
MINUTES OF MEETING 
SENATE JUDICIARY COIhiITTEE 

January 26, 1977 

The meeting of this committee was called to order by Senator 
Turnage, Chairman, at 9:30 a.m. on the above date in Room 442 
of the State Capitol Building. 

ROLL CALL: 

All members were present for the meeting except Senator 
Warden who was excused. 

CONSIDERATION OF SENATE BILL 156: 

This is the revised Uniform Limited Partnership Act. 
Senator Murray, District 50, who is a member of this committee, 
read a prepared statement to the committee about this bill. 
(See Attachment i l l )  

Leonard C. Larson, Corporations Deputy, Secretary of State's 
office, testified 6n Senate Bill 156, Stating that his department 
would like to see some amendments made to the bill, especially 
in regard to filing fees and a definition of general and limited 
partnerships. Senator Turnage, Chairman, requested Mr. Larson to 
prepare the suggested amendments and present them to the committee 
for consideration. 

There were no proponents or opponents present at this meeting. 

CONSIDERATIOLJ OF SENATE BILL 34: 

Joan Mayer, Legislative Council, resumed her explanation of 
changes she had made in drafting this bill, beginning on page 53. 

Senator Roberts moved to strike sections 35.and 36 on pages 
53 and 54 in their entirety. The motion carried unanimously. 

They proceeded through the bill to section 77, page 95. 
After discussing this sectioxi, the Chairman requested Joan to 
come up with an amendment on this. 

There being no further time for this meeting, the committee 
adjourned at 10:58 a.m.. 

ENATOR JEAN A. TU 
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reby make our system of j 

REVISED UNIFORM LIMITED PARTNERSHIP ACT 

The Uniform Limited Par tnership  Act was promulgated o r i g i n a l l y  i n  1.916. It 
has been adopted i n  45 j u r i s d i c t i o n s  ( inc luding Montana) and, wi th  the  Uniform 
Par tnership  A c t ,  is t h e  b a s i s  f o r  law r e g u l a t i n g  pa r tne r sh ips  i n  the  United 
S ta tes .  The l imi ted  par tnership  i s  d i s t ingu i shed  from a  genera l  pa r tne r sh ip  
by the  ex i s t ence  of l imi ted  p a r t n e r s  who i n v e s t  i n  t h e  pa r tne r sh ip  with li- 
a b i l i t y  l imi ted  t o  the  amount invested.  A genera l  par tner  i s  l i a b l e  individu- 
a l l y  f o t  a l l  t h e  ob l iga t ions  of t h e  par tnership .  I n  r e t u r n  f o r  l imi ted  li- 
a b i l i t y ,  the  l imi ted  pa r tne r  r e l inqu i shes  any r i g h t  of c o n t r o l  o r  management 
of par tnership  a f f a i r s .  

Limited par tnerships  have become, i n  60 years ,  an important means of bus iness  
organiza t ion  and a r e  used extens ively .  Over t h e  60 years  of genera l ly  sa lu-  
br ious  usage, t h i s  form of organiza t ion  has encountered some problems. I n  
1976, a r e v i s i o n  has been d r a f t e d ,  based on 60 years  of extens ive  experience,  
t o  improve t h i s  method of organiza t ion  even more. 

The most important changes have been made i n  t h e  scope of the  l imi ted  p a r t n e r ' s  
a c t i v i t i e s  vis-a-vis the  par tnership .  Under t h e  o r i g i n a l  Uniform Limited 
Par tnership  Act, a  l imi ted  pa r tne r  could no t  con t r ibu te  se rv ices  t o  t h e  pa r t -  
nership.  H e  had t o  con t r ibu te  prope o r  o t h e r  va luab le  o b l i g a t i o n s  t o  ob- 4 I 

t a i n  h i s  s t a t u s .  ~ n d e r ' t h e  r e v i s i o  s e r v i c e s  may now be con t r ibu ted ,  a s  
w e l l  a s  property o r  va luable  o b l i g a t  ons. The second change regards  vo t ing  
r i g h t s .  The o r i g i n a l  Uniform Limited Par tnership  Act did not  deny vo t ing  

6i i g h t s  t o  l imi ted  pa r tne r s ,  but n e i t h e r  d id  it permit  them. The r e v i s i o n  
l lows l imi ted  pa r tne r s  t o  be granted vot ing  r i g h t s  i n  the  pa r tne r sh ip  agree- 

ment. These two provis ions  both change and enhance a  l imi ted  p a r t n e r ' s  s t a t u s .  

