date of this [Act).

(I) Section 704 applies only to assignments made after tlie effective date of this [Act],

(5) Article !), dealing witii registration of foreign limited partnerships, is not effective
until the extended effective dale.

JO) Unless otherwise agreed liy the partners, the applicable provisions of existing law
governing allm'alinn of profits and hisses (rather than the provisions of Section 502),
distributions to a withdrawing partner (rather limn Ihe provisions of Seetiun 004), and
distributions of assets upon the winding up of a limited partnership (rather than the
provisions of Section HIM) govern limited partnerships formed before the effective date nf
this 1Act|.

COMMKNT

wSiiliilivisiiins (li) ami (7) iliil not aiiiiear in Seetiun 1101 of the 11)70 Art. They are included in the
PIH6 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 "Oitiwiul prohibitions against the impairment nf
nnitracLs.

§ 1105. Rules for Cases Not Provided for in This lAct)
In any case not provided for in this [Act] the provisions of the Uniform Partnership Act
govern.

COMMKNT

The result provided for in Section 1105 would obtain even in its absence in a jurisdiction which Ikiil
mloiileil the tinifnrm Partnership Act, by operation of Seetiun Ii of that act.
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§ 1100. SitviiiKH Clause

Tlie repeal of any slutiilnry provision liy this [Aetl does not impair, or otherwise affect,
the orKani'/ation or the coniinlied existence 0? a limited [i;irtnershili existini: at tlie
effectivcJate of this IAcl|, nor does tlie repeal of any existing statutory provision iiy this
[Act] impair any contract or affect any right accrued before the effective date of this

IAct

COMMKNT

_ Section IKIli did not appear in the 1070 Act. It is included in the 1185 Act to ensure that the
implication of tlie Act to liinitcfpartnerships formed andTxistinK before”the Act becomes effective
would not violate consliU t'iunariiroliilulions against the iiiijiainnent of contracts.
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STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision D a te . Department Affected: Commerce & Economic Developmeni
Title: An Act relating to multiple-beneticiary BRU: Occupational Licensing

permitting of charitable gaming.... Component:  Administration
Sponsor: Senator Zharoff
Requestor Senate Labor & Commerce COMPONENT SERIAL NO. 0 3 5 6
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY93 FY 9 FY % FY 9% FY 97 FY 98
PERSONAL SERVICES 155.3 155.3 155.3 155.3 155.3 155.3
TRAVEL 10.0 10.0 10.0 10.0 10.0 10.0
CONTRACTUAL 45.0 45.0 45.0 45.0 45.0 45.0
SUPPLIES 5.0 5.0 5.0 5.0 5.0 5.0
EOUIPMENT 30.0 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 245.3 215.3 215.3 215.3 215.3 215.3
CAPITAL 0.0 0.0 0.0 0.0 G.O0 0.0
REVENUE 245.3 215.3 215.3 215.3 215.3 215.3
FUNDING: éThousands of 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 245.3 215.3 215.3 215.3 215.3 215.3
TOTAL 245.3 215.3 215.3 215.3 215.3 215.3
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 of current year impact: ~ None,
ANALYSIS: {Attach a separate page if ne
Atach a sepaet LRSI

Prepared By John N. Hanjreli. Jr.. Gaming Proeram Manager Phone 465-2581
Division: Date:

Approved by Commissioner.

Agency: Commerce & Economic Development Date

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, scImpacted Agency(ies).
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Personal Services:

Travel

Contractual;

Supplies:

Equipment; (One-time costﬂ1

mB— M

FISCAL NOTE ANALYSIS

CSSB 207(L&C)

OPERATING EXPENDITURES

Position Range

Inve5| ato DI

evenue ”F't

ccu atlona Licensing 1
xaminer |

Investigator
Revenue Au |t0

Office Lease Space
Printing and Communications

Daily operating supplies

Investigator D)

