
Michigan
Law Revision Commission

FIFTEENTH ANNUAL REPORT

1980



MICHIGAN

LAW REVISION COMMISSION

Term Members:

IASON L. HONIGMAN, Chairman

TOM DOWNS, Vice Chailman
DAVID LEBENBOM

RICHARD C. VAN DUSEN

Ex-officio Members:

Senators:

BASIL W. BROWN '

DONALD E. BISHOP

Representatiues:
DENNIS M. HERTEL

RICHARD D. FESSLER

Director, Legislative Service Bureau
ELLIOTT SMITH, Secretary
125 West Allegan, 3rd Floor
Lansing, Michigan 48913

..

, Executive Secretary
.

PROF. JEROLD H. ISRAEL
University of Michigan Law School 
341 Hutchins Hall

Ann Arbor, Michigan 48109



TABLE OF CONTENTS

Page

Letter of Transmittal from the Michigan Law
Revision Commission to the Legislature ............. 1

Recommendations of the Law Revision Commission

to the Legislature

1. Technical Amendments to the Business

Corporations Act.. ............................. 8

2. Amendment of Business Entity Exemption
to Usury Laws .................................. 31

3. Amendment of R.J.A. Section 308 (Court
of Appeals Jurisdiction) In Accordance
with R.J.A. Section 861 ........................ 34

4. Amendment of Probate Code Section 767

(Interest on Judgments) with R.J.A.
Section 6013 ................................... 37

5. Revised Uniform Limited Partnership Act ........ 40



MICHIGAN LAW REVISION COMMISSION

Fifteenth Annual Report to the Legislature

To the Members of the Michigan Legislature:

The Law Revision Commission hereby presents its fifteenth annual
report pursuant to Section 14(e) of Act No. 412 of the Public Acts
of 1965.

The Commission, created by Section 12 of that Act, consists of
the chairperson and ranking minority members of the Committees on
Judiciary of the Senate and House of Representatives, the Director
of the Legislative Service Bureau, being the five ex-officio members,
and four members appointed by the Legislative Council. Terms of
appointed Commissioners are staggered. The Legislative Council
designates the Chairman of the Commission.

The ex-officio members of the Commission during 1980 were Senator
Basil W. Brown of Highland Park, Senator Donald E. Bishop of Rochester,
Representative Dennis Hertel of Detroit, Representative Richard D.
Fessler of Pontiac, and Elliott Smith, Director of the Legislative
Service Bureau. Representative Mark Clodfelter of Flint also served
as an ex-officio member for part of the year. The appointed members
of the Commission were Tom Downs, Jason L. Honigman, David Lebenbom,
and Richard C. Van Dusen. Jason L. Honigman was Chairman and Tom Downs
was Vice Chairman of the Commission. Professor Jerold Israel of the

University of Michigan Law School served as Executive Secretary.

The Commission is charged by statute with the following duties:

1. To examine the common law and statutes of the state and current

judicial decisions for the purpose of discovering defects and anachronisms
in the law and recommending needed reform.

2. To receive and consider proposed changes in law recommended by
the American Law Institute, the National Conference of Commissioners
on Uniform State Laws, any bar association or other learned bodies.

3. To receive and consider suggestions from justices, judges, legis-
lators and other public officials, lawyers and the public generally as to
defects and anachronisms in the law.

4. To recommend, from time to time, such changes in the law as it

deems necessary in order to modify or eliminate antiquated and inequit-
able rules of law, and to bring the law of this state, civil and criminal
into harmony with modern conditions.



The problems to which the Commission directs its studies are
largely identified by a study of 'statute and case law of Michigan
and legal literature by the Commission members and Ex6cutive
Secretary. Other subjects are brought to the attention of the
Commission by various organizations and individuals, including
members of the Legislature.

The Commission's efforts during the past year have been devoted
primarily to three areas. First, Commission members met with -
legislative committees to secure disposition of 12 proposals recom-
mended by the Commission. Meetings with legislature members also
have focused upon possible subjects for future study.

Second, the Commission examined suggested legislation 15roposed
by various groups involved in law revision activity. These pro-
posals included legislation advanced by the Council of State
Governments, the National Conference of Commissioners on Uniform
State Laws, and the Law Revision Commissions of various juris-
dictions within and without the United States (e.g., California,
New York, and British Columbia).

Finally, the Commission considered various problems relating to
special aspects of current Michigan law suggested by its own review
of Michigan decisions and the recommendations of others.

As in previous years, the Commission studied various proposals
that did not lead to legislative recommendations. In the case of
several Uniform or Model Acts, we found that the subj ects treated
had been considered by the Michigan legislature in recent legis-
lation. Similarly, various aspects of Michigan law were examined,
but were viewed as inappropriate for legislative recommendation at
this time. Topics in this category included punitive damages and
compensation for the use of items that are the subj ect of claim and
delivery actions. Five of the topics studied did lead to recom-
mendations for legislative action. These are:

(1) Technical Amendments to the Business Corporations Act

(2) Amendment of Business Entity Exemption to Usury Laws

(3) Amendment of R.J.A. Section 308 (Court of Appeals
Jurisdiction) In Accordance with R.J.A. Section 861

(4) Amendment of Probate Code Section 767 (Interest on
Judgments) with R.J.A. Section 6013

(5) Revised Uniform Limited Partnership Act

Recommendations and proposed statutes on the above topics accompany
this report.

-2-

.l



In addition to the new recommendations contained in this report,

the Commission recommends favorable c6nsideration of the following
recommendations of past years upon which no final action was taken
by the 80th Michigan Legislature.

(i) Construction Debt -- Former S.B. 908, before Senate Committee
on State Affairs. See Recommendations of 1976 Annual Report, page 10.

(2) Unlawful Assessments -- Former H.Bi 5319, before House Com-
mittee on Judiciary. See Recommendations of 1976 Annual Report, page
44.

(3) Marital Agreements/Divorce Amendment -- Former S.B. 906, be-
fore Senate Committee on Judiciary. During the 1978 session, an
earlier version of this proposal, S.B. 632, passed the Senate and was
before the House Committee on Judiciary. See Recommendations of 1976

Annual Reports page 38.

(4) Elimination of Reference to the Justice of the Peace: Provis-
ion on the Sheriff's Service of Process -- Former H. B. 5329. This

proposal passed the House in 1980 and was before the Senate Committee

on Judiciary. See Recommendations of 1976 Annual Report, page 74.

(5) Appeals to the Tax Tribunal -- Former H.B. 5318, before the
House Committee on Judiciary. See Recommendations of 1978 Annual
Report, page 9.

(6) Commercial Mortgage Foreclosure Act -- Former H. B. 5317,
before the House Committee on Judiciary. See Recommendations of
1978 Annual Reports page 13.

(7) In Rem Jurisdiction by Attachment or Garnishment Before Judg-
ment -- H.B. 5316. This bill passed the House in 1980 and was before
the Senate Committee on Judiciary. See Recommendations of 1978 Annual

Report, page 22.

(8) Disclosure of Treatment as an Element of the Psychologist/
Psychiatrist-Patient Privilege -- Former H. B. 5297, before House
Committee on Mental Health. See Recommendations of 1978 Annual Reports

page 28.

(9) Elimination of various Statutory References to Abolished Courts
-- Former S.B. 1233, before Senate Committee on Judiciary. See Recom-

mendations of the 1979 Annual Report, page 9.

(10) Uniform Federal Lien Registration Act -- see Recommendations of
the 1979 Annual Reports page 26.
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Topics on the current study agenda of the Commission are:

(1) Amendments to Article 8 -- Uniform Commercial Code
(2) Eliminating Statutory References to Justice of the

Peace and Other Abolished Courts

(3) Enforcement of*Administrative Agency Subpoenas
(4) Revision of the Administrative Procedure Act

(5) Transfer of A Business Having Liquor Sales As A
Minor Portion of Its Activities

(6) Product Liability, Model Acts
(7) Revised Uniform Extradition and Rendition Act

(8) Applicability of Statute of Limitations to Actions
to Recover Stolen or Lost Chattels

(9) Revisions of State Anti-Trust Laws
(10) Model Periodic Payment of Judgments Act

The Commission, continues to operate with its sole staff member, the
part-time Executive Secretary, whose offices are in the University of
Michigan Law School, Ann Arbor, Michigan 48109. The use of consultants
has made it possible to expedite a large volume of work and at the same
time give the Commission the advantage of expert assistance at relatively
low cost. Faculty members of the several law schools in Michigan continue
to cooperate with the Commission in accepting specific research assign-
ments.

The Legislative Service Bureau has generously assisted the Commission
in the development of its legislative program. The Director of the
Legislative Service Bureau, who acts as Secretary to the Commission, con-
tinues to handle the fiscal operations of the Commission under procedures
established by the Legislative Council.

The following Acts have been adopted to date pursuant to recommenda-
tions of the Commission and in some cases amendments thereto by the
Legislature:

1967 Legislative Session

Commission

Subj ect Report Act No.

Powers of Appointment 1966, p. 11 224

Interstate and International

Judicial Procedures 1966, p. 25 178

Dead Man's Statute 1966, p. 29 263

Corporation Use of Assumed Names 1966, p. 36 138

Stockholder Action Without Meetings 1966, p. 41 201

Original Jurisdiction of Court of Appeals 1966, p. 43 65
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1968 Legislative Session

Commission

Subj ect Report · Act No.

Jury Selection * 1967, p. 23 326

Emancipation of Minors 1967,-p. 50 293
Guardian ad Litem 1967, p. 53 292

Possibilities of Reverter and Right
of Entry 1966, p. 22 13

Corporations as Partners 1966, p. 34 288

Stockholder Approval of Mortgaging Assets 1966, p. 39 287

1969 Legislative Session

Administrative Procedures Act 1967, p. 11 306

Access to Adjoining Property 1968, p. 21 55
Antenuptial Agreements 1968, p. 27 139

Notice of Tax Assessments 1968, p. 30 115
Anatomical Gifts 1968, p. 39 189

Recognition of Acknowledgments 1968, p. 61 57
Dead Man's Statute Amendment 1969, p. 29 63
Venue Act 1968, p. 19 333

1970 Legislative Session

Appeals from Probate Court Act 1968, p. 32 143

Land Contract Foreclosures 1967, p. 55 86
Artist-Art Dealer Relationships Act 1969, p. 44 90
Warranties in Sales of Art Act 1969, p. 47 121

Minor Students Capacity to Borrow Act 1969, p. 51 107

Circuit Court Commission Power of

Magistrates Act 1969, p. 62 238

1971 Legislative Session

Revision of Grounds for Divorce 1970, p. 7 75
Civil Verdicts by 5 of 6 Jurors in

Retained Municipal Courts 1970, p. 40 158

Amendment of Uniform Anatomical Gift Act 1970, p. 45 186

1972 Legislative Session

Business Corporation Act 1970, Supp. 284

Summary Proceedings for Possession
of Premises 1970, p. 16 120

Interest on Judgments Act 1969, p. 64 135

Constitutional Amendment re Juries of 12 1969, p. 65 HJR "M"
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1973 Legislative Session

Commission

Subject' Report
Act-No.

Technical Amendments to Business
Corporation Act 1973

Execution and Levy in Proceedings
Supplementary to Judgment ' 1970

, p. 8 98

, p. 51 96

1974 Legislative Session

Venue in Civil Actions Against Non-
Resident Corporations 1971, p. 63 52

Model Choice of Forum Act 1972, p. 60 88
Extension of Personal Jurisdiction in

Domestic Relations Cases 1972, p. 53 90

Technical Amendments to the General
Corporations Act 1973, p. 38 140

Technical Amendments to the Revised
Judicature Act

1971, p. 7 297

1974 Technical Amendments to the
Business Corporation Act 1974, p. 30 303

Attachment Fees Act 1968, p. 23 306

Amendment o f "Dead Man' s" Statute 1972, p. 70 305

Contribution Among Joint Tort-feasors Act 1968, p. 57 318

District Court Venue in Civil Actions 1970, p. 42 ' 319

Elimination of Pre-judgment Garnishment 1972, p. 7 371

1975 Legislative Session

Amendment of Hit-Run Provisions to
Provide Specific Penalty 1973, p. 54 170

Uniform Child Custody Jurisdiction Act 1969, p. 22 297

Insurance Policy in Lieu of Bond Act 1972, p. 59 290

Uniform Disposition of Community
Property Rights At Death Act 1973, p. 50 289

Equalization of Income Rights of Husband
and Wife in Entirety Property 1974, p. 30 288

1976 Legislative Session

Due Process in Replevin Actions 1972, p. 7 79

Qualifications of Fiduciaries 1966, p. 32 262

Revision of Revised Judicature Act
Venue Provisions 1975, p. 20 375

Durable Family Power of Attorney 1975, p. 18 376

4 .
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1978 Legislative Session

Commission
Subject  Report  Act No.

Elimination of References to Abolished Courts
Preservation of Property Act 1976, p. 74 237
Bureau of Criminal Identification 1976, p. 74 538
Charter Townships 1976, p. 74 553
Fourth Class Cities 1976, p. 74 539
Election Law Amendments 1976, p. 74 540
Home Rule Cities 1976, p. 74 191

Home Rule Village Ordinances 1976, p. 74 190
Village Ordinances 1976, p. 74 189
Public Recreation Hall Licenses 1976, p. 74 138

Township By-laws 1976, p. 74 103

Study Report on Juvenile Obscenity Law 1975, p.133 33
Multiple Party Deposits 1966, p. 18 53
Amendment of Telephone and Messenger

Service Act Amendments 1973, p. 48 63
Amendments of the Plat Act 1976, p. 58 367
Amendments to Article 9 of the Uniform

Commercial Code 1975, Special . 369

Supplement

1980 Legislative Session

Condemnation Procedures Act 1968, p. 11 87
Technical Revision of the Code of

Criminal Procedure 1978, p. 37

The Commission continues to welcome suggestions for improvement of
its program and proposals.

Respectfully submitted,

Jason L. Honigman, Chairman
Tom Downs, Vice Chairman
David Lebenbom

Richard C. Van Dusen

Ex-Officio Members
Sen. Basil W. Brown

Sen. Donald E. Bishop
Rep. Dennis M. Hertel
Rep. Richard D. Fessler
Elliott Smith, Secretary

Date: December 31, 1980
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1980 RECOMMENDATIONS RELATING TO TECHNICAL

AMENDMENTS TO BUSINESS CORPORATION ACT

Further experience with the Business Corporation Act, Act No.

284 of the Public Acts of 1972 (M.C.L. §450.1101 et seq.), has

demonstrated a need for technical amendments to several sections

thereof. Explanations of the proposed amendments follow each sec-

tion.

These proposed amendments were prepared in behalf of the Com-

mission by Professor Stanley Siegel, the Reporter in the prepara-

tion of the present Business Corporation Act. The proposed changes

were prepared in cooperation with the Corporation Finance and Busi-

ness Law Section of the Michigan State Bar Association and the

Michigan Department of Commerce.