When a  l imi ted  p a r t n e r  can vote  and con t r ibu te  s e r v i c e s ,  t h e  ques t ion  of con- 
t r o l  o r  p a r t i c i p a t i o n  i n  management becomes more c r i t i c a l .  The Revised Act, 
the re fo re ,  t akes  s p e c i a l  c a r e  i n  d i s t ingu i sh ing  those  a c t s  which do not  a lone  
determine cont ro l .  The ques t ion  of con t ro l  i s  t o  be answered i n  t h e  l i g h t  of 
a l l  f a c t s  and circumstances, but ,  i f  t h e  l imi ted  pa r tne r  does s i n g l y  any of 
c e r t a i n  things,  he o r  she l a  not  by t h a t  f a c t  l i a b l e  a s  a genera l  pa r tne r .  
These th ings  include being a con t rac to r  f o r  o r  agent  of a  genera l  p a r t n e r ,  
consul t ing  o r  advising a  genera l  pa r tne r  w i t h e r e s p e c t  t o  par tnership  bus iness ,  
a c t i n g  a s  a su re ty  f o r  the  l imi ted  pa r tne r sh ip ,  approving o r  disapproving an 
amendment t o  the  par tnership  agreement, o r  vo t ing  on c e r t a i n  s p e c i f i c  mat ters .  
The objec t  of these  s p e c i f i c  enumerations is  t o  prevent unreasonable de te r -  
minations t h a t  a  l imi ted  pa r tne r  t akes  p a r t  i n  t h e  c o n t r o l  of the  business.  

The o r i g i n a l  Uniform Limited Par tnership  Act provided only f o r  a  c e r t i f i c a t e  
r tne r sh ip .  It made no mention of pa r tne r sh ip  agreements. The Revised 

anges t h e  f ace  of the  pa r tne r sh ip  by changing t h e  emphasis from the  
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c e r t i f i c a t e  t o  t he  agreement, Under t h e  Revised Ac c e r t i f i c a t e  of 
l i m i t e d  p a r t n e r s h i p  i s  confined p r i n c i p a l l y  t o  m a t t e r s  r e s p e c t i n g  t h e  addi- 
t i o n  and withdrawal of p a r t n e r s  and of c a p i t a l .  Other i s s u e s  t h a t  a r e  i m -  
p o r t a n t  a r e  l e f t  t o  t h e  agreement. 

For example, a p a r t n e r  may l end  money t o  and t r a n s a c t  o t h e r  bus ines s  wi th  a  
l i m i t e d  p a r t n e r s h i p  a s  i f  t h e  p a r t n e r  were a  t o t a l  o u t s i d e r ,  except  a s  o ther -  
w i s e  provided i n  t h e  p a r t n e r s h i p  agreement. The p a r t n e r s h i p  agreement de- 
termines t h e  d i s t r i b u t i o n  of v o t i n g  r i g h t s .  The s h a r e s  i n  p r o f i t s  and l o s s e s  
a r e  decided i n  t h e  p a r t n e r s h i p  agreement. The p a r t n e r s h i p  agreement becomes 
t h e  important  working document i n  t h e  o p e r a t i o n  of  t h e  p a r t n e r s h i p .  