Revenue Au? Itor DI

Occupatlona Licensing
Examiner |

vesugator D

Revenue AU?IIO [ H

Occupanona Licensing
Examiner |

TOTAL COST
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Subtotal

$ 155.3

$ 10.0

$ 45.0

§ 50

§ 300

$ 2453



rodtion Title

JcgtogiB.
St*IT Months
12

Hw SMm

TYPE OF EXPENDITURE

PmahiM Put

Total Pergonal Services
Travel
Contractual
ConutodHks
Zgwlpaxnl
Otfatr

IgM & W |
FUNDING SOURCE FOR TOTAL COST

Federal Kcedtrt.i 1002
GJ. Match

A Recdpls

CIP Receipts

Other - GF/PR 1005

AGENCY

COMPONENT

BRU

POrtHKMWI H*rg. Unit
Location Election District
Jwtiftcation

This position will conduct Investigations of permit or
license violations and complaints ~ The position will
also conduct Inspections of premises, observe gaming
activity to sensure compliance with statutes and regu-
lations, Issue Notices of Violations when appropriate
and necessary, educate the participants with regard to
statutes and regulations, and assist the participants
by providing the correct forms, and answering inquiries.

The position will also, on occasion, assist the auditor(s)
in gathering information/documentation.

Impact to Division/Program if position is NOT filled:

Because of the numerous number of permittees and licensees,
the expanse of the state, and the limited funding for
travel purBoses, many complaints and/or allegations

could not be investigated.

Commerce A Economic Development

OccawtfiotMd Licensing

_ Investigations



1 Portion ntk No.o tPositions 3 Range/Step | Barg. Unit

.............. . o .m. : mo!
Il Tlac Statu StafT Months Location - Election District :
I PFT | AW A
H TYPE OF EXPENDITURE AESVIM....... jM tncttkw
|| Stdtorr IR.n , o _ . :
1 Benefits 15.7 This position will plan, organize and complete audits of
| Pimahia Par permittees, operators, distributors and vendors. The
| Other position will also provide technical assistance to
H _ Total Personal Serrke] 57.7 permittees, operators, distributors and vendors, and
| Travel 5.0 provide information to inquiring persons regarding
1 Contractual statutes and regulations. In addition, this position
CoeamodHles 10 will assist the investigator(s) when necessary.
1 Eq«ip»«nt 10.0
:'J.'Othir Impact to Division/Program if position is NOT filled:
I FUNDING SOURCE FOR TOTAL COST Because of the numerous number of permittees and licensees,
1 Federal Receipts 1102 the expanse of the state, and the limited funding for
G.F. Match 1003 travel purposes, many audits could not be done, thus,
GeneralFand 1004 reducing the net proceeds due to the state.

| A Receipts 1007
C1P Receipts 1061
Other - GF/PR 1005 73.7

L.

AGENCY  Commerce & Economic Development
BRU  Occnpatioral LkeoainR

COMPONENT  Administration




| rooition Title f No. Rm~'/Step Dan; . Unit

. A2A.. GGU
8 TImSIMu | Staff Months LocnMoa Election District
PIT 12
TYPE OF EXPENDITURE AW?}-FL Jostiflcatiog]

E Benefits 120 This position will conduct the review of permit applica-
1 PraaJnM Par tions, vendor endorsement applications, quarterly and
Other annual financial statements; and update and maintain

Total Personal Services \/.? computerized licensing and financial records as well as
1Travel the licensing files.
Contractual _ o . _ . . .
maModifies 10 This position will also provide information and technical
Equipment 0.0 assistance to the public and organizations regarding
Other application of statutes and regulations.
_Total Coot 50t? o : L . ,
FUNDING SOURCE FORTOTAL COST Impact to Division/Program if position is NOT filled:
Federal Receipts 1002 . . .
GJF. Match 1003 Responsibility for the above listed duties would be
General Fwid 1004 shouldered by the current staff;, and delays which
1A Receipts 1007 occur periodically will continue.
CIP Receipts 1061
Other - GffPR 1 50.
R ¢ q uest For AGENCY  Commerce & Economic Development
New Position BRU  Occupational Licensing