Because of the desire of many interested parties to seek early

enactment of these amendments, the Commission agreed to submit its

Recommendations in advance of this Annual Report. The proposed bill

follows.
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1980 TECHNICAL AMENDMENTS TO THE

BUSINESS CORPORATION ACT

A bill to amend sections 123, 212, 321, 501, 631, 711, 911, 921, 923,

1016, 1021, 1023, 1051, 1060, and 1062 of Act No. 284 of the Public Acts
of 1972, entitled

"Business corporation act,"

sections 123, 91], 921, 923, 1023, 1060, and 1062 as amended by Act No.
32 of the Public Acts of 1978, section 212 as amended by Act No. 303 of
the Public Acts of 1974, and section 1021 as amended by Act No. 98 of

the Public Acts of 1973, being sections 450.1123, 450.1212, 450.1321,

450.1501, 450.1631, 450.1711, 450.1911, 450.1921, 450.1923, 450.2016,

450.2021, 450.2023, 450.2051, 450.2060, and 450.2062 of the Compiled Laws
of 1970; and to add sections 708 and 1056.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Section 1. Sections 123, 212, 321, 501, 631, 711, 911, 921, 923,

1016, 1021, 1023, 1051, 1060, and 1062 of Act No. 284 of the Public Acts
of 1972, sections 123, 911, 921, 923, 1023, 1060, and 1062 as amended

by Act No. 32 of the Public Acts of 1978, section 212 as amended by Act

No. 303 of the Public Acts of 1974, and section 1021 as amended by Act

No. 98 of the Public Acts of 1973, being sections 450.1123, 450.1212,

450.1321, 450.1501, 450.1631, 450.1711, 450.1911, 450.1921, 450.1923,

450·2016, 450.2021, 450.2023, 450.2051, 450.2060, and 450.2062 of the

Compiled Laws of 1970, are amended and sections 708 and 1056 are added
to read as follows:

-9-
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Sec. 123. (1) Unless otherwise provided in; or iriconsist6nt with;
I. I

the act under which a corporation'is'·'dr"has been .formed, this act applies

to deposit and security companies,'summer'resort associations; brine pipeline

companies, telegraph companies,' telephone cdmpahids, safety and collateral

deposit companies, canal,-river, *and harbor improvement companies, cemetery,
burial, and cremation associations, and agricultural and horticultural

fair societies. However,' the entities specified in this subsection shall

not be incorporated under this act.

(2) This act does not apply to insurance, surety, savings and loan

associations, fraternal benefit societies, railroad, bridge, and tunnel

companies, union depot companies, and banking corporations.

COMMENT: Section 123(1) is amended to add language clarifying
the fact that though certain sections of the 'Act may be applicable
to the listed corporations, none of them may be incorporated under
the Business Corporation Act.

Sec. 212. (1) The corporate name of a corporation formed dr existing'

under or subject to this act:

(a) Shall not contain a word or phrase or abbreviation or derivative

chereet- OF A WORD OR PHRASE, which indicates or implies that the corporation

is organized for a purpose other than 1 or more of the purposes permitted

by its articles of incorporation. ,
- - - r I

(b) Shall .ut L the- .Jilll•- 68.' w. .W.,lu.1,1Q11-9:„Glar to, BE SUCH

AS TO DISTINGUISH THE CORPORATE NAME UPON THE RECORDS IN THE OFFICE OF

THE ADMINISTRATOR FROM the corporate name of -e- ANY OTHER domestic corpora-

tion, u.- *f .., foreign corporation authorized to transact business in

this state, er- a corporate name currently reserved OR REGISTERED under

this act or a predecessor act, or a CORPORATE name assumed under section

217. , unicJJ tha .,rittan consent,-et=-the-other- 3W• 1,& W L i -er-Perei·919-eerpere-

t,- , w. 1.vlu|. wr u .vjer•red „u„10, to tlic wdvyliwrt w[--u -Wi. I w.,-Tg-r••r-,7·rrr,·T·crT-

J
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1-., but „vt t[„1 ,anIC.marna, BS filad irt th= uff-;.474*-LI,0 wJ.,,i,,i,L,ulw,'
Or,

U u J

Gf

in. 1 icu of LI,--eu..,u..l, tlic.-0 53 filcd a #... L. r>uJ wt.i.of a f;nal :.,
u....,1. wr ..ww. L-·04-ee#Pefemt-3uriscljctio.1 c.ltal..I;..I.,ng-teh ,:Wht .

I.

Ll.v vw. t.w. ul.;-.. I.u th.= 21,3'of. tha .-,amc in thi .3 €Lul.
(c) Shall not contain· a.word or phrase, or an abbreviation or deriva-»

..

tive ·LL. w r OF A WORD OR PHRASE, the use of which is prohibited or,
restricted by any other statute of this state, unless -=el, IN COMPLIANCE
WITH THAT restr iction.. 1., 5- .w,,p )4·ed-11·07,r-

(2) -Whenever- IF a Foreign corporation is unable to obtain a certificate
of authority to transact business in this state because its corporate
name does not comply with the provisions of subsection (1), -te- THE FOREIGN
CORPORATION may apply for authority to transact business in* this state
by adding to its corporate name in'-,eel,·* THE application a word, abbrevia-
tion, or other distinctive and distinguishing element, or, alternatively,
adopting·for use in'this state an assumed name otherwise available ·for
use. If in the judgment of the administrator -,eeh- THAT name would comply
with the provisions of subsection (1), the subsection shall not be a bar
to the issuance to -seeh- THE corporation of a certificate of authority
to transact business in this state. The certificate issued to the foreign
corporation shall be issued in -seeh- THE name APPLIED FOR and the corpora-

.

tion shall use -seeh- THAT name in all its dealings.with·the administrator
and in the conduct of its.affairs in this state.

'A

COMMENT: Section 212 is amended tp simplify the problems of
acceptance of corporate names. The Section .as revised requires that
the corporate name be such as to "distinguish it upon the records in L,
the office of the administrator" from any of four different categor- '.·
ies of names currently filed under the Act: (i) domestic corporations,
(ii) foreign corporations authorized to transact business iri the'-,' f '2
state, (iii) corporate names currently reserved or registered under
the Act, and (iv) names assumed under Section 217. The contemplated - .
distinction should, of course, be substantial; more, for example, .....
than simply adding, deleting or changing the words "company, -corpora-
tion, incorporated or limited." -No substantive change is intended ·. ''
with respect to the right to use a names and the Section does not- c , i '
preclude action for unfair competition .based on confusion of names.. ' .· .r,

-11-
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Sec. 321. (1) Subject to any provision in its articles of incorporation,
a corporation may create and issue, whether or not in connection with

the issue and sale of its shares or bonds, rights or options entitling

the holders th.....f OF THE RIGHTS OR OPTIONS to purchasd from the corpora-

tion, upon such consideration, terms, and conditions as may be fixed by

the board, shares of any class or series, whether authorized but unissued

shares, treasury shares, or shares to be purchased or acquired.

(2) The consideration for shares to be purchased under the rights

or options shall comply with sections 311, 313, and 315.

(3) The terms and conditions of the rights or options, including

the times at or within which and the prices at which they may be exercised

and any limitation upon transferability, shall be set forth or incorporated

by reference in the instruments evidencing the rights or options.

('l) TI-,40 :JOLIC if LI.J-P<,!,Li v. v,0, L . v., ; Lo 1 61- trial-C lit-C#Lv, .., wflk.... J

4, -,lw, wf LI.a .w. r,•..t.·Qan or u ..,.il·stdiary or aff 1 1 r..l- LI. ,r,

6.1 6.--, 1,.4......L; .# Lw scrvi.:C c,/ .w.,ti,.w.J .a... ;.c with tl,4 .w, t.v. Gli<,41,

0 -out>.11 Jiwi- 0, aff ; 1 i.1,4 LI....1-,f, 01- to - L, w..1... w.. L..1.Wif' ..f Ju.11 31.-ac

tor.3, off i:v,-0 v, -114101.-ao, 31-.all ta Juli.v. :Ic.1 wr .-atificd at a mating

Gf shurchol 3&. :, W. ; 4..&J 'W. ..ww„ t t.. a plan ..Ju,1 tad wr , ati fled b) the

uharcholll.-0.

COMMENT: Section 321 is amended to delete the requirement that
the issuance of rights or options to directors, officers, or employees
be approved by a shareholder vote. The deleted requirement changed
prior Michigan practice and was based in part on now obsolete pro-
visions of the Internal Revenue Code relating to qualified stock
options. Since without requirement for stockholder approval, directors
can sell stock at such price as they deem fair and can pay such com-
pensation as they deem reasonable, there appears no good reason for
requiring stockholder approval as to issuance to employees of rights
or options to buy stock.

-12-



Sec. 501. The business and affairs of a corporation shall be managed

by its board, except as otherwise provided in this act or in its articles

of incorporation. A director SHALL BE A NATURAL PERSON OF NOT LESS THAN

18 YEARS OF AGE, BUT need not be a shareholder of the corporation unless

the articles or bylaws so require. The articles or bylaws may prescribe

ADDITIONAL qualifications for directors.

COMMENT: Section 501 is amended to add the requirement that a
director be a natural person of the age of.18 years or older. This
language is present in a number of major corporation acts (e.g., in
New York Business Corporation Law Section 701, N.J.S.A. Section
14A:6-1):

The language eliminates any ambiguity with respect to the in-
ability of minors or nonnatural persons to serve as directors.

Sec. 631. (1) If the amendment is made as provided in OLL.„Li.A (1)

of- section 611(1), a certificate of amendment shall be signed by all

the incorporators and fi led on behalf of· the corporation, setting forth

the amendment and certify'ing that the amendment is adopted by unanimous

consent of the incorporators before the first meeting of the board.

(2) In case of any other amendment, except as otherwise provided

in this act, a certificate of amendment shall be executed and filed on

behalf of the corporation, setting forth the amendment, and certifying

that the amendment has been adopted in accordance wi th -sebseetten··+24

ef- section 611(2).

(3) A CERTIFICATE OF AMENDMENT SHALL SET FORTH THE ENTIRE ARTICLE

BEING AMENDED, HOWEVER, IF THE ARTICLE BEING AMENDED IS DIVIDED INTO SEPA-

RATELY IDENTIFIED SECTIONS, THE CERTIFICATE OF AMENDMENT NEED ONLY SET

FORTH THE SECTI.ON OF THE ARTICLE BEING AMENDED.

COMMENT: Section 631(3) is added to simplify the paperwork involved
with amending the articles of incorporation. The provision would require
that to the extent the articles of incorporation are divided into separately
identified sections, only the section being amended need be set forth in
a certificate of amendment.

-13-



SEC. 708. (1) A DOMESTIC CORPORATION MAY MERGE OR CONSOLIDATE WITH

ANOTHER CORPORATION OR CORPORATIONS BY ACTION OF ITS INCORPORATORS, IF

THE CORPORATION COMPLIES WITH ALL OF THE FOLLOWING CONDITIONS:

(A) 'HAS NOT COMMENCED BUSINESS.

(B) HAS NOT·ISSUED ANY SHARES. '

(C) HAS NOT ELECTED A BOARD OF DIRECTORS.

(2) THE MERGER OR CONSOLIDATION OF THE CORPORATION SHALL BE EFFECTED

BY THE MAJORITY OF THE INCORPORATORS EXECUTING AND FILING A CERTIFICATE

OF MERGER OR CERTIFICATE OF CONSOLIDATION WHICH SHALL SET FORTH THE PLAN

OF MERGER OR THE PLAN OF CONSOLIDATION AND THE FOLLOWING STATEMENTS:

(A) THAT THE CORPORATION HAS NOT COMMENCED BUSINESS, HAS NOT ISSUED

ANY SHARES, AND HAS NOT ELECTED A BOARD OF DIRECTORS.

(B) THAT THE PLAN OF MERGER OR CONSOLIDATION WAS APPROVED BY A MAJORITY

OF THE INCORPORATORS.

(3) THE CERTIFICATE OF MERGER OR CONSOLIDATION SHALL BECOME EFFECTIVE
IN ACCORDANCE WITH SECTION 131.

COMMENT: Section 708. This new Section establishes authority
in the incorporator or incorporators to approve a plan of merger
where the corporation has not yet been "activated" by election of a
board, issuance of stock or commencement of business. This Section
avoids additional paperwork where a corporation is to have only
transitory existence in order to facilitate a merger procedure.

-14-



Sec. 711. (1) A domestic corporation owning -et--teset- NOT LESS

THAN 90% of the outstanding shares of each class of another domestic corpora-

tion OR CORPORATIONS may merge -seeh- THE other corporation OR CORPORATIONS '·

into itself, or may merge itself, or itself and any'such subsidiary corpora-

tion OR CORPORATIONS, into -another- ANY SUCH subsidiary corporation,

without approval of the shareholders of any of the corporations, except

as provided in section 713. The board of the parerit corporation*shall

approve a plan of merger setting forth those matters required to be set

forth in a plan of merger under section 701. Approval by the board of

any such subsidiary corporation is not required.

(2) If the parent corporation owns less than 100% of the outstanding

shares of each subsidiary corporation, -re- THE PARENT CORPORATION shall

mail to each minority shareholder of record of each subsidiary corporation,

unless waived in writing, a copy or summary of the plan of merger. The

parent corporation shall also mail to each shareholder, who under sections

761 or 762 is entitled to dissent, a statement informing the shareholder

that -lie- THE SHAREHOLDER has the right to dissent and to be paid the

fa i r va lue of -1,ie- THE shares HELD by complying with sections 763 to 771.

(3) The grant of power to merge under this section does not preclude

the effectuation of a merger as elsewhere provided in this act.

COMMENT: Section 711 is amended to eliminate any ambiguity with
respect to the use of the short-merger provision. The revised section
would clarify the fact that multiple short mergers into the parent or
any subsidiary are permissible under the procedures herein.

-15-



Sec. 911. Each domestic or foreign corporation subject to this act

.

2163 w.11 [w.  0,0. .... pw, wl. . V..-l, .....,uv L i., -1.,w. i,"...., ",fla-i ing cap; tai 0,

I.,-4 41W1,3, W.Ai•., v. 11k...W,i•.9 r. wr , I., v. .....;.,t.aL.;,J ·... c.1-fi,... iii this

teete &hal 1 file a report with the administrator before May 16 of each

year. The report, SHALL BE -7- on a form approved by the administrator,

SIGNED IN INK BY AN AUTHORIZED OFFICER OR AGENT OF THE CORPORATION, AND

shall contain the following:

(a) Name of the corporation.

(b) Name of its resident agent and address of its registered office

in this state.

(c) State and date of incorporation, term of corporate existence,

if other than perpetual; and, if a foreign corporation, the date when

authorized to transact business in this state.

(d) Names and addresses of its president, secretary, treasurer,

and directors.

(e) General nature and kind of business in which the corporation

is engaged.

(f) Amount of authorized capital stock and number and par value

of shares of each class authorized, and the number of shares of stock

without par value authorized.

(g) Amount of capital stock subscribed.

(h) Amount of capital stock paid in.

(i) Nature and book value of the property owned and used by the

corporation listed separately as to property within and without this state.