@There a r e  o t h e r  i a p o r t a n t  changes, a l s o ,  i n  t h e  Revised Act. For example, 
a  c e n t r a l  r e g i s t r y  is provided f o r  l i m i t e d  p a r t n e r s h i p s .  It i s  a n t i c i p a t e d  
t h a t  t h e  r e g i s t r a r  f o r  co rpo ra t ions  and o t h e r  bus ines s  o rgan iza t ions ,  u sua l ly  
t h e  Sec re t a ry  of S t a t e ,  w i l l  a l s o  perform t h e  f u n c t i o n  f o r  l i m i t e d  p a r t n e r s h i p s .  
There i s  p rov i s ion ,  a l s o  new, f o r  r e g i s t r a t i o n  of a  name du r ing  t h e  per iod  of 
formation f o r  a l i m i t e d  pa r tne r sh ip .  Another impor tan t  a d d i t i o n  guarantees  
l i m i t e d  p a r t n e r s  t h e  r i g h t  t o  p a r t n e r s h i p  r eco rds ,  a  r i g h t  no t  b e f o r e  accorded. 
This  pe rmi t s  a  l i m i t e d  p a r t n e r  t o  p r o t e c t  h i s  o r  h e r  investment  i n  t h e  pa r tne r -  
s h i p  by keeping b e t t e r  t r a c k  of  t h e  bus ines s  i t s e l f .  Also provided is  a  der iva-  
t i v e  a c t i o n  by l i m i t e d  p a r t n e r s  a g a i n s t  t h e  p a r t n e r s h i p  t o  r e d r e s s  mismanagement 
a f f e c t i n g  a  l i m i t e d  p a r t n e r ' s  i n t e r e s t s .  Th i s  would be very  l i k e  a  s t o c k h o l d e r ' s  
d e r i v a t i v e  s u i t  a g a i n s t  a corpora t ion .  One of t h e  h i s t o r i c a l l y  apparent  d i f f i -  
c u l t i e s  of l i m i t e d  p a r t n e r s h i p s  has  been p r o t e c t i o n  of  l i m i t e d  p a r t n e r ' s  r i g h t s .  
People have been induced t o  i n v e s t  only t o  f i n d  t h a t  t h e  h v e s t m e n t  has been 
squandered, and nothing could be done u n t i l  gene ra l  insolvency.  These changes 
would c u r t a i l  t h i s  problem. 

I 

@Another s i g n i f i c a n t ,  new c o n t r i b u t i o n  of t h e  Revised Act is  r e g i s t r a t i o n  of 
fo re ign  l i m i t e d  pa r tne r sh ips .  Doing bus ines s  i n t e r s t a t e  i s  a  commonality f o r  
a l l  bus iness  o rgan iza t ions ,  i nc lud ing  l i m i t e d  pa r tne r sh ips .  Therefore ,  t h e  
problems of j u r i s d i c t i o n  and n o t i c e  p a r a l l e l  t hose  of  co rpo ra t ions .  Accordingly, 
a  r e g i s t r a t i o n  requirement f o r  l i m i t e d  p a r t n e r s h i p s  from o t h e r  s t a t e s  doing 
bus ines s  i n  an  enac t ing  s t a t e  i s  e s t a b l i s h e d .  This  i s  r equ i r ed  now i n  almost 
a l l  j u r i s d i c t i o n s  f o r  a  f o r e i g n  bus ines s  co rpo ra t ion .  The requirement  recog- 
n i z e s  t h e  scope of t h e  l i m i t e d  p a r t n e r s h i p  a s  u t i l i z e d  i n  t h e  United S t a t e s  
today. 

The Uniform Limited Pa r tne r sh ip  Act, t h e  1916 v e r s i o n ,  has  served w e l l  as t h e  
backbone of t h e  law on l i m i t e d  pa r tne r sh ips .  However, usages change, and new 
problems a r i s e .  The o ld  Act is  remarkably r e s i l i e n t ,  cons ide r ing  t h e  h i s t o r i c a l  
record.  Its r e v i s i o n  now comes forward a s  a  response t o  t h e  changes t h a t  have 
occurred.  It  is  t h e  same bus iness  o r g a n i z a t i o n ,  bu t  wi th  c h a r a c t e r i s t i c s  f o r  
today ' s  bus iness .  It should be good, a t  l e a s t ,  f o r  another  60 yea r s .  