COMPONENT AdmioutTation






SEVENTEENTH LEGISLATURE
SENATE JUDICIARY COMMITTEE BILL FILE

BILL NUMBER: S fc 2 X 2 — _ n -
ABBREVIATED TITLE: f [V ( non JYecU K *
SPONSER:™ ORIGINAL RECEIVED: |9
WRINTEN REQUEST TO SCHEDULE REC'D:d-2,/~91 FROM: Y I —!
SPONSER'S STATEMENT REC'D: FROM:

SECTIONAL ANALYSIS RQST'D: FROM:

SECTIONAL ANALYSIS RECEIVED:
FISCAL NOTE (ORIGINAL)

RQST'D OF: REC'D FROM Cryyyraghrd: Q=DATE: (a) i K 4-t(l
RQST'D OF REC’'D FROM DATE:
RQST'D OF:____ REC'D FROM DATE:
FISCAL NOTE (C.S.)
RQST'D OF: REC'D FROM DATE:
RQST'D OF: REC'D FROM DATE:
RQST'D OF: REC'D FROM DATE:
FIVE DAY NOTICE GIVEN: NQTICE OF HEARINGS GIVEN:.
COMMITTEES OF REFERRAL: FIRST:JU SECOND:™ (x<L THIRD:
L ¢3S i
COMMITTEE ACTION
DATE:
yn A-f (AN N
PERSONS TO BE NOTIFIED OF HEARING -
l.sponsor'd” 6 . .
2. AGENCY |
3. ' 8.-
4/ - ! |~~ (] ~ !
5 10.

A. Uo\UGDh 0 f'rr | A 1



* FISCAL NOTE

STATE éSKA BILL NO. 8B 212

OF
1991 LEGISLATI

qusmn ateA ot refatiTrtothe- Hedca- B%)atmetAfecd Commercp ft Fror.nrmV now

Inuemmy Corporation of Alaska _ Component
Sponsor.”  Senat '

RequeS or. COMPONENT SERIAL NO. L _ ]~ _

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 0 1 0

FUNDING. (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER

TOTAL

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME
TEMPORARY

Estimate of current year impact:

Prenared By. David Walsh, Director Phone: 465-2515
Division; Insurance Date, 120191

goved by Commissioner. -~ Glenn A _Qlds
Ag ncy.  Department of Commerce &Economlc Development  Date 32001

Distribution (by preparer): Legislative Finance. Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).

DK$gW98D-2/032091a e Pag0-"- ol -
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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

TO: Senator Rick Halford, Chair
Senate Judiciary Committee j-

FROM: Senator Drue Pearce, Chair”T n
Senate Labor & Commerce ~"~-~"£3CLSuzuc<

RE: SB 212 - MICA

DATE: April 19, 1991

WHILE IN JUNEAU
P.O BOX V

JUNEAU, ALASKA 99811
(907) 465-384/)

3111 C STREET, SUITE 150
ANCHORAGE, ALASKA 99504
(90/) 561-2018

Senate Bill 212, relating to the Medical Indemnity Corporation of
Alaska, was moved from the Senate Labor & Commerce Committee on

April 3rd.

This legislation, sponsored by the Senate Labor & Commerce at the
request of the Division of Insurance, removes from statute
provisions that pertain to MICA, an entity that the state no
longer owns. This legislation also clarifies responsibility for

the filing of federal tax reports.

I urge you to schedule this bill for a hearing at your

committee®"s earliest convenience.
Thank you.

DP:rrm



DATE: 3/18/91 FURTHER: Judiciary

Date of 5-Day Notice: DATE TURNED

(in accordance with Uniform Rule 23) INTO OFFICE:

L&C Committee considered SB 212

Medical Indemnity Corporation of Alaska; efd.

and recommended:
[ ] replace with CS [ 1 same title
rl new title

[ ] attached amendment(s)
[ ] letter of intent adopted

[ ] do pass

[ 1] do not pass

[ 1] no recommendation
[i~individual recommendations
[ 1 further referral to

ATTACHES NEW FISCAL NOTE(S):

Department(s)/Date:

[ 1 fiscal note(s)

[ 1 appropriation-no fiscal note

SIGNING DO PASS:

Department(s)/Date:

[isf zero fiscal note(s) z/ "~ o0 ; cV

[ 1 Governor®s bill w/fiscal note

OTHER RECOMMENDATIONS:

AlJd



SB 212: "An Actrelating to the Medical Indemnity Corporation of
Alaska; and providing for an effective date."