(j) Complete and detailed statement of the assets and liabilities

of the corporation as shown by the books of the corporation, at the close

of business on December 31 or upon the date of the close of its latest

fiscal year, which, in the case of a domestic corporation shall be the
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same balance sheet as furnished to shareholders as required by section

901. 7. 06,-Mv,.tiva MEMBERS OF A GROUP OF AFFILIATED CORPORATI ONS WHICH

REGULARLY PREPARE FINANCIAL STATEMENTS ON A CONSOLIDATED BASIS MAY FILE ,

A CONSOLIDATED BALANCE SHEET IN PLACE OF THE STATEMENT OF ASSETS AND LIABIL-

ITIES REQUIRED IN THIS SUBDIVISION. CORPORATIONS organized after December

31 and before May 15 of a year, and c J, fw, «p, w. pv, ..Li-. FOREIGN

CORPORATIONS authorized to transact business after December 31 and before

May 15 of a year, shall fila ... .rep,e,+·she-i·ng-the··eerrd+Ll.. wf ;ts tu.,L,-J

1u. tl,c J.L.. vr ;1.-, i.,aw.Yw. ...1-506 w.- w.1.„; LL..n.u, ..ith a fil i...4 r- 0.. p. 6..4.-J

61 3.-trw., 315 NOT BE REQUIRED TO FILE A REPORT FOR THAT YEAR.

(k) Other information as the administrator reasonably requires for

other purposes under this act.

COMMENT: Section 911 is amended to permit the filing of con-
solidated financial statements by members of a group of affiliated
corporations who regularly prepare such statements. In addition,
the procedures are simplified in several respects, including
elimination of the requirement for filing a report for corporations
organized or authorized to transact business after December 31 and
before May 15 of a year.

Sec. 921. (1) If a domestic or foreign corporation neglects or refuses

to file a report or pay a fee required by this act within the time specified,

the corporation, in addition to its liability for the fee, is subject

to a penalty of $25.00 $10.00 for tho fic.st EACH month or part of

a month that the corporation is delinquent, NOT TO EXCEED $50.00. -A

t.v, i..v. w;.iv.,-de+44.yw„ t to.76ad 1 month i; subject ta a fu, U ,' Me,i,e,ey

of $100.00 fw. ..vt, ,-. 0.- p.,t of- a ,-,-g. .F J,-1,„,„.1.

(2) The panalticJ PENALTY prescribed in this section shall not

apply during an extension granted pursuant to section 923·
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(3) l\J to pe.-talti... w.0.,J- ..,,J.., -81'ri·,-section, tile administratop

„u, .;. U- „--.L-or-em,7ninmete9-*, *-- , ,.7, L 4,, it

applu. , LI,& w„-„„,,,l vf LI,- t.,,.4-tiu .v.13 v-,i.,L;tula-6,, i,,,r, w,•&. -,;J

+10'.4..: L.Ll. ;..41vs;tion Jpv.1 th.= Lw, ,16, wl:;w,, w,,3 ll,. aJ,,,-,;,L, wlv, IN,,3.1

tl„- ....i.... of Ju..1-, t.#.Laitici to ba in tha publ ic i,",t-, a.,l.

COMMENT: Section 921 is amended to reduce the penalties for
failure to report or pay a fee, and to eliminate the provision
with respect to waiver of penalties. The change will eliminate
the administrative burden of dealing with requests for waiver of
unduly large penalties.

Sec. 923. (1) The administrator for good cause shown may extend

the time for filing of a report fo'r not more than 1 year from the due

date of the filing.

(2) The administrator may report promptly to the attorney general

any failure or neglect under sections 921, 922, 931, and 932, and the

attorney general may · '- u'll I 1,U-1 1  U BRING an action for imposition of the

prescribed penalties. When a corporation neglects or refuses to file

its report within 90 ..1;.-e+ber- the time prescribed by this act, the

administrator shall notify the corporation of that fact by mail directed

to its registered office NOT LATER THAN 90 DAYS AFTER THE DUE DATE OF

THE FILING. The administrator's certificate of mailing of the notice

is prima facie evidence in all courts and places -of- that -feet- THE

NOTICE WAS MAILED, and that the notice was received by the corporation.

COMMENT: Section 923 is amended to clarify the requirement that
the administrator notify the corporation of a neglect to file within
90 days after the date of the required filing.
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Sec. 1016. (1) A cop, of tha articlas of j.v, Fv, ul-;- a.-.3 all

U.,,..,, 3.,.. L , LI ,&, I Lw, . , L i f i ,-1 L, 1.1.... r, , 6,1.-, w f [; L... 6 f tl-,2 36 , ; 63 5 L t ; or,

of it.3 i.,av.Mv,wl;w .hall bc atta-hcd to th.= appli..Liw., of a fw, ...;g,i

uw,pw.u.Lion. A certificate setting forth that the corporation is in

good standing under the laws of the jurisdiction of its incorporation,

executed by the official of the jurisdiction who has custody of the records

pertaining to corporations and dated not earlier than 30 days before filing

of the application, shall -1.,0 be attached to the application OF A FOREIGN

CORPORATION. If -eh- THE certificate is in a foreign language, a transla-

tion -LL. ..f OF THE CERTIFICATE under oath of the translator shall be

attached -therete- TO THE CERTIFICATE.

(2) Upon filing of the application, accompanied by the filing and

franchise fees prescribed by law, the administrator shall issue to the

foreign corporation a certificate of authority to transact business in

this state. 71,6-4 ..u,;061 UPON THE I SSUANCE OF A CERT IFI CATE OF AUTHOR ITY,

the foreign corporation is authorized to transact in this state any business

of the character set forth in its application. The authority continues

so long as the foreign corporation retains its authority to transact such

business in the jurisdiction of its incorporation and its authority to

transact business in this state has ,not been surrendered, suspended, or

revoked.

COMMENT: Sections 1016 and 1021 are amended to simplify a filing
requirement of foreign corporations by eliminating the filing of
copies of the articles of incorporation, certificates of merger, or
certificates of similar corporate actions since these documents are
available from the state of incorporation if needed. Their filing in
Michigan is burdensome upon both the foreign corporation and the ad-
ministrator.
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Sec. 1021. (1) Whan the artial= of i....., pw, ·t·+em-e·F-e-te·re+,

eL, 1:,w, ,Liw., uwl!,w. i.-vJ Lv L, u„,w,-t L., i ..aLL in this itatc w. -111#11J#J,

t!-,c f.. Lig., vw,"t;w. 4.tiv,-,, within 60 clay.1 41 1-1.,- Un- amar.dmant ; J affect i- ' -

shall f; 11 ..i th tha wd.,6,;al. glvi- a copy of the--u .-J...,. t -ee,+Tffe*-by

thc. 4, wv•-· vrri.-w. .. wr LI,c juriodiatival of its incorporwli W.1.

(z) WI-1... ... rv. .ti.,--tw. pw, w L ;w,ree·thu. i.c#J to ti-or.Jact tuoill.:3 3 i.1

. 1.If. ... L---_----.-„---*.-6
tn , u .,Lu L.. TO a pal-ty to a ITLi gul , *Wol.W 1 1 .1616 1 -119 W, -0 1111 ||CrCC

- - 9 -1-

Gal;w„ L...Lu., ··4.. w.w, Jw.. ..;th the 1.L..3 of the jui-i idictiorl of iti i,-w. Mw. 4-

tioi-., th.- Eu, ..;3., .w. pw, ul;w,-., v.ithin CO Ja-i.1 u f l.. tl,a al-I-.Li.# J.ta

thL, ....r, oholl file .with tha adminbtrator a cop-1- of th- ca,-tificatc wf

i„. 5-, conialidation, or Jimilar corporata action, cartificd ty tha prep.1

officer] of tha juriodiction of its incorporation. A FOREIGN CORPORATION

AUTHORIZED TO TRANSACT BUSINESS IN THIS STATE WHICH CHANGES ITS CORPORATE

NAME, OR ENLARGES, LIMITS OR OTHERWISE CHANGES THE BUSINESS WHICH THE

FOREIGN CORPORATION PROPOSES TO DO IN THIS STATE, OR OTHERWISE CHANGES

ITS APPLICATION FOR CERTIFICATE OF AUTHORITY TO TRANSACT BUSINESS IN THIS

STATE, SHALL FILE AN AMENDED APPLICATION WITH THE ADMINISTRATOR NOT LATER

THAN 30 DAYS AFTER THE TIME A CHANGE BECOMES EFFECTIVE. THE AMENDED APPLICA-

TION SHALL SET FORTH ALL OF THE FOLLOWING:

(A) THE NAME OF THE FOREIGN CORPORATION AS IT APPEARS ON THE RECORDS

OF THE ADMINISTRATOR AND THE JURISDICTION OF ITS INCORPORATION.

(B) THE DATE THE FOREIGN CORPORATION WAS AUTHORIZED TO DO BUSINESS

IN THIS STATE.

(C) IF THE NAME OF THE FOREIGN CORPORATION HAS BEEN CHANGED, A

STATEMENT OF THE NAME RELINQUISHED, A STATEMENT OF THE NEW NAME, AND A

STATEMENT THAT THE CHANGE OF NAME HAS BEEN EFFECTED UNDER THE LAWS OF

THE JURISDICTION OF ITS INCORPORATION AND THE DATE THE CHANGE WAS EFFECTED.
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(D) IF THE BUSINESS THE FOREIGN CORPORATION PROPOSES TO DO IN THIS

STATE IS TO BE ENLARGED, LIMITED, OR OTHERWISE CHANGED, A STATEMENT REFLECT-

ING THE CHANGE AND A STATEMENT THAT,THE FOREIGN CORPORATION IS AUTHORIZED

TO DO IN THE JURISDICTION OF ITS INCORPORATION THE BUSINESS WHICH IT PROPOSES

TO DO IN THIS STATE.

(E) SUCH ADDITIONAL INFORMATION AS THE ADMINISTRATOR MAY REQUIRE.

(2) IF A FOREIGN CORPORATION AUTHORIZED TO TRANSACT BUSINESS IN

THIS STATE IS THE SURVIVOR OF A MERGER PERMITTED BY THE LAWS OF THE STATE

OR COUNTRY IN WHICH THE FOREIGN CORPORATION IS INCORPORATED, NOT LATER

THAN 30 DAYS AFTER THE MERGER BECOMES EFFECTIVE, THE FOREIGN CORPORATION

SHALL FILE A CERTIFICATE ISSUED BY THE PROPER OFFICER OF THE STATE OR

COUNTRY OF ITS INCORPORATION ATTESTING TO THE OCCURRENCE OF THE MERGER.

IF THE MERGER HAS CHANGED THE CORPORATE NAME OF THE FOREIGN CORPORATION,

OR HAS ENLARGED, LIMITED, OR CHANGED THE BUSINESS THE FOREIGN CORPORATION

PROPOSES TO DO IN THIS STATE, OR HAS AFFECTED THE INFORMATION SET FORTH IN

THE APPLICATION, THE FOREIGN CORPORATION SHALL COMPLY WITH SUBSECTION (1).

COMMENT: See Comment under Section 1016.

Sec. 1023. A foreign corporation which has been authorized to transact

business in this state, AND which, after its authorization, increases

the amount of its authorized capital stock attributable to this state

over the previous highest amount of its authorized capital stock attributable

to this state, shall file a supplemental statement SIGNED IN INK BY AN

OFFICER OR AGENT OF THE CORPORATION giving a detailed account of the amount

of the increase, and shall pay an additional franchise fee on account

of the increased authorized stock as prescribed by law. The supplemental
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statement shall be filed before May 16 of each year.* The administrator

for good cause shown may extend the time for filing of a supplemental

statement for not more than 1 year after the due date of the filing.

The portion of authorized capital stock of the corporation attributable

to this state shall be determined by multiplying the entire amount of

its authorized capital stock by the most recent apportionment percentage

used in the computation of the tax required by Act No. 228 of the Public

Acts of 1975, AS AMENDED, being sections 208.1 to 208.145 of the Michigan
Compiled Laws; -The capita i stock attributable to this state shall be

determined pursuant to section 1062.

COMMENT: Section 1023 is amended to permit the signing of a
foreign corporation's supplemental statement by any duly authorized
officer or agent, thereby permitting a foreign corporation the same
freedom in the execution of supplemental statements as is permitted
domestic corporations in executing annual reports pursuant to the
amendments to Section 911.

Sec. 1051. (1) A foreign corporation transacting business in this

state without a certificate of authority shall not maintain an action

or proceeding in any court of this state T- until the corporation has

obtained a certificate of authority. An action commenced by a foreign

corporation having no certificate of authority shall not be dismissed

if a certificate of authority has been obtained before the order of dismissal.

This prohibition applies to:

(a) A successor in interest of the foreign corporation, except a

receiver, trustee in bankruptcy, or other representative of creditors

of the corporation.

(b) An assignee of the foreign corporation, except an assignee for

value who accepts an assignment without knowledge that the foreign corpora-

tion should have but has not obtained a certificate of authority in this

state.
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(2) AN ACTION OR PROCEEDING THAT HAS BEEN DISMISSED DUE TO THE ABSENCE

OF A CERTIFICATE OF AUTHORITY AS PROVIDED IN SUBSECTION (1), MAY BE RECOM-
MENCED BY THE FOREIGN CORPORATION UPON OBTAINING A CERTIFICATE OF AUTHORITY.

Failure of a foreign corporation to obtain a certificate

of authority to transact business in this, state does not impair the validity

of a contract or act of the corporation, and does not prevent the corporation

from defending an action or proceeding in a court of this state.

COMMENT: Section 1051 is amended to provide expressly that dis-
missal of an action brought by a foreign corporation transacting busi-
ness without a certificate of authority shall be without prej udice to
reinstitution of such action after obtaining the certificate of auth-
ority. The decision of the Michigan Supreme Court in Thomas Industries,
Inc. v. Wells, 403 Mich. 466 (1978) left open the possibility that a
trial judge could order such a dismissal with prejudice.

SEC. 1056. (1) ANY FOREIGN CORPORATION NOT AUTHORIZED TO TRANSACT
BUSINESS IN THIS STATE MAY REGISTER ITS CORPORATE NAME UNDER THIS ACT,
IF PERMISSIBLE UNDER SECTION 212.

(2) REGISTRATION SHALL BE MADE BY FILING ALL OF THE FOLLOWING IN
THE OFFICE OF THE ADMINISTRATOR:

(A) AN APPLICATION FOR REGISTRATION EXECUTED ON BEHALF OF THE CORPORA-
TION, SETTING FORTH THE NAME AND THE MAILING ADDRESS OF THE CORPORATION,
THE JURISDICTION OF ITS INCORPORATION, THE DATE OF ITS INCORPORATION,
A STATEMENT THAT IT IS CARRYING ON OR DOING BUSINESS, AND A BRIEF STATEMENT
OF THE BUSINESS IN WHICH IT IS ENGAGED.

(B) A CERTIFICATE DATED NOT EARLIER THAN 30 DAYS BEFORE FILING OF
THE APPLICATION, SETTING FORTH THAT THE CORPORATION IS IN GOOD STANDING
UNDER THE LAWS OF THE JURISDICTION OF ITS INCORPORATION, EXECUTED BY THE
OFF I CE OF THE JUR I SD I CT I ON WH I CH HAS CUSTODY OF THE RECORDS PERTA I N I.NG
TO CORPORATIONS.
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' (3) UNLESS SOONER TERMINATED BY THE FILING OF A CERTIFICATE OF TERMINA-

TION, THE REGISTRATlON SHALL 8E EFFECTIVE UNTIL THE CLOSE OF THE CALENDAR

YEAR IN WHICH THE APPLICATION FOR REGISTRATION IS FILED. HOWEVER, REGI STRA-
.

TIONS FILED.AFTER SEPTEMBER 30 OF A YEAR SHALL EXPIRE AT THE END OF THE

FOLLOWING CALENDAR YEAR. THE ADMINISTRATOR SHALL NOTIFY THE CORPORATION

OF THE IMPENDING EXPIRATION NOT LATER THAN 90 DAYS BEFORE THE EXPIRATION

OF THE REGISTRATION. A FOREIGN CORPORATION WHICH HAS IN EFFECT A REGISTRA-

TION OF ITS CORPORATE NAME MAY RENEW THE REGISTRATION FROM YEAR TO YEAR

BY FILING ANNUALLY AN APPLICATION FOR RENEWAL AND A CERTIFICATE OF GOOD
A ./

STANDING AS REQUIRED FOR THE ORIGINAL REGISTRATION. A RENEWAL APPLICATION
, . 6 I

MAY BE FILED BETWEEN OCTOBER 1 AND DECEMBER 31 IN EACH YEAR, AND SHALL
I ,

EXTEND THE REGISTRATION FOR THE FOLLOWING CALENDAR YEAR.
t

COMMENT: Section 1056 is a new Section that permits a foreign
corporation not authorized to transact business in the state to
register its corporate name under the Act, provided such corporate
name is not precluded from use under Section 212. Under the pro-
visions of Section 212 as revised, the corporate name of such a
foreign corporation would then not be available for filing under the
Act. Comparable provisions permitting registration of the corporate
name of a foreign corporation not authorised to transact business in
the state are now in effect in a majority of United States juris-
dictions.
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Sec. 1060. (]) The fees to be paid to the administbator by or in

behalf of corporations, for the purposes specified in this sect ion, shal I
be as follows:

(a) Examining , filing, and copying AND FILING articles of domestic
corporations $10.00.

(b) Examining and filing Ji-ticlco 0,- .-. LiricL,--,·-et.-0eeppere,efen;
0.,J vOer- papers connected with the application of a foreign corporation
for admission to do business in this state, $10.00.

(c) Examining , filing, and copying AND FILING an amendment to

the articles of a domestic corporation, $10.00.

(d) Examining and filing an -u.1....1J....,t L-l!,.. w, ticlao of a fo,-13,1

Lw, r'v, ation AMENDED APPL I CAT ION FOR A CERT IFI CATE OF AUTHORITY TO TRANSACT
8USINESS IN THIS STATE, $10.00.

(e) Examining and filing a supplemental statement, $10.00.

(f) Examining -, filing,and cop, i.v- AND FILING a certificate of

merger or consolidation as provided in chapter 7, $50.00.

(g) Examining and filing a certificate of merger or consolidation
of a foreign corporation, as provided in section 1021, $10.00.

(h) Examin ing , f .ling, a..3 cop, i.,9 AND FILING a certificate of
dissolution, $10.00.

(i) Examining and filing AN application for withdrawal and issuance

of a certificate of withdrawal of a foreign corporation, $10.00.

(j) Examining , filing, a.id ..-,-,i,19 AND FILING AN application

-25-
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for reservation of corporate name,- $10.00.·

(k) Examining , f i 1 ing, a..2 L.vi;.-,9 AND FILING A certificate of

assumed name or certificate of termination of assumed name, $10.00.

(1) Examining , filing, and copying AND FILING A statement of

change of registered office or resident agent, $5.00.

(m) Examining , [ilh,g; Jnd cop, ing AND FILING'restated articles

of domestic corporations, $10.00.

(n) Examining , f;1 164,0 and copying AND FILING a certificate of

abandonment, $10.00.

(o) Examining , filing, and cop,;Ay AND FILING A certificate of

correction, $10.00.-

(p) Examining -, filing, and cop)'ing AND FILING A certificate of

revocation of dissolution proceedings, $10.00.

(q) Examining , fili.,3, w,,J .1.'r·p,V- AND FILING A certificate of

renewal of corporate existence, $10.00.

(r) Filing and examination of a special report required by law,

$2.00.

(S) EXAMINING AND FILING A CERTIFICATE OF REGISTRATION. OF CORPORATE

NAME OF A FOREIGN CORPORATION, $50.00.

(T) EXAMINING AND FILING A CERTIFICATE OF RENEWAL OF REGISTRATION

OF CORPORATE NAME OF A FOREIGN CORPORATION, $50.00.

(U) EXAMINING AND FILING A CERTIFICATE OF TERMINATION OF REGISTRATION

OF CORPORATE NAME OF A FOREIGN CORPORATION, $10.00.

(2) These fees shall be paid to the administrator at the time of

filing or when the service is rendered by the administrator. The fees

shall be in addition to the franchise fees prescribed in this act, and

shall, when collected, be paid into the treasury of the state and credited

to the general fund.
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(3) Fees paid by or on behalf of domestic and foreign regulated .

investment companies as defined in section 1064 shall.be..the,same as are

charged foreign and domestic corporations for the purposes specified in, .
this section.

(4) The fees received pursuant to section 915 shall be deposited ·. ,

in the state treasury to the credit of the administrator to. be used by

the corporation and securities bureau in carrying out those duties required

by law. After the payement of the amounts appropriated by the legislature

for the necessary expenses incurred in the administration of this act, -

the money remaining shall be credited to the general fund of the state.

(5) A minimum charge of $1.00 for each certificate and 50 cents

per folio shall be paid to the administrator for certifying a part of

a file or record pertaining to a corporation for which provision for payment

is not set forth in subsection (1). The administrator may furnish copies

of documents, reports, and papers required or permitted by law to be filed

with the administrator, and shall charge for those copies pursuant to

a schedule of fees which the administrator shall adopt with the approval

of the state administrative board. The administrator shall retain the

revenue collected under this subsection to be used by the corporation

and securities bureau to defray the costs for its copying and certifying
services.

COMMENT: Section 1060 is amended to add fees for the filings per-
mitted by foreign corporations because of the amendments to Section
1016, 1021 and 1056. The changes also clarify administrative filing
and copying procedures.
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Sec. 1062. (1) A domestic corporation or cooperative association,

organized for profit, and a domestic regulated investment company, except

corporations organized under Act No. 156 of the Public Acts of 1964, as

amended, being sections 489.501 to 489.920 of the Michigan Compiled Laws,

at the time of filing its articles, shall pay to the administrator, as

an organization fee and as an admission fee, a sum equal to 1/2 mill upon

the dollar for each dollar of the authorized capital stock of the corporation.

The organization fee shall not be less than $25.00. In case of a regulated

investment company the fee shall not exceed $40.00. The initial admission

franchise fee of a foreign corporation for profit and foreign regulated

investment company applying for .admission to do business in this state

shall be $25.00, and authorized capital stock in the amount of $50,000.00

shall be consi dered intially attributable to this state at the time Of

admission. Every corporation heretofore or hereafter incorporated under

the laws of this state which increases it authorized capital stock shall.

pay a sum equal to 1/2 mill upon each dollar for each increase in its

authorized capital stock. A foreign .corporation authorized to transact

business in this state 7- which increases the amount of its authorized

capital stock attributable to this state over the previous highest amount

of authorized capital stock attributable to this state, shall file a supple-

mental statement before the next May 16 giving a detailed account of the

amount of the increase, and shall pay the additional franchise fee on

account of the increase as provided in this section. The amount of autho-

rized capital stock attributable to this state shall be determined by

multiplying the entire amount of authorized capital stock by the apportion-

ment percentage used in the computation of the tax required by Act No.

228 of the Public Acts of 1975, AS AMENDED. If the business activities

are confined solely to this state, the entire amount of authorized capital
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stock shall be considered attributable to this state. A foreign corporation

required to file a supplemental statement shall pay with the filing an

additional admission franchise fee of 1/2 mill upon each dollar of increase

in the amount of authorized capital stock attributable to this state.

This increase shall be the excess of the then current amount of authorized

capital stock attributable to this state over the previous highest amount

of authorized capital stock attributable to this state. A supplemental

statement shall be filed on or before May 15, 1973, by every foreign corpora-

tion authorized to transact business in this state on December 31, 1972.

Every such foreign corporation shall be considered to have that amount

of its authorized capital stock initially attributable to this state which

shall be determined by applying its entire amount of authorized capital

stock by the allocation factor used in the computation of its annual privilege

fee. If the annual privilege fee is computed upon the entire paid-up

capital and surplus, the entire amount of authorized capital stock shall

be considered to be initially attributable to this state. A minimum autho-

rized capital stock of $50,000.00 shall be considered to be initially

attributable to this state. The supplemental statement setting forth

this initial determination shall be without fee other than the filing

fee and shall be used as a base in connection with ascertaining future

supplemental statement filing requirements. The administrator shall be

authorized to require the corporation to furnish detailed and exact informa-

tion touching those matters before making a final determination of the

organization fee to be paid by the corporation. "Corporation" as used

in this section includes partership associations, limited, cooperative

assoctations, joint associations having any of the powers of corporations,
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and common law trust or trusts created by statute of this or another state
or country exercising common law powers in the nature of corporations,
whether domestic or foreign, in addition to other corporations as are
referred to in this act.

(2) If the capital of a corporation is not divided into shares,
the property of the corporation is the authorized capital stock for the
purposes of this section.

(3) IF A FOREIGN CORPORATION AUTHORIZED TO TRANSACT BUSINESS IN
THIS STATE MERGES INTO ANY DOMESTIC CORPORATION OR CONSOLIDATES WITH 1

OR MORE CORPORATIONS INTO A DOMESTIC CORPORATION BY COMPLYING WITH THE
,PROVISIONS OF SECTION 731, THE RESULTING DOMESTIC CORPORATION SHALL PAY

FRANCHISE FEES FOR ANY INCREASE IN AUTHORIZED CAPITAL STOCK OR FOR ANY

AUTHORIZED CAPITAL STOCK AS PROVIDED IN SUBSECTION (1), LESS SUCH SUMS
AS THE FOREIGN CORPORATION SO MERGING OR CONSOLIDATING HAS PREVIOUSLY

PAID TO THE STATE UNDER SUBSECTION (1), AS AN INITIAL OR ADDITIONAL ADMISSION
FRANCHISE FEE.

COMMENT: Section 1062 is amended by adding a provision giving
a credit for franchise fees paid by a foreign corporation that, in
effect, reincorporates in Michigan by means of merger or consolida-
tion. The intention of the amendment is to encourage the rein-
corporation of Michigan based foreign corporations in Michigan.
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RECOMMENDATION RE AMENDMENT OF BUSINESS

ENTITY EXEMPTION ACT RELATING TO USURY LAWS

The proposed bill is an amendment to Act No. 52 of the Public
Acts of 1970, M.C.L. 438.31, which is known as the Business Entity
Exemption Act to the Michigan usury laws. Except for this Act,

the general limit on interest on a loan in this state is 5%, but
if evidenced by an agreement in writing, it is 7%. There are many
statutes in this state which provide for permissible higher rates
of interest for particular types of lenders or for specific types
of transactions.''·.

In 1970, the Business Entity Exemption Act was enacted exempt-
ing from the otherwise legal rate limitations, the "extensions of
credit to any business entity" by state banks, national banks and
insurance companies. A business entity is defined as a corporation,
trust, estate, partnership, cooperative or association. An
individual can also fit within the definition if he furnishes to the

extender of credit a sworn statement in writing specifying a business
and business purpose for which the proceeds of the extension of credit
will be used. In 1978,'the Business Entity Exemption was amended to
cover extensions of credit by a finance subsidiary of a manufacturing
corporation as well as the lenders previously covered.

Th& Business Entity Exemption has freed business related transac-
tions from the restrictions of the legal interest rates, thereby per-
mitting businesses to obtain financing that lenders would not other-
wise provide. Howeveri as the exemptions currently stand, two diffi-
culties persist. First, it is not available if any other statute
limiting interest rates is applicable. Thus, the 25% criminal usury
limit applies to'loans to business entities as do the particular
requirements of other acts. ' Second, loans made by the many types of
lenders not covered by the statute are still subj ect to the legal
rate limitations. As a result, a bank can make a loan to a business
entity at any rate below 25% interests but anyone other than a bank,
insurance company, or finance subsidiary could only make the same loan
at 7%. Interest on judgments has recently been raised to 12% (Act
134 P.A.,1980).

For many years in this state, corporations have been deprived of
the def ense o f usury with no apfarent adverse results. . See M.C.L.
§450.1275. There should be no need to protect business from usurious
interest rates under today's business climate which permits interest
to reach whatever level the competitive market requires for the use
of money.
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In the proposed bill, by revising the first part of subsection
(2) to read "Notwithstanding the provisions of any other statute
of this state relating to lawful or usurious interest," the Business
Entity will no longer be subject to the restrictions created by the
maze of all the other usury statutes of this state. The Business
Entity Exemption is also broadened by eliminating the requirement
that the extension of credit be made only by a specified type of
lender. The requirement that the extension of credit be made to a
business entity is sufficient to ensure that only business loans
are covered by the Act and that consumer type loans are not affected.

As they currently stand, the usury laws of this state are a trap
for the unwary. Both borrowers and lenders should be able to enter
into legitimate business loans without fear that their bargain will
be unmade if they fail to structure the transaction in the precise
way required to comply with a host of complex and confusing usury
laws. The proposed bill accomplishes this result by permitting
business loans to be made by lenders and borrowers at whatever rate
they freely agree upon.

The proposed bill follows:

BUSINESS ENTITY EXEMPTION

FROM USURY LAWS

A bill to amend section 1 of Act No. 52 of the Public Acts of

1970, entitled "An Act to Exempt Loans to Business Entities From

the Provisions of the Usury Statutes," as amended by Act No. 15 of

the Public Acts of 1978, being Section 438.61 of the Compiled Laws

of 1970, as amended.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Section 1. Section 1 of Act No. 52 of the Public Acts of 1970,

as amended by Act No. 15 of the Public Acts of 1978, being Section

438.61 of the Compiled Laws of 1970, is amended to read as follows:
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Sec. 1. (1) As used in this act "business entity" means: (a)

A corporation, trust, estate, partnership, cooperative, or associa-

tion; or (b) A natural person who furnishes to the extender of the

credit a sworn statement in writing specifying the type of business

and business purpose for which the proceeds of the loan OR OBLIGATION

will be used, but the exemption provided by this act does not apply

if the extender of credit has notice that the person signing the

sworn statement was not engaged in the business indicated.
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(2) NOTWITHSTANDING THE PROVISIONS OF ANY OTHER STATUTE OF THIS

STATE RELATING TO LAWFUL OR USURIOUS INTEREST, ANY RATE OR AMOUNT OF

INTEREST IS LAWFUL IF AGREED UPON IN WRITING SIGNED BY AN OBLIGOR

WHICH IS A BUSINESS ENTITY AS DEFINED IN THIS ACT.
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RECOMMENDATION RE AMENDMENT OF R.J.A. SECTION

308 (COURT OF APPEALS JURISDICTION) IN ACCORD

WITH R.J.A. SECTION 861

M. C.L. §600.308 provides that the Court of Appeals has juris-
diction on appeal from "all final j udgments from the circuit
courts, courts of claims, and recorder's court, except judgments
on ordinance violations in the traffic and ordinance division of
recorder' s court." It further provides that "appeals from final
j udgments from all other courts . . . shall be taken to the cir-
cuit court."