The department is in favor of this legislation. Due to the sale of the Medical
Indemnity Corporation of Alaska (MICA) on January 1, 1991, the need for an
insurance mechanism under state statute for medical providers is nonexistent.
The marketthat has purchased MICA business will be providing coverage to the
former insureds of MICA.

,Commissioner

D ate:

GAO/DW/dgl9198D-3
032091a

Y&l hm *



ALASKA STATE

H ospital & N ursing H ome

ASSOCIATION
April 29, 1991

Senator Rick Halford, Chair

Judiciary Committee

Alaska State Senate

Capitol Building

Juneau, AK 99811 Re: Support SB 212, MICA Dissolution

Dear Senator Halford and Members
of the Senate Judiciary Committee:

The Alaska State Hospital and NursingHome Association
would like to offer its support of SB 212, allowing for
the repeal of statutes creating the Medical Indemnity Corporation
of Alaska (MICA) .

The Association and its members have followed for the
past year the "tax" developments requiring the statutory
restructuring of MICA, or its sale to another insurance company.

Hospitals were kept well informed on the tax problem faced
by MICA, the options to avoid the tax liability, and the decision
to sell MICA to a non-profit physician owned mutual Iliability
insurance company (NORCAL).

Director of Insurance David Walsh, did an excellent job of
keeping everyone informed of the sale, and we believe a sound
decision has been made. That decision will see Alaska health
care providers have access to coverage that will, 1in the long
run, be better coverage at less cost than MICA.

Sincerely,

Harlan R. Knudson
President/CEQ

ccC: Members, Senate Judiciary Committee
Senator Rodey
Senator Adams
Senator Collins
Senator Frank

319 Siward Srnian #11 «Junfau .AK 99801 ¢ (907.) 586-1790 = Fax (907) 463-3573

)



AT Mccllcul Indem nity
O ojL Corporation ol'Aluska

ALEUTPLAZA
4000 OLD SEWARD HWY.. SUITE 203
ANCHORAGE. .ALASKA99503
(907)563-13414

DATE:  Qctober 22,1990
10: All MICA Policyholders

FROM: n Keller
Rﬁw nthe Po&rdof ove&oi

|ca Indemm orporation
RE: Announcement of quarterly meeting & notice of potential purchase offer for MICA
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Internal Revenue Service

William G. Brock

Chairman of the Board

Medical Indemnity Corporation
of Alaska

400 O0ld Seward Highway

Anchorage, Alaska 99503

Dear Mr. Brock:

The Deputy Chief Counsel

approved your closing agreement on March 15,

Department of the Treasury
Washington. DC 20224

Person to Contact:

Thomas J. Kelly

Telephone Number:
(202) 566-3506

REECBY €% - 2 TR-31-3927-88
Date:
MAR | 9 1930
RECEIVED
VIi-T 2 i 1990
of the Internal Revenue Service

1990.

I have enclosed the signed duplicate of the agreement for

your records.

Thank you for your cooperation.

Sincerely yours,
Assistant Chief Counsel

Financial

By:

Enclosure:
Duplicate of closing agreement

Institutions and Products

Chief, Branch 2



DUPLICATE
Taxpayer s Copy

Department of the Treasury - Internal Revenue Service

CLOSING AGREEMENT ON FINAL DETERMINATION
COVERING SPECIFIC MATTERS

Under section 7121 of the Internal Revenue Code, the
Medical Indemnity Corporation of Alaska (MICA), 4000 Old Seward
Highway, Anchorage, Alaska 99503, Employer Ildentification
Number: 92-6017594 and the Commissioner of Internal Revenue
make the following closing agreement:

WHEREAS,

(1) An issue has arisen whether MICA®"s income is not
included In gross income under section 115 of the Internal
Revenue Code; and

(2) MICA and the Commissioner of Internal Revenue (IRS)
desire to settle this issue with respect to all past and
present tax years and with respect to future tax years through
and including tax year ending December 31, 1992; and

(3) MICA and the IRS desire to identify specific actions
that MICA will undertake between the date of execution of this
Closing Agreement and December 31, 1992;

IT IS DETERMINED AND AGREED for Federal 1income tax purposes
that:

(1) With respect to all past and present tax years and
with respect to future tax years through and including tax year
ending December 31, 1991, MICA"s income shall not be included
in gros3 income under section 115 of the Internal Revenue Code.