M.C.L. §600.861, adopted in 1978, added to the appellate juris-
diction of the Court of Appeals, but did not amend §600.308.
M. C.L. §600.861 provides:

Sec. 861. A party to a proceeding in the probate
court may appeal the following orders as a matter of
right to the court of appeals:

(a) A final order affecting the rights or interests
of any interested person in an estate or trust.

(b) An order entered in an adoption proceeding under
chapter 10 of Act No. 288 of the Public Acts of 1930, as
amended, and appealed in accordance with section 65 of
this chapter.

(c) A final order in a condemnation case entered
under Act No. 40 of the Public Acts of 1956, as
amended, being sections 280.1 to 280.630 of the
Michigan Compiled Laws.

The Commission recommends that section 308 be amended to take

note of the additional jurisdiction vested in section 861. Section
308 as currently written not only fails to take note of section
861, but seems to be directly contrary to that provision in stating
that appeals from final j udgments of "all other courts" shall be
taken to the circuit court. The orders of the probate court speci-
fied in section 861 may often constitute final judgments.

The proposed bill follows:
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COURT OF APPEALS JURISDICTION ·

A bill to amend section 308 of Act No. 236 of the Public Acts

of 1961, entitled as amended "An act to revise and consolidate

the statutes relating to the organization and jurisdiction of the

courts of this state; the powers and duties of such courts, and

of the judges and other officers thereof; the forms and attributes

of civil claims and actions; the time within which civil actions

and proceedings may be brought in said courts; pleading evidence,

practice and procedure in civil and criminal actions and pro-

ceedings in said courts; to provide remedies and penalties for the

violation of certain provisions of this act; and to repeal all

acts and parts of acts inconsistent with, or contravening any of

the provisions of this act," as added by Act No. 281 of the Public

Acts of 1964 and as amended by Act No. 116 of the Public Acts of

1968, being section 600.308 of the Compiled Laws of 1970.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Section 1. Section 308 of Act No. 236 of the Public Acts of

1961, as added by Act Noo 281 of the Public Acts of 1964 and as

amended by Act No. 116 of the Public Acts of 1968, being section

600.308 of the Compiled Laws of 1970, is amended to read as

follows:
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Sec. 308. The court o f appeals has jurisdiction on appeals from

(1) All final judgments from the circuit courts, court of claims

and recorder's court, except judgments on ordinance violations in

the traffic and ordinance division of recorder's court. EXCEPT AS

PROVIDED IN SUBSECTION (2), appeals from final judgments from all

other courts and from convictions for ordinance violations in the

traffic and ordinance division of recorder's court shall be taken to

the circuit courts, upon which further review may be had only upon

application for leave to appeal granted by the court of appeals.

(2) THOSE ORDERS OF THE PROBATE COURT SPECIFIED IN SECTION 608.

(3) Such other judgments or interlocutory orders as the supreme

court may by rules determine.
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RECOMMENDATION RE AMENDMENT OF PROBATE CODE

SECTION 767 (INTEREST ON PROBATE CODE JUDG-

MENTS) IN ACCORD WITH R.J.A. SECTION 6013

Section 767 of the probate code provides that interest on judg-
ments shall be calculated "at the rate of 6% per year" unless the
judgment is awarded on a claim or counterclaim based on "a written
instrument having a higher rate of interest, in which event interest
shall be computed at the rate specified in the instrument if the
rate was legal at the time the instrument was executed." At the
time of adoption of section 767, this standard was in accord with
R. J.A. section 6013, which specifies the interest rate on all money
judgments in civil actions. In 1980, however, section 6013 was
amended by Public Act 134. Section 6013 now provides:

Sec. 6013. (1) Interest shall be allowed on a money
judgment recovered in a civil action, as provided in
this section.

(2) For complaints filed before June 1, 1980, in an
action involving other than a written instrument having
a rate of interest exceeding 6% per year, the interest
on the judgment shall be calculated from the date of
filing the complaint to June 1, 1980 at the rate of 6%
per year and on and after June 1, 1980 to the date of
satisfaction of the judgment at the rate of 12% per
year compounded annually.

(3) For complaints filed before June 1, 1980, in an
action involving a written instrument having a rate
of interest exceeding 6% per year, the interest on the
judgment shall be calculated from the date of filing
the complaint to the date of satisfaction of the judg-
ment at the rate specified in the instrument if the
rate was legal at the time the instrument was executed.
However, the rate after the date judgment is entered
shall not exceed the following:

(a) Seven percent per year compounded annually for any
period of time between the date judgment is entered and
the date of satisfaction of the judgment which elapses
before June 1, 1980.

(b) Thirteen percent per year compounded annually for
any period of time between the date judgment is entered
and the date of satisfaction of the judgment which
elapses after May 31, 1980.
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(4) For complaints filed on or after June- 1, 1980,
interest shall be calculated from the date of filing
the complaint to the date of satisfaction of the
judgment at the rate of 12% per year compounded
annually unless the judgment is rendered on a written
instrument having a higher rate of interest. In that
case interest shall be calculated at the rate specified
in the instrument if the rate was legal at the time
the instrument was executed. The rate shall not exceed

13% per year compounded annually after the date judgment
is entered.

(5) If a bona fide written offer of settlement in a
civil action based on tort is made by the party against
whom the j udgment is subsequently rendered and the
offer of settlement is substantially identical or sub-
stantially more favorable to the prevailing party than
the judgment, the court may order that interest shall
not be allowed beyond the date the written offer of
settlement is made.

Since section 6013 applies to all civil actions, section 767 of
the Probate Code should be amended to incorporate the provisions of
section 6013. The proposed bill would achieve this objective by
subsituting a cross-reference to 6013 for the current description
of the applicable interest rate in section 767. This approach is
utilized so as to avoid the necessity of amending section 767 every
time a change is made in section 6013.

The proposed bill follows:

INTEREST ON CLALM OR COUNTERCLAIM

IN PROBATE COURT PROCEEDINGS

A bill to amend section 767 of Act No. 642 of the Public Acts of

1978, entitled as amended "An act to revise and consolidate the laws

relative to the probate of decedents' estates, guardianships, con-

servatorships, protective proceedings, trusts and powers of attorney;
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to prescribe penalties and liabilities, and to repeal certain acts

and parts of acts," being section 700.767 of the Compiled Laws of

1970.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Section 1. Section 767 of Act No. 642 of the Public Acts of

1978, being section 700.767 of the Compiled Laws of 1970, is amended

to read as follows:

Sec. 767. Unless otherwise provided in a judgment in another

court entered against the estate, interest shall be allowed on

any allowed claim or allowed counterclaim in a civil action or

proceeding in the probate court. The interest shall be calculated

from the date of the filing of the claim, and in the event of a

counterclaim, from the date of its filing, at the A rate DETERMINED

PURSUANT TO SECTION 6013 OF ACT NO. 236 OF THE PUBLIC ACTS OF 1961,

AS AMENDED, BEING SECTION 600.6013 OF THE COMPILED LAWS OF 1970.
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RECOMMENDATION RE REVISED UNIFORM

LIMITED PARTNERSHIP ACT

The present statute controlling limited partnerships is based on

the Uniform Limited Partnership Act and is M.C.L. 449.201 et seq.

(the Existing Act). The National Conference of Commissioners of

Uniform State Laws adopted in August, 1976, a Revised Uniform Limited

Partnership Act (the Revised Act), with preferatory note and comments,

copy of which is attached hereto as Exhibit A. This Commission has '

employed Mr. Joel S. Adelman, who is a partner in the Detroit law firm

of Honigman Miller Schwartz and Cohn to review the Revised Act.

Mr. Adelman specializes in the field of formation and syndication

of limited partnerships and we deem him to be one of the most knowledg-

able attorneys in this field. He has kept in touch with the work of the

national body in the course of the drafting of this proposal and has a

knowledge in depth of the purposes of the revision and the problems which

need resolution. Fortunately, Mr. Adelman has volunteered his services

without charge to this Commission, for which we, in behalf of the State,

express our thanks and appreciation.

Mr. Adelman informs us that he has consulted with the following per-

sons concerning the proposed bill:

(1) E.C. Mackey, Director of the Corporation and
Securities Bureau of the Michigan Department
of Commerce, and members of his staff.

(2) Members of the Corporation, Finance and Business
Law Section of the State Bar of Michigan, including
members of the Unincorporated Enterprises Sub-
committee of the Corporation, Finance and Business
Law Section.
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(3) Representatives of the Attorney General's office
who are assigned to handle matters relating to
the Corporation and Securities Bureau.

Mr. Adelman prepared a proposed bill and an extensive report which

is attached hereto. His report, which we have labeled as the Reporter's

Commentary, discusses (1) the primary differences between the Revised Act

and the Existing Act, (2) the changes from the Uniform Revised Act con-

tained in the proposed bill, and (3) amendmerrts that should be made in

related statutes upon adoption of the Revised Act. Exhibit A accompanying

this report reprints the Revised Act with official notes and comments.

Exhibit A-1 contains a marked-up copy of the Revisied Act showing changes

from that Act that have been made in the proposed bill.

The proposed changes have a bearing on several other statutes which

Mr. Adelman suggests should be amended in the form shown in Exhibits B

and C. In addition he has attached hereto as Exhibit D, a copy of the

Attorney General's opinion dated November 5, 1979, concerning limitations

of voting rights of limited partners which is referred to in section I-4

of his report.

Members of the Commission have reviewed with Mr. Adelman the sub-

ject matter of the proposed bill and have suggested certain limited

changes which have been incorporated in the proposed bill. The Commis-

sion is very grateful to Mr. Adelman for the considerable time and

effort which he has expended in the preparation of the proposed bill

and his report thereon and for the excellent quality of the work pro-

duet which he has submitted to us and which we are herewith recommending

to the Legislature. The proposed Bill follows:
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MICHIGAN REVISED UNIFORM I,IMITED PARTNERSHIP ACT

ARTICLE 1

General Provisions

SECTION 101. [Definitions.] As used in this Act, unless
the context otherwise requires:

(1) "Administrator" means the chief officer of the Michigan
Department of Commerce or his designated representative.

(2) "Certificate of limited partnership" means the certificate re-
ferred to in Section 201, and the certificate as amended or restated.

(3) "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 his capacity
as a partner.

(4) "Event of withdrawal of a general partner" means an
event that causes a person to cease to be a general partner as
provided in Section 402.

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

(6) "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.

(7) "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.

(8) "Limited partnership" and "domestic limited partnership"
mean a partnership formed by 2 or more persons under the laws of
this State and having one or more general partners and one or more
limited partners.

(9) "Partner" means a limited or general partner.
(10) "Partnership agreement" means any valid agreement, written

or oral, of the partners as to the affairs of a limited partnership
and the conduct of its business.

(11) "Partnership interest" means a partner' s share of the profits
and losses of a limited partnership and the right to receive distri-
butions of partnership assets.

(12) "Person" means a natural person, partnership, limited partner-
ship ' (domestic or foreign), trust, estate, association, corporation,
or any other legal entity. .

(13) "State" means a state, territory, or possession of the United
States, the District of Col€mbia, or the Commonwealth of Puerto
Rico.
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SECTION 102. [NarAe.]. The name of each.limited partner-
ship as set forth in its certificate of limited partnership:

(1) ' shall -contain without abbreviation the words "limited
partnership";

(2) .may not contain the name of a limited partner unless
(i) it is also the name of a general partner or the corporate
name.of a corporate general partner, or (ii) the business of the
limited partnership had been carried on under that name before
the admission of that limited partner;

(3) may not contain any word or phrase indicating or implying
that it is organized other than for a purpose stated in its
certificate of limited partnership;

(4) shall be such as to distinguish it upon the records in the
office of the administrator from (i) the name of each other
domestic limited partnership,- (ii) the name of each foreign limited
partnership authorized to transact business in this State and
the name under which each such foreign limited partnership has
registered in this State, (iii) each name currently reserved under
Section 103 or assumed. under Section 104, (iv) the name of each
domestic corporation, and· each foreign corporation authorized to
transact business in this State and (v) each corporate name
currently reserved or registered under, the. business corporation
act or a predecessor act and each corporate name assumed under section
217 of the business corporation act; and

(5) may not contain the words "corporation" or "incorporated" or
any abbreviation or derivative thereof.

SECTION 103. [Reservation of Name.]
(a) The exclusive right to the use of a name may be reserved by:

(1) any person intending to organizd a limited partnership
under this Act and to adopt that name;

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

(3) any foreign limited partnership intendinij; to' register
in this State and adopt that name; and - -

(4) any person intending to organize a foreign limited ·.
partnership and intending to have it register in this S€ate -
and adopt that name.

(b) The reservation shall be made by:filirig with the.
administrator an application, executed by the applicant, to
reserve a specified name. If the administrator finds that '

the name is available for use by a domestic or foreign
limited bartnership and all filing fees required by law · .
have been paid, he shall reserve the name for the exclusive · f

use of the applicant for a period expiring at the end of, the
fourth full calendar month following the month in which the .. r

,

4
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application was filed. The administrator, for good cause
shown, may extend the reservation for periods of not more
than 2 calendar months each. Not more than 2 extensions

shall be granted. The right to the exclusive ilse of a
reserved name may be transferred to any other person by
filing in the office of the administrator a notice of the
transfer, executed by the applicant for whom the name was
reserved and specifying the name and address of the transferee.

SECTION 104. [Transacting Business Under Assumed Name;
Certificate.]

(a) A domestic limited partnership may transact its busi-
ness under any assumed name or names other than its name as set
forth in its certificate of limited partnership and a foreign
limited partnership may transact its business under any assumed
name or names other than the name under which it has registered in
this State if not precluded from use by Section 102(2), (3), (4) or
(5), and the same name may be assumed by 2 or more domestic or
foreign limited partnerships participating together in any partner-
ship or joint venture by filing with the administrator a certificate
stating the name as set forth in the certificate of limited partner-
ship, in the case of a domestic limited partnership, or under which
it has registered in this State, in the case of a foreign limited
partnership, and the assumed name under which the business is to be
transacted. Such certificate shall be effective for a period expiring
on December 31 of the fifth full calendar year following the year in
which it was filed, unless sooner terminated by the filing with the
administrator of -a certificate of termination of assumed name or by
the dissolution and the commencement of winding up of a domestic or
foreign limited partnership or the filing with the administrator of a
certificate of cancellation of registration of a foreign limited
partnership. It may be extended for additional consecutive periods
of 5 full calendar years each by the filing with the administrator
of similar certificates not earlier than 90 days preceding the expira-
tion of any such period. The administrator shall notify the limited
partnership of the impending expiration of the certificate of assumed
name no later than 90 days before the initial or subsequent 5-year
period will expire. This Section does not create substantive rights
to the use of a particular assumed name.

(b) Each certificate filed pursuant to Section 104(a) shall be
executed by at least one general partner.

SECTION 105. [Specified Office and Agent; Resignation of Agent.]
(a) 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 106 to be maintained; and
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(2) an agent for service of process on the limited partner-
ship. 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) An agent for service of process on a domestic or foreign
limited partnership may resign by filing a written notice thereof
with a general partner of such domestic or foreign limited partner-
ship and with the administrator. The general partners shall
promptly appoint a successor agent and shall promptly cause the
certificate of limited partnership to be amended, in the case of a
domestic limited partnership, or a certificate pursuant to Section
905 to be filed, in the case of a foreign limited partnership,
to reflect such appointment. The appointment of the resigning agent
terminates upon the (i) appointment of a successor and the filing of
a certificate of amendment or restated'certificate of limited part-
nership, in the case of a domestic limited partnership, or a certi-
ficate pursuant to Section 905, in the case of a foreign limited
partnership, reflecting such appointment, or (ii) expiration of 30
days after receipt of the notice by the administrator, whichever
first occurs.

SECTION 106. [Records to be Kept.] Each limited partnership
shall keep at the office referred to in Section 105 (a) (1) the
following: (1) a current list of the full name and last known busi-
ness or residence address of each partner, specifying separately the
general partners and limited partners and set forth in alphabetical
order within each category, (2) a copy of the certificate of limited
partnership and all certificates of amendment thereto, restated certi-
ficates of limited partnership and certificates filed pursuant to Section
104(a), together with executed copies of any powers of attorney pursuant
to which any certificate has been executed, (3) copies of the limited
partnership's federal, state and local income tax returns and reports,
if any, for the 3 most recent years, and (4) copies of any then effective
written partnership agreements and of any financial statements of the
limited partnership for the 3 most recent years. Those records are
subject to inspection and copying by any partner or his designated
representative during ordinary business hours, at the reasonable request
and at the expense of such partner.

SECTION 107. [Nature of Business.] A limited partnership
may carry on any business-that a partnership without limited
partners may carry on except as otherwise provided by law.

SECTION 108. [Business Transactions of Partner with Partner-
ship.] 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 with respect thereto as a
person who is not a partner.

SECTION 109. [Agreement to Pay Interest in Excess of Legal
Rate; Defense of Usury Prohibited.] A domestic or foreign
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1 imiled partnership, whether or not formed at the n·quest of
a lender, may hy agreement in writing, and not otherwise,
agree to pay a rate of interest in excess of the legal rate
(including, without limitation, a rate of interest in excess

of the rate set forth in Act No. 259 of the Public Acts

of 1968, being sections 438.41 and 438.42 of the Michigan
Compiled Laws) and in such case the defense of usury is
prohibited.

ARTICLE 2

Formation: Certificate of Limited Partnership

SECTION 201. [Certificate of Limited Partnership.]
(a) In order to form a limited partnership two or more per-

sons must execute a certificate of limited partnership. . The certi-
ficate shall be filed in the office of the administrator and set
forth:

(1) the name of the limited partnership;
(2) the general character of its business;
(3) the address of the office and the name and address of

the agent for service of process required to be maintained by ,
Section 105(a);

(4) the name and the business or residence address of

each partner (specifying separately the general partners and
limited partners);

(5) the amount of cash and a description and statement
of the agreed value of the other property or services contribu-
ted by each limited partner and which each limited partner has
agreed to contribute in the future;

(6) the times at which or events on the happening of which
any additional contributions agreed to be made by each limited
partner are to be made;

(7) any power of a limited partner to grant the right to be-
come a limited partner to an assignee of any part of his partnership
interest, and the terms and conditions of the power;

(8) if agreed upon, the time at which or the events on the
happening of which a partner may terminate his membership in the
limited partnership and, in the case of a limited partner, the
amount of, or the method of determining, the distribution to
which he may be entitled respecting his partnership interest,
and the terms and conditions of the termination and distribution;

(9) any right'of a limited partner to receive distributions
of property, including cash from the limited partnership;

(10) any right of a limited partner to receive, or of a
general partner to make to a limited partner, distributions
which include a return of all or any part of the limited partner's
contribution;

(11) any time at which of events upon the happening of which
the limited partnership is to be dissolved and its affairs wound
UP;

(12) any right of the remaining general partners to continue
the business on the happening of an event of withdrawal of a
general partner; and

-46-

0 40 00 v C' W' 1- W

00-4 0,1,1 -t>W N M



(13) any other mat ters the partners determine to
include therein.

(b) A limited partnership is formed on the effective date
of the certificate of limited partnership as provided in
Section 206. .

' SECTION 202. [Amendment to Certificate.]
(a) A certificate of limited partnership is amended by -

filing a certificate of amendment thereto in the office of
the administrator. The certificate of -amendment shall set forth:

(1) the name of the limited phrtnership;
(2) .the date of filing of its original certificate of

limited partnership; and
(3) the amendment or amendments to the certificate of

,limited partnership.
(b) Within 60 days·after the happening of any of the

following events, an amendment to a certificate of limited ,
partnership reflecting the occurrence of the event or events
shall be filed:

(1) a change in the amount or character of the' contri-
bution of any limited.partner, or in any limited partner' s

.obligation to make a contribution;
(2) the admission of a new partner;
(3) the withdrawal of a partner; or
(4) the continuation of the business under Section

801 after an event of withdrawal of a general partner.
(c) A general partner who becomes aware that any state-

ment in a certificate of limited partnership was false when
made or that any arrangements or other facts described have
changed, making the certificate inaccurate in any-respect,
shall promptly amend the certificate, but an amendment to
show a change. of address of a limited partner need be filed
only once every .12 months.

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

. (e) No I;erson has any liability because an amendment to a
ceitificate of:.limited partnership has not been filed to reflect
the occurtence of any event referred to*in subsection (b) of
this Section if the amendment is filed within the 60 day
period specified in subsection (b).

(f) The provisions of a·limited partnership's certificate of
limited partnership which are then·in effect and operative, as there-
tofore amended, may be integrated into a single instrument and at the
same time its certificate of limited partnership may also be
further amended by the execution and filing of a restated certificate
of limited partnership. An amendment effected in connection
with the. restatement and integration of the certificate of
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limited partnership is subject to any other provision of this
Act, not inconsistent with this subsection, which would apply
if a certificate of amendment were filed to effect sitch amend-

ment. A restated certificate of limited partnership shall be
specifically designated as such in the heading thereof and shall
state, either in the heading or in an introductory paragraph, the
limited partnership's present name, and, if it has been changed,
all of its former names and the date of filing of its original
certificate of limited partnership.

(g) The certificate of limited partnership is amended on the
effective date of the certificate of amendment or restated certifi-

cate of limited partnership effecting an amendment as provided in
Section 206.

SECTION 203. [Cancellation of Certificate.]
(a) A certificate of limited partnership shall be cancelled upon

the dissolution and the commencement of winding up of the partnership
or at any other time there are no limited partners. A certificate of
cancellation shall be filed in the office of the administrator and
set forth:

(1) the name of the limited partnership;
(2) the date of filing of its original certificate of

limited partnership;

(3) the reason for filing the certificate of cancellation; and
(4) any other information the general partners filing the

certificate determine.

(b) The certificate of limited partnership is cancelled
on the effective date of the certificate of cancellation as

provided in Section 206.

SECTION 204. [Execution of Certificates.]
(a) Each certificate required by this Article to be filed in

the office of the administrator shall be executed in the following
manner:

(1) an original certificate of limited<partnership must
be signed by all partners named therein;

(2) a certificate of amendment or a restated certificate

of limited partnership must be signed by at least one general
partner and by each other partner designated in the certificate
as a new partner or whose contribution is described as having
been increased; and

(3) a certificate of cancellation must be signed by at
least one general partner.

(b) Any person may sign any certificate required or per-
mitted to be filed under this Act by an attorney-in-fact.

(c) The execution of a certificate by a general partner
.constitutes an affirmation under the penalties of perjury that
the facts -sta-ted therein are true.

SECTION 205. [Amendment Br Cancellation by Judicial Act.]
If a person required by Section 204 to execute a certificate
of amendment, a restated certificate of limited partnership or
a certificate of cancellation fails or refuses to do so, any other
partner, and any assignee of a partnership interest, who is -
adversely affected by the failure or refusal, may petition the
circuit court of the county in which the office referred to in
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Section 105(a)(1) is located to direct the amendment,
restatement or cancellation. If the court finds that the

amendment, restatement or cance]Jation is proper and that

any person so designated has failed or refused to execute
the certificate, it shall order the administrator to record

an appropriate certificate of amendment, restated certifi-
cate of limited partnership or certificate of cancellation,

and the court may require the person who has failed or refused
to execute the certificate to pay to the petitioner the
reasonable expenses, including court costs and fees of
attorneys, incurred by him with respect to the proceedings.

The certificate of limited partnership is amended on the
effective date of the certificate of amendment or restated

certificate of limited partnership effecting an amendment,
and the certificate of limited partnership is cancelled on
the effective date of the certificate of cancellation, as
provided in Section 206.

SECTION 206. [Filing in Office of Administrator.]
(a) A document required or permitted to be filed under this

Act shall be filed by delivering the document to the adminis-
trator together with the fees and accompanying documents required
by law. A person who executes a certificate as an attorney-in-fact,
agent or fiduciary need not exhibit evidence of his authority as a
prerequisite to filing. If the document substantially conforms to
the requirements of this Act, the administrator shall endorse upon
it the word "filed" with his official title and the dates of receipt
and of filing thereof, and shall file and index the document or a
microfilm or other reproduced copy thereof in his office. If so
requested at the time of the delivery of the document to his offices
the administrator shall include the hour of filing in his endorsement
thereon. The administrator shall prepare and return a true copy of
the document, or at his discretion the original thereof, to the person
who submitted it for filing showing the filing date thereof. The
records and files of the administrator relating to limited partner-
ships shall be open to reasonable inspection by the public. The
records or files may, at the discretion of the administrator, be
maintained either in their original form or in microfilm or other
reproduced form. The administrator may make copies of all documents
filed under this Act, or any predecessor Act, by microfilm or other
process and may destroy the originals of the documents so copied.

(b) The document is effective at the time it is endorsed unless a

subsequent effective time is set forth in the document which shall not
be later than 90 days after the date of delivery.

(c) The administrator may, at his discretion, require that a document
required or permitted to be filed under this Act be on a form prescribed
by the administrator.

SECTION 207. [Liability for False Statement in Certificate.[
If any certificate of limited partnership, certificate of amendment,
restated certificate of limited partnership or certificate of can-
cellation contains a false statement, one who suffers loss by
reliance on the statement may recover damages for the loss from:

(1) any person who executes the certificate, or causes another
to execute it on his behalf,.and knew the statement to be false at the
time the certificate was executed; and
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(2) any general partner who' thereafter knows that any arrangement
or·other fact described in the certificate has changed, making the state-
ment inaccurate in any respect within a sufficient time before the state-
ment was relied upon reasonably to have enabled that general partner to
cancel or amend the certificate, or to file a petition for its cancellation
or amendment under Section 205; provided, however, the provisions of this
subsection are subject in all respects to the provisions of Section 202(e).

SECTION 208. [Notice.] The fact that a certificate of limited
partnership is on file in the office of the administrator is

notice that the partnership is a limited partnership and the
persons designated therein as limited partners are limited partners,
and is notice of the matters included therein that are specified
in Sections 201(a)(1) through (12) or that are included therein
pursuant to any other section of this Act, but it is not notice
of any other fact.

SECTION 209. [Delivery of Certificates to Limited Partners.] Upon
the return by the administrator pursuant to Section 206 of a true
copy or original of a certificate of limited partnership, certifi-
cate of amendment, restated certificate of limited partnership or
certificate of cancellation, the general partners shall promptly
deliver or mail a copy of the certificate to each limited partner
unless the partnership agreement provides otherwise.

ARTICLE 3

Limited Partners

SECTION 301. [Admission of Additional Limited Partners.]
(a) After the filing of a limited partnership's original

certificate of limited partnership, a person may be admitted
as an additional limited partner:

(1) in the case of a person acquiring a partnership
interest directly from the limited partnership, upon the com-
pliance with the partnership agreement or, if the partnership
agreement does not so provide, upon the written consent of all
partners; and

(2) in the case of an assignee of a partnership interest
of a partner who has the power, as provided in Section 704, to
grant the assignee the right to become a limited partner,
upon the exercise of that power and compliance with any conditions
limiting the grant or exercise of the power.

(b) In each case under subsection (a), the person acquiring
the partnership interest becomes a limited partner only upon
amendment of the certificate of limited partnership reflecting
that facy.

SECTION 302. [Voting.] Subject to Section 303; the partner-
ship agreement may grant to all or a specified group of the
limited partners the right to vote (with or without the concur-
renee of the general partners, on a per capita or other basis) upon
any matter.

SECTION 303. [Liability to Third Parties.]
(a) Except as provided in subsection (d), a limited partnerN 1·-I
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is not liable for the obligations of a limited part-
nership unless he is also a general partner or, in
addition to the exercise of his rights and powers as
a limited partner, he takes part in the control of the
business. However, if the limited partner' s parti-
cipation in the control of the business is not substan-
tially the same as the exercise of the powers of a
general partner, he is liable only to persons who trans-
act business with the limited partnership with actual
knowledge of his participation in control.

(b) A limited partner does not participate in the
control of the business within the meaning of sub-
section (a) solely by doing one or more of the
following:

(1) being a contractor for or an agent or employee
of the limited partnership or of a general partner;

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

(3) acting as surety for the limited partnership;
(4) approving or disapproving an amendment to the

partnership agreement;
(5) approving or disapproving a transaction involving

an actual or potential conflict of interest between a
general partner and the limited partnership;

(6) requesting or attending a meeting of partners; or
(7) voting on one or more of the following matters:

(i) the dissolution and winding up of the limited
partnership;

(ii) the sale, exchange, lease, mortgage, pledge,
or other transfer of all or substantially all of the assets
of the limited partnership other than in the ordinary course
of its business;

(iii) the incurrence of indebtedness by the limited
partnership other than in the ordinary course of its business;

(iv) a change in the nature of the business; or
(v) the removal of a general partner.

(c) The enumeration in subsection (b) does not mean that
the possession or exercise of any other powers by a limited
partner constitutes participation by him in the business of
the limited partnership.

(d) A limited partner who knowingly permits his name to be
used in the name of the limited partnership, except under
circumstances permitted by Section 102(2)(i), is liable to
creditors who extend credit to the limited partnership without
actual knowledge that the limited partner is not a general
partner.

SECTION 304. [Person Erroneously Believing Himself Limited
Partner.]

(a) Except as provided in subsection (b), a person who
makes a contribution to a business enterprise and erroneously
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but in good faith believes that he has become a
limited partner in the enterprise is not a general
partner in the enterprise and is not bound by its
obligations by reason of making the contribution,
receiving distributions from the enterprise, or
exercising any rights of a limited partner, if, on
ascertaining the mistake, he:

(1) causes an appropriate certificate of limited
partnership, certificate of amendment or restated
certificate of limited partnership to be executed and filed; or

(2) withdraws from future equity participation
in the enterprise.