(2) With respect to the tax year ending December 31,
1992, MICA"s income shall not be Included In gross income under
section 115 of the Code only to the extent that MICA establi—
shes that such income is attributable to physicians or other
health care providers who, despite a reasonable effort, could
not obtain medical malpractice coverage from another insurance
company.

Page 1 of 4



Closing Agreement

M edical Indemnity Corporation of Alaska

(3) During the period from the date of execution of this
Closing Agreement until December 31, 1992, MICA agrees as
follows:

(a) before May 1, 1990, and annually thereafter
until December 31, 1992, MICA will send written notice to
all insurance companies that now offer medical malpractice
coverage in the State of Alaska and also to at least five
other companies that write medical malpractice coverage
informing them of the existence of the statutory mechanism
for the purchase of MICA"s business under Alaska Statute
21.88.095 ("Transfer of Corporate Assets and
Liabilities"); and

(b) upon receipt of any good faith offer or expres—
sion of interest, MICA will make a good faith effort to
negotiate an agreement for the transfer of corporate
assets and liabilities on the terms authorized by said
statute and to obtain the approval of the Director of the
Alaska Division of Insurance for such transfer; and

(c) before the end of the current legislative ses—
sion, which is required by law to end by May 10, 1990,
MICA will transmit to the Alaska Legislature a written
report that (1) summarizes the provisions of this Closing
Agreement, (2) describes the principal statutory changes
that may be necessary with respect to MICA"s structure and
tax status, and (3) alerts the legislature to the need to
take legislative action with respect to MICA during the
next two-year legislative term, which will begin In
January 1991, |If the Legislature wishes to preserve MICA"s
tax-exempt status; and

(d) after the statewide elections In the fall of
1990, MICA will transmit to the newly-elected Governor and
to all members of the Alaska Leg Tslature for the 1991-1992
term a written report that (1) summarizes the provisions
of this Closing Agreement, (2) describes the principal
statutory changes that may be necessary with respect to
MICA"s structure and tax status, and (3) alerts the
legislature to the need to take legislative action with
respect to MICA during the 1991-1992 term of the
Legislature, 1if the Legislature wishes to preserve MICA"s
tax-exempt status; and

Page 2 of 4



Closing Agreement
M edical Indemnity Corporation of Alaska

(e) before the beginning of the next legislative
session, which will begin in January 1991, MICA will
consult with the newly-elected Governor and will contact
key individual legislators for the 1991-1992 legislative
term, for the purpose of developing a legislative proposal
regarding MICA®"s future structure and tax status; and

(f) during the 1291-1992 term of the Alaska
Legislature, MICA will initiate and maintain regular and
ongoing contacts with the Governor®s office, with the
Director of the Division of Insurance, and with key
individual legislators for the purpose of informing them
of the need for legislative action with respect to MICA;

and

(g) throughout the 1991-1992 term of the Alaska
Legislature, as necessary or advisable, MICA will prepare
or assist in the preparation of appropriate proposed
legislation and will seek to have that proposed legisla—
tion introduced as early as possible after the Legislature
goes into session in January 1991; and

(h) if appropriate legislation pertaining to MICA is
introduced during the 1991-1992 term of the Alaska
Legislature, MICA will participate in the legislative
hearing process and will otherwise take appropriate action
to encourage the passage of the legislation.

(4) Beginning with the tax year ending December 31, 1993,
none of MICA"s income shall be excluded from gross income under
section 115 of the Internal Revenue Code.