(b) A person who makes a contribution of the kind
described in subsection (a) is liable as a general
partner to any third party who transacts business with
the enterprise (i) before the person withdraws and an
appropriate certificate is filed to show withdrawal,
or (ii) before an appropriate certificate is filed to
show his status as a limited partner and, in the case
of an amendment, after expiration of the 60-day period
for filing an amendment relating to the person as a
limited partner under Section 202, but 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.

SECTION 305. [Information.] Each limited partner has
the right to:

(1) inspect and copy or have his designated represen-
tative inspect and copy any of the partnership records required
to be maintained by Section 106; and

(2) obtain from the general partners from time to time
upon reasonable demand (i) true and full information regar-
ding the state of the business and financial condition of
the limited partnership, (ii) promptly after becoming avail-
able, a copy of the limited partnership's federal, state and
local income tax returns for each year, and (iii) other in-
formation regarding the affairs of the limited partnership as
is just and reasonable.

ARTICLE 4

General Partners

SECTION 401. [Admission of Additional General Partners.] Af-
ter the filing of a limited partnership's original certificate
of limited partnership, additional general partners may be
admitted as provided in the partnership agreement or, if the
partnership agreement does not so provide, upon the written
consent of all partners.

-52-

0L-14>WNI-•

Iv tv tv tv IV IV PI I# rg [V  1-' -- F-* -' 1 tu M -W N 1-' O 0 00 \1 ON Un -E>WN 1-• 1.0 00 --1 0 U-1 -E> WN 1-• O ,000 vo U, 4> WN 1-• O cD 00 -·J e Ul



1 SECTION 402. [Events of Withdrawal.] Except as approved by
2 the specific written consent of all partners at tile time, a
3 person ceases to be a general partner of a limited partnership
4 upon the happening of any of the following events:
5 (1) the general partner withdraws from the limited part-
6 nership as provided in Section 602;
7 (2) the general partner is removed as a general partner
8 in accordance with the partnership agreement;
9 (3) unless otherwise provided in the certificate of limi-

10 ted partnership, the general partner: (i) makes an assignment
11 for the benefit of creditors; (ii) files a voluntary petition
12 in bankruptcy; (iii) is adjudicated a bankrupt or insolvent;
13 (iv) files a petition or answer seeking for himself any re-
14 organization, arrangement, composition, readjustment, liquid-
15 ation, dissolution or similar relief under any statute, law or
16 regulation; (v) files an answer or other pleading admitting
17 or failing to contest the material allegations of a petition
18 filed against him in any proceeding of this nature; or (vi)
19 seeks, consents to, or acquiesces in the appointment of a
20 trustee, receiver, or liquidator of the general partner or of
21 all or any substantial part of his properties;
22 (4) unless otherwise provided in the certificate of limit-
23 ed partnership, 120 days after the commencement of any proceeding
24 against the general partner seeking reorganization, arrangement,
25 composition, readjustment, liquidation, dissolution or similar
26 relief under any statute, law, or regulation, the proceeding has
27 not been dismissed, or if within 90 days after the appointment
28 without his consent or acquiescence of a trustee, receiver, or
29 liquidator of the general partner or of all or any substantial
30 part of his properties, the appointment is not vacated or stayed
31 or within 90 days after the expiration of any such stay, the
32 appointment is not vacated;
33 (5) in the case of a general partner who is a natural
34 person,
35 (i) his death; or
36 (ii) the entry of an order by a court of competent -jurisdiction
37 adjudicating him to be legally incapacitated or unable or incompetent to
38 manage his person or his estate;

39 (6) in the case of a general partner who is acting as a
40 general partner by virtue of being a trustee of a trust, the
41 termination of the trust (but not merely the substitution of a
42 new trustee);
43 (7) in the case of a general partner that is a separate
44 partnership, the dissolution and commencement of winding up of
45 the separate partnership;
46 (8) in the case of a general partner that is a corpora-
47 tion, the dissolution of the corporation or the revocation of
48 its charter;
49, (9) in the case of an estate, the distribution by the
50 fiduciary of the estate's entire interest in the partnership;
51 (10) in the case of a general partner that is anv other
52 legal entity, the cessation of the legal existence of the legal
53 entity; or
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(11). any event specified in the partnership agreement as
resulting in a person ceasing to be a general partner.

, SECTION 403. [General Powers and Liabilities.] Except as
provided in this Act or in the partnership agreement, a general
partner of a limited partnership has the rights and powers and
is subject to the restrictions and liabilities of a partner
in a partnership without limited partners.

SECTION.404. [Contributions by General Partner.] -A general
partner of a limited partnership may make contributions to the
partnership and share in the profits and losses of, and in
distributions from, the limited partnership as a general part-
ner. A general partner also may make contributions to and
share in profits, losses, and distributions as a limited

partner. A person who is both a general partner and a limited
partner has the rights and powers, and is subject to the
restrictions and liabilities, of a general partner and,
except as provided in the partnership agreement, also has the
powers, and is subject to the restrictions, of a limited part-
ner to the extent of his participation in the partnership as a
limited partner.

SECTION 405. [Voting.] The partnership agreement may grant
to all or certain identified general partners the right to vote
(on a per capita or any other basis), separately or with all or
any class of the limited partners, on any matter.

ARTICLE 5

Finance

SECTION 501. [Form of Contribution.] The contribution of
a partner may be in cash, property, or services rendered, or
a promissory note or other obligation to contribute cash or
property or to perform services.

SECTION 502. [Liability for Contribution.]
(a) Except as provided in the certificate of limited part-

nership, a limited partner is obligated to the limited part-
nership to perform any promise to contribute cash or property
or to perform services, even if he is unable to perform because
of death, disability or any other reason. If a limited partner

does not make the required contribution of property or services,
he is obligated at the option of the limited partnership to con-
tribute cash equal,to that portion of the value (as stated in
the certificate of limited partnership) of the stated contribu-
tion that has not been made, in addition to any other rights that

the limited partnership may have against such limited partner
under the partnership agreement or applicable law.

(b) * Unless otherwise provided in the partnership agreement,
the obligation of a limited partner to make a contribution or

1----
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return money or other property paid or distributed in vio-
lation of this Act may be compromised only by consent of
all the partners. Notwithstanding the compromise, a creditor
of a limited partnership who extends credit, or whose claim
arises, after the filing of the certificate of limited part-
nership or an amendment thereto which, in either case,
reflects the obligation, and before the amendment or cancel-
lation thereof to reflect the compromise, may enforce the
original obligation.

(c) The obligation of a general partner to the limited
partnership to contribute cash or property or perform services
shall be as provided in the partnership agreement.

SECTION 503. [Sharing of Profits and Losses.] The profits
and losses of a limited partnership shall be allocated among
the partners, and among classes of partners, in the manner
provided in the partnership agreement. If the partnership
agreement does not so provide, profits and losses shall be
allocated on the basis of the value of the contributions made
by each partner to the extent they have been received by the
partnership and have not been returned. For purposes of this
Section, the value of the contributions made by each limited
partner shall be as stated in the certificate of limited part-
nership, and the value of the contributions made by each
general partner shall be as stated in the partnership agree-
ment, and if the partnership agreement does not so state, the
value of the contributions made by each general partner shall
be as stated in the books and records of the partnership or
determined by any other reasonable method.

SECTION 504. [Sharing of Distributions.] Distributions of
cash or other assets of a limited partnership shall be
allocated among the partners, and among classes of partners,
in the manner provided in the partnership agreement. If the
partnership agreement does not so provide, distributions
shall be made on the basis of the value of the contributions
made by each partner to the extent they have been received by
the partnership and have not been returned. For purposes of
this Section, the value of the contributions made by each
limited partner shall be as stated in the certificate of
limited partnership, and the value of the contributions made
by each general partner shall be as stated in the partnership
agreement, and if the partnership agreement does not so state,
the value of the contributions made by each general partner
shall be as stated in the books and records of the partnership
or determined by any other reasonable method.
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ARTICLE 6

Distributions and Withdrawal

SECTION 601. [Interim Distributions.] Except as provided
in this Article, a partner is entitled to receive distri-
butions from a limited partnership before his withdrawal
from the limited partnership and before the dissolution and
winding up thereof:

(1) to the extent and at the times or upon the happen-
ing of the events specified in the partnership agreement; and

(2) if any distribution to a limited partner constitutes
a return of any part of his contribution under Section 608(c),
to the extent and at the times or upon the happening of the
events specified in the certificate of limited partnership.

SECTION 602. [Withdrawal of General Partner.] A general
partner may withdraw from a limited partnership at any time
by giving written notice to the other partners, but if the
withdrawal violates the partnership agreement, the limited
partnership may recover from the withdrawing general partner
damages for breach of the partnership agreement and offset the
damages against the amount otherwise distributable to him.

SECTION 603. [Withdrawal of Limited Partner.] A limited
partner may withdraw from a limited partnership at the time
or upon the happening of events specified in the certificate
of limited partnership (but not before) and in accordance with
the partnership agreement. If the certificate does not specify
the time or the events upon the happening of which a limited
partner may withdraw but does specify a definite time for the
dissolution and winding up of the limited partnership, a limited
partner may not withdraw prior to the dissolution and winding up
of the limited partnership. If the certificate does not specify
the time or the events upon the happening of which a limited
partner may withdraw or a definite time for the dissolution and
winding up of the limited partnership, a limited partner may
withdraw upon not less than 6 months' prior written notice to
each general partner at his address on the books of the limited
partnership at its office in this State.

SECTION 604. [Distribution Upon Withdrawal.] Except as
provided in this Article, upon withdrawal any withdrawing
partner is entitled to receive any distribution to which he
is entitled under the partnership agreement and, if not
otherwise provided in the agreement, he is entitled to
receive, within a reasonable time after withdrawal, the
fair value of his interest in the limited partnership as of
the date of withdrawal based upon his right to share in
distributions from the limited partnership.
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SECTION 605. [Distribution in Kind.] Exec·pt as provided
in the certificate of limited partnership, a limited partner,
and except as provided in the partnership agreement, a general
partner, regardless of the nature of his contribution, has no
right to demand and receive any distribution from a limited
partnership in any form other than cash. Except as provided
in the partnership agreement, a partner may not be compelled
to accept a distribution of any asset in kind from a limited
partnership to the extent that the percentage of the asset
distributed to him exceeds a percentage of that asset which
is equal to the percentage in which he shares in distributions
from the limited partnership.

SECTION 606. [Right to Distributiori. ] At the time a partner
becomes entitled to receive a distribution, he has the status of,
and is entitled to all remedies available to, a creditor of the
limited partnership with respect to the distribution.

SECTION 607. [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 liabili-
ties of the limited partnership, other than liabilities to partners
on account of their partnership interests, exceed the fair value of
the partnership assets.

SECTION 608. [Liability Upon Return of Contribution.]
(a) If a limited partner has received the return of any part

of his contribution without violation of the partnership agree-
ment or this Act, he is liable to the limited partnership for a
period of one year thereafter for the amount of the returned
contribution, but only to the extent necessary to discharge the
limited partnership's liabilities to creditors who extended
credit to the limited partnership during the period the contri-
bution was held by the partnership.

(b) If a limited partner has received the return of any part
of his contribution in violation of the partnership agreement
or this Act, he is·liable to the limited partnership for a
period of 6 years thereafter for the amount of the contribution
wrongfully returned.

(c) A limited partner receives a return of his contribution
to the extent that a distribution to him reduces his share of

the fair value of the net assets of the limited partnership
below the value (as set forth in the certificate of limited

partnership) of his contribution which has not been distributed
to him.
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ART] CLE 7

Assignment of Partnership Interests

SECTION 701. [Nature of Partriership Interest. ] A partner-
ship interest is personal property. ,

SECTION 702. [Assignment of Partnership Interest.] Except
as provided in the partnership agreement, a partnership interest
is assignable in whdle or in part., An assignment of a partner-
ship 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 be
entitled.

SECTION 703. [Rights of Creditor.] On application to a court
of competent jurisdiction .by-any judgment creditor of a phrtner,
the court may charge the partnership interest of the partner with
payment of the unsatisfied amount of the judgment with interest.
To the 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 partnership interest.

SECTION 704. [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 andto the extent that (1) the assignor gives the assignee
that right in accordance with authority described in the.certi-
ficate 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 Act. An assignee who becomes

a limited partner also is liable for the obligations of his
assignor to make and'return contributions as provided in
Article 6. Howeyer, the assignee is not obligated for liabili-
ties unknown to the assignee at the time he became a limited
partner and which could not be ascertained from the certifi=
cate of limited partnership.

(c) If an assignee of a partnership interest becomes a
limited partner, the assignor is not released from his liability ·
to the limited partnership under Sections 207 and 502.

SECTION 705. [Power of Estate of Deceased or Incompetent
Partner.] If a partner.who is an individual dies or a court
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3 . of competent jurisdiction adjudges him to be unable ,
4 to manage his property, or incompetent to manage·his
5 person or his property, the partner's petsonal re- . - ,
6 presentative, executor, administrator, guardian,- con-
7 servator, or other legal ,representative' may ,exercise- all
8 the partner' s' rights for the purpose 6f settling his
9 estate or administering his property, including* any power
0 the partner had to give an assignee the Tight to become
1 a limited partner,. If a partner is a corporation, trust,
2 *or other entity and is dissolved. or t€rminated, the powers ' .
3 of that partner may be exercised by its legal representative

or successor.

ARTICLE 8

Dissolution,

SECTION 801. [Nonjudicial Dissolution.] A limited part-
nership is dissolved and its affairs shall be wound up upon
the happening of the first tooccur of the following:

(1) at the. time or upon the happening of events
specified in the certificate of limited partnership;

(2) written consent of all partners; 
(3) an event of withdrawal of a general partner unless

at the time there is at least one other general partner and
the certifidate of limited partnership permits the business
of the limited partnershiD 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 any event.of withdrawal, if, within 90 days
after the withdrawal, all remaining partners agree in writing
to continue the business.of the limited partnership and to the
appointment of one or more additional general partners if neces-
sary or desired; or

(4)· entry of a decree of judicial dissolution under
Section 802 or 803.

SECTION 802. [Judicial- Dissolution. ] On application by
or for a partner the circuit court,of the county in which
the office referred to in Section 105(a)(1) is located may
decree dissolution of a limited partnership when it is.
established that the acts of the general partners, or.those
of the general partners in control of the lirnited partner-
ship, are illegal, fraudulent or willfully unfair and
oppressive to the l,imited partnership or to such partner.
On application by or for a partner to dissolve a limited * part-
nership on a ground enumerated in this Section, the court . upon
establishment of such ground may make sucK order or grant , 
such relief, other than dissolution, as it. deems appropriate.
A copy of a judicial order of dissolution shall be forwarded f
promptly to the administrator by the person designated by' the .
court.