(5) However, if MICA"s organic statute (Alaska Statute
21.88) is repealed, reenacted or otherwise revised so as to
establish MICA as an integral part of the State, MICA"s income
shall not be subject to federal tax as of the effective date of

the statutory change.

(6) IT MICA is established as an integral part of the
state or MICA"s structure is otherwise changed so that MICA no
longer claims that its income is excluded from gross income
under section 115 of the Code, MICA"s obligation under para-—
graph (3) above shall cease.
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Closing Agreement
M edical Indemnity Corporation of Alaska

This agreement is final and conclusive except:

(1) the matter it relates to may be reopened in the event
of fraud, malfeasance, or misrepresentation of material
fact?

(2) it is subject to the Internal Revenue Code sections
that expressly provide that effect be given to their
provisions, notwithstanding any other law or rule of law
except for Code section 7122; and

(3) if it relates to a tax period ending after the date
of this agreement, it is subject to any law, enacted after
the agreement date, that applies to that tax period.

By signing, xhe above parties certify that they have read

and agreed to the terms of this document.

Medical Indemnity Corporation of Alaska

William G. Brock
Chairman of the Board

Commissioner of Internal Revenue

Date signed: W
Peter K. Scott
Deputy Chief Counsel
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IV/ITIY N A Medical Indemnity
AV _>LjL Corporation of Alaska

ALEUTPLAZA
4000 OLD SEH'ARD H\VY., SUITE 203
ANCHORAGE, ALASKA 99503
(907)563-3414

10 William Brock
Roger Holmes, Esg.
susan Mason, Esg.

FROM:  Mary Pierce iy1fs

DATE:  May 8, 1990

RE: Tax lssue History

The final tax issue history is enclosed for your files, | don't plan on
distributing this other than to the three of you at this time. Thanks
FO{ you felp on this, it may prove to be”a good reference in the
uture.

MP/tmb



TAX ISSUE HISTORY
1988

Sometime in early 1988 as MICA was working with Emst & Whinney
0N our reserve 1ssue Tom Koecher advised Mary Plerce, Executrve
Director, that their ottrce te ere malﬁe e 3 questron reﬁe sar%

MICA's tax status due to the chane rn fax law,
they were looking into rt and would 0 us
March 12 Executive Committee Meeting. Tom Koecher, Orie

Orien of Anchorage and Davé Wilson (Seattle) all of
Ernst & Whinney were at the meeting t drscuss
reserve increases. They told he xecu Ve
Committee about the tax " sfatus ques lon and that
their fax advisor would be attending the next
Executive Committee meeting,

March 18 Executive Committee Meeting. . Koecher, Oren and
Shelby Stastn% explained ques jon of tax s atus to
committee.  They explained two prong test to be tax
exempt.

L) Income must accrue to the State

N

3
2) Must have a public purpose or “essential
governmental function.
The Execu tive Committee asked them to investigate
the question and report back. Brock Plerce “and
Koecher would meet with Dreeto Roller on March
25th to advise him of tax exempt status question.

April 26 Stastny reported to Exgcutive Committee that initil
informial discussion with IRS suggested we wouyld
not receive a favorable ruling, Suggested we trle
lax returns and pursue formal tax fuling regues

0o do research and ruling request ést. $10
May 6 Engagement lette trom Stastny outlining course of
actiom on request fo tax ruling” ana cost.
May 13 Board votes to submit t mal rulin % request to IRS.
Estimated cost from E s $20,000,

1



June 17

June 30

July 15

July 24

August 4

August 5

August 11-

August 23

August 24

Paul Roller, Director Division of Insurance and
Deputy Director, Jim Jor dan present at Boad
meeting. A draft tax rul mg request Ogtven 0
Executive Comm| ttee, aske
Sturgulewski to. do some Ieglslattve research t p
answer legislative intent questions.  Letter t
finalized soon,

Memo from Maureen Weeks to Sturgulewski stating
she had resear ched he recor ds of he 1976 session
and there was not g specific testimony to create
for-the-good-of-the-public™ issue.

Stastny reports to the Executive Commtttee hat
ruling “request not sent yet.  He is waitin o ma
information from Iegtslattve research,

Bromded all  perfinent  back-up rom 1975
overnor's  Medical Malpractice Insurance
Commission and all other historical data.

At Quate ly meeting of the Board, Director Paul
Roller tells _Board™ he has spoken to  several
Iegtslato They are anxious to help Us clear up
any  misunder standmgs about legislat |ve Intent and
would like our propdsed changes” by September,

Stastny sends some |deas for proposed Iegtslattve
changés that may help us win our case t0 Roger
Holm'es, Brock and Pierce,

Stastny's resea Ich has uncovered three companies
very similar to MICA who requested rulings. Sent
0 Holmes and Prerce. Al three “received
unfavorable rulings.

- Holmes proposes legislative chano s, He Delieves

that these chan?es Will make 1t clear that our

earnings belong fo the state.

David Bickerstaff gtves IS estimate that rates will
need to Increase 15-17% for 1989 to cover taxes.

MICA sends revenue ruling request to IRS.



September 7

Special Executive Committee meeting on tax status
with entire Board of Governors. = Koecher and
Stastny present.

They “explain problem and  that Holmes' proposed
legislation could resolve it by making it clear
MICA's earnm?s belonrq to the sfate. .

The Board votes to forward Holmes' legislation to
Governor and legislature,

R

t

0
oller (Director)_agrees to hand. carry the letter to
he Governor, "Thé letter exPIams our dilemma to
the Governor and asks 1t he might sponsor
legislative changes.

- Roller also sugfqest We purchase an insurance
0

September 16

September 16 -
thru 30

November 4

company with nef losses to offset our taxes.

Brock receives letter from Stastny advising him

that MICA can't use net losses ‘of an acquired
corporation (insurance company) to offset income.

Executive Committee Meeting. E & W tells
committee ruling request filed on §-24-83 and we
will have a response within 90 days. Unfortunately
a_rate, filing must be made by November L and 3
15% increase s needed to just cover 1989 taxes
Executive Committee votes to file 1-1-89 rate based
on pure premium and to then retroactively charge
an amount needed for taxes later in year if ‘'we don't
receive legislative fix.

Holmes and Pierce meet with Senator, Kelly and
Representative Cotten to personally advise them of
our problem and show them proposed legislation.

- Board has Quarterly meeting. Jim Jordan reports to

Board that _ although the Governor has not released
his legislative priorities the informal message I
that he” will sponsor our legislation,

A plan of action to Pet information to legislators
while we are waiting for_official ,resp_onse from_ the
Governor 1s proposed.  The Legislative Committee
will register as lobbyists for this™ purpose.

3



November 11

November 22

November 25

December 1

December 8

- A letter is sent to the policyholders explaining 1989

rating - structure.

- Tom , Kelley the agent at the IRS has several

&/uestmns régarding MICA that he asks of Stastny,
e respond with & letter to Kelley.

- A draft letter is composed to have board member

S
send to legislators, ~ This IS sent to the Board

members along with:

a) a fact sheet
b) a copy of the letter sent to policyholders on the rates
c)

a spread sheet of our financials for the last 5 yearS.

lerce sends letter to  Senator Kelly  and
epresentative Cotten,

P
R
The ,Le?|s|a,t|ve Committee meets to devisg plan o
distribute information to Ieg|s_|ato,rs since  told
Governor would not sponsor I&gislation because a
ﬁate all posSipilities in a timely

P

he could not investi
manner and b) . fe did not feel that the state

should be In the insurance business.
A special Board meeting is called.

Chairman Brock had met with Director Roller and
Stan Garlington, Roller said it was reasonable to
assume that” legislation will pass and the Governor
Will not oppose”or veto bill. Board votes to approve
10.5% increase for hospitals and 12.6%. increase. for
physicians to be taken for taxes if it is determined
e were liable.

Chairman Brock reported we have been asked to
meet with the IRS in Washington, D.C. Also Stastng
reported the tax accountants™in Washington advise
Us we may be relieved retroactively of” taxes, We
had previously been told this wasn't possible  The
RS's single question was “do our profits inure to
the state.". The Board discussed if that could mean
fewer legislative changes,