SECTION 803. [Action by attorney general for dissolution.]
(a) The attorney general may bring an action in the Circuit

court of the county in which the office referred to in Section . ·
105(a)(1) is located for dissolution of a.limited.par€ndrship .
upon .the ground that the limited partnership has commityed
any of the following acts: .
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(1) procured its organization through fraud;
(2) repeatedly and wilfully exceeded the

authority conferred upon it by law; or
(3) repeatedly and wilfully conducted its business in

an unlawful manner.

(b) The enumeration in this Section of grounds for dissolu-
tion does not exclude any other statutory or common law action
by the attorney general for dissolution of a limited partnership.

SECTION 804. [Winding Up.] Except as provided in the part-
bership 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 circuit
court of the county in which the office referred to in Section
105(a)(1) is -located may wind up the limited partnership's affairs
upon application of, and good cause shown by, any partner, his
lagal representative, or assignee.

SECTION 805. [Distribution of Assets.] Upon the winding up of
a limited partnership, the 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 Section 601 or 604;

(2) except as provided in the partnership agreement, to part-
ners and former partners in satisfaction of liabilities for distri-
butions under Section 601 or 604; and

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

ARTICLE 9

Foreign Limited Partnerships

SECTION 901. [Law Governing.] Subject to the Constitution of
this State, (1) the laws of the state under which a foreign limi-
ted 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 any
difference between those laws and the laws of this State.

SECTION 902. [Registration.] Before transacting business in this
State, a foreign limited partnership shall register with the adminis-
trator. In order to register, a foreign limited partnership shall
submit to the administrator an application for regis-
tration as a foreign limited partnership, signed and sworn to by a
general partner and setting forth:

(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, and the names and addresses of
the governmental departments, agencies or authorities in such state with
which its certificate of limited partnership is currently on file and from
which copies may be obtained;
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(3) the general character of the business it proposes
to transact in this State;

- (4) the name and address of any 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 administrator is appointed
the agent of the foreign limited partnership for service of
process if no agent has been appointed under paragraph (4)
or, if appointed, the agent has resigned or the agent's
authority has been revoked or if the agent cannot be found
or served with the exercise of reasonable diligence, and the
name and business or residence address of a general partner to
whom the administrator is to send copies of any process served
on the administrator;

(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 the names and business or residence
addresses of the partners, a list of the names and addresses.

SECTION 903. [Issuance of Registration.]
(a) If the administrator finds that an application for

registration conforms to law and all requisite fees have
been paid, he shall file in his office the application and
issue a*certificate of registration to transact business
in this State.

(b) The certificate of registration, together with a true
copy of the applicdtion or the original thereof, shall be
returned to the person who filed the application or his
representative.

SECTION 904. [Name.] A foreign limited partnership may register
with the administrator under any name (whether or not it is the name
under which it is registered in its state of organization) that in-
cludes without abbreviation the words "limited partnership" and that
could be registered by a domestic limited partnership formed under
this Act.

SECTION 905. [Changes and Amendments.]
If any statement in the application for registration of a foreign
limited partnership was false when made or any arrangements
or other facts described have changed, making the application inac-
curate in any respect, the foreign limited partnership shall promptly
file in the office of the administrator a certificate, signed
and sworn to by a general partner, correcting such statement.
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SECTION 906. [Cancellation of Registration.]
A foreign limited partnership may cancel its registration
by filing with the administrator a certificate of cancel-
lation signed and sworn to by a general partner. A can-
cellation does not terminate the authority of the adminis-
trator to accept service of process on the foreign limited
partnership with respact to causes of action arising out
of the transactions of business in this State.

SECTION 907. [Transaction of Business Without
Registration.]

(a) A foreign limited partnership transacting business in
this State may not maintain any action, suit, or proceeding .
in any court of this State until it has registered in this
State. An action commenced by a foreign limited partnership
which has not registered in this State shall not be dismis-
sed if it registers before the order of dismissal. This
prohibition applies to:

(1) a successor in interest of the foreign limited
partnership, except a receiver, trustee in bankruptcy or
other representative of creditors of the foreign limited
partnership, and

(2) an assignee of the foreign limited partnership,
except an assignee for value who accepts an assignment with-
out knowledge that the foreign limited partnership should
have. but has not registered in this State.

(b) The failure of a foreign limited partnership to register
in this State does not impair the validity of any contract or
act of the foreign limited partnership or prevent the foreign
limited partnership from defending any action, suit, or procee-
ding in any court of this State.

(c) A limited partner of a foreign limited partnership is
not liable as a general partner of the foreign limited part-
nership solely by reason of having transacted business in this
State without registration.

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

SECTION 908. [Action by Appropriate Official.] The
attorney general may bring an action to restrain a foreign
limited partnership from transacting business in this State
in violation of this Article,
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SECTION 909. [Activities not Constituting
Transaction of Business; Exception.]

(a) Without excluding other activities which may not.
constitute transacting business in this State, a foreign'
limited partnership is not considered to be transacting
business in this State, for the purposes of this Act,
solely because it is carrying on in this State any 1 or
more of the following activities:

(1) maintaining or defending an action or suit or

an administrative or arbitrative proceeding, or effecting
. the settlement thereof or the settlement of a claim or

dispute;

(2) holding meetings of its partners or carrying on
any other activities concerning its internal affairs;

(3) maintaining a bank account;
(4) maintaining an office or.agency for the transfer,

exchange, and registration of its securities, or appointing
and maintaining a trustee or depository with relation to its
securities;

(5) effecting sales through an independent contractor;
(6) soliciting or procuring orders, whether by mail or

through employees or agents or otherwise, where such orders
require acceptance without this State before becoming binding
contracts;

(7) borrowing moneys with or without security;
(8) securing or collecting debts or enforcing any right

in property securing the same;
(9) transacting any business in interstate commerce; or

(10) conducting an isolated transaction not in the course

of a number of repeated transactions of like nature.
(b) This Section does not apply in determining the contacts

or activities which may subject a foreign limited partnership
to service of process or taxation in this State or to regula-

tion under any other act of this State.

SECTION 910. [Loans.] A foreign limited partnership may
acquire or, through another person entitled to transact
business in this State, may make loans, or participations

or interests therein, insured or guaranteed in whole or in

part by the federal housing administration or the veterans'
administration or a successor or similar agency of the federal

government, which are secured in whole or in part by mortgages
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of real property located in this State, and a foreign limited
partnership may purchase a loan, or participation or interest
therein, secured in whole or in part by a mortgage of real ,
property located in this State, without registering in this
State. The failure of such foreign limited partnership to
register in this State shall not affect or impair its ownership
of such loans or participations or interests therein, or its
right to collect and service the same through another person
entitled to transact business in this State, or its right to
enforce the same or to acquire, hold, protect, convey, lease
and otherwise contract and deal with respect to the property
mortgaged as security therefor.

ARTICLE 10

Derivative Actions

SECTION 1001. [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.

SECTION 1002. [Proper Plaintiff.] In a derivative action,
the plaintiff must be a partner at the time of bringing the
action and (1) at the time of the transaction of which he
complains or (2) his status as a partner had devolved upon
him by operation of law or pursuant to the terms of the part-
nership agreement from a person who was a partner at the time
of the transaction.

SECTION 1003. [Pleading.] In a derivative action, the
. complaint shall set forth 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.

SECTION 1004. [Discontinuance, Compromise or Settlement
of Derivative Action.] An action authorized by Section 1001
shall not-be discontinued, compromised or settled without
approval by the court having jurisdiction of the action. If
the court determines that the interest Qf the limited partners
or of any class thereof will be substantially affected by the
discontinuance, compromise or settlement, the court may
direct that notice, by publication or otherwise, be given to
the limited partners or any class thereof whose interests it
determines will be so affected. If notice is so directed to.
be given, the court may determine which 1 or more of the
parties to the action shall bear the expense of giving the
notice, in such amount as the court determines and finds to
be reasonable in the circumstances. The amount of such
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expense shall be awarded as special costs of the action ,
and recoverable in the same manner as statutory taxable
costs.

SECTION 1005. [Expenses.]
(a) 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, the court may award the plaintiff reasonable
expenses, including reasonable attorneys' fees, and shall
direct him to remit to the limited partnership the'remainder
of those proceeds received by him. This subsection does not
apply to a judgment rendered for the benefit of an injured
limited partner only and limited to a recovery of the
loss or damage sustained by him.

(b) In an action brought in the right of the limited partner-
ship by a limited partner of the limited partnership, the court
having jurisdiction, upon fidal judgment and finding that the
action was brought without reasonable cause, may require the
plaintiff to pay to the parties named as defendants the
reasonable expenses, including fees of attorneys, incurred by
them in the defense of the action.

ARTICLE 11

Miscellaneous

SECTION 1101. [Construction and Application.] This Act
shall be 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.

SECTION 1102. [Short Title.] This Act may be cited as the

Michigan Revised Uniform Limited Partnership Act.

SECTION 1103. [Severability.] If any provision of this Act
or its application to any person or circumstance is held invalid,
the invalidity does not affect other provisions or applications
of the Act which can be given effect without the invalid provi-
sion or application, and to this end the provisions of this Act
are severable.

AECTION 1104. [Effective Date and Repeal.] The effective date
of this Act is July 1, 1982 and, except as otherwise provided in
Section 1105, chapter 33 of the Revised Statutes of 1846, as amended,
being sections 9885 to 9908 of the Compiled Laws of 1929, and Act
No. 110 of the Public Acts of 1931, as amended, being sections
449.201 to 449.231 of the Compiled Laws of 1970, are hereby repealed.

SECTION 1105. [Existing Limited Partnerships; Saving Clause.]
(a) A limited partnership formed under any other statute of

this State and in existence on the effective date of this-Act shall

not dissolve and its legal existence shall not cease as a result of
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the repeal of the statute under which it was formed or the enactment
of this Act. A limited partnership formed under any other statute of
this State and in existence on the effective date of this Act and the
partners thereof shall be governed by the provisions of this Act and
an existing limited partnership and its partners shall have the same
rights and be subject to the same limitations, restrictions and lia-
bilities as a limited partnership formed under this Act and its partners,
except as follows:

(1) The partners of an existing limited partnership shall not be
required to execute and file a certificate of limited partnership under .
this Act in order to maintain the continued existence of the

limited partnership as a limited partnership under the laws
of this State; and, as used in this Act with respect to an
existing limited partnership, unless the context otherwise
requires, "certificate of limited partnership" means the
certificate of limited partnership of the limited partnership
executed and filed pursuant to and in accordance with the
provisions of thet statute under which such limited partnership
was formed, and the certificate as amended or restated;

(2) an existing limited partnership shall not be
subject to the provisions of Sections 102(1), (3) or (4) with
respect to its name as set forth in its certificate of limited
partnership on the effective date of this Act, but it shall
become subject to such provisions if, and at the time, any
change in its name is made after the effective date of this
Act;

(3) an existing limited partnership may continue to
transact its business under any assumed name or names with
respect to which there is on file on the effective date of
this Act a certificate pursuant to Act No. 101 of the Public
Acts of 1907, as amended, being Sections 445.1 through
445.5, inclusive, of the Michigan Compiled Laws, by the
filing of the certificate referred to in Section 104(a),
provided that such assumed name or names are not precluded
from use by Section 102(2) or (5);

(4) an existing limited partnership shall not be subject
to the provisions of Section 105(a)(2) until the execution and
filing of the restated certificate of limited partnership
referred to in subsection (5) below, at which time the general
partners of an existing limited partnership shall have the
obligation, and the right and power, to appoint and thereafter
continuously maintain an agent for service of process as required
by Section 105(a)(2), anything contained in the partnership agree-
ment to the contrary notwithstanding;

(5) the provisions of this Act relating to the events
requiring, and the method of effecting, an amendment or cancella-
tion of a certificate of limited partnership shall apply to an
existing limited partnership to the same extent and in the same

way that such provisions apply to a limited partnership formed
under this Act; provided, however, the first amendment of the
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35; certificate of limited partnership of an existing limited partner-
56 ship made after the effective date of this Act shall be effected
57 , by the execution and filing of a restated certificate of limited
58 partnership setting forth all of the information specified in Section
59 201(a), including, but not limited to, the name and address of the
60 agent for service of process required to be maintained by Section 105
61 (a)(2), which information shall be current as of the date of the execu-
62 tion and filing of such restated certificate of limited partnership;
63 and the execution and filing of such restated certificate of limited
64 partnership shall not result in the dissolution, or in any way adver-
65 sely affect the continued existence, of the existing limited partnership;
66 (6) the references in Sections 202(a)(2), 202(f) and
67 203(a) (2) to the date of the filing of a limited partnership' s original
68 certificate of limited partnership mean, with respect to an
69 existing limited partnership, the date on which the limited
70 partnership's original certificate of limited partnership was
71 filed pursuant to and in accordance with the provisions of
72 the statute under which it was formed;
73 (7) a certificate of amendment, a restated certificate
74 of limited partnership and a certificate of cancellation with
75 respect to an existing limited partnership, in addition to
76 setting forth the information specified in Sections 202(a),
77 202(f) and 203 (a), shall state the place where the original
78 certificate of limited partnership was filed;
79 (8) Sections 501, 502 and 608 apply only to contributions
80 and distributions made after the effective date of this Act; and
81 (9) Section 704 applies only to assignments made after the
82 effective date of this Act.

83 (b) Within 30 days after the effective date of this Act, the
84 county clerk of each county shall certify and send to the
85 administrator, for filing, the certificate of limited partner-
86 ship, as amended or restated, of each existing limited partner-
87 ship which is on file in the office of the county clerk on the
88 effective date of this Act. From and after the effective date

89 of this Act, (i) all amendments to and restatements of, and a
90 cancellation of, the certificate of limited partnership of
91 an existing limited partnership shall be filed with the
92 administrator and shall be executed and filed in accordance
93 with, and shall otherwise comply, with all of the requirements
94 of this Act, and (ii) no such amendment, restatement or can-
95 cellation shall be filed in the office of the county clerk
96 of any county of this State. At the time that the county
97 clerk of each county certifies and sends to the administrator,
98 for filing, the certificate of limited partnership, as
99 amended or restated, of each existing limited partnership

100 which is on file in the office of the county clerk on the
101 effective date of this Act, the county clerk shall mail to
102 a general partner of each limited partnership, at his
103 address as set forth in the certificate of limited partner-
104 ship of the limited partnerships as amended or restated,
105 written notice that the certificate of limited partnership
106 of the limited partnership, as amended or restated, has been
107 sent to the administrator for filing, and that from and after
108 the effective date of this Act (i) all amendments to and
109 restatements of, and a cancellation of, the certificate of
110 limited partnership of the limited partnership must be filed
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with the administrator and comply with all of the require-.
ments of this Act, and (ii) no such amendment, restatement
or cancellation may be filed in the office of the county
clerk.

(c) This Act does not affect a cause of action, liabili-
ty, penalty or action or special proceeding, which on the
effective date of this Act is accrued, existing, incurred
or pending, but the same may be asserted, enforced, prosecu-
ted or defended as if this Act had not been enacted.

SECTION 1106. [Cases Not Provided in This Act.]

In any case not provided for in this Act the provisions
of the Uniform Partnership- Act govern.

SECTION 1107. [Fees.]

(a) The fees to be paid to the administrator with
respect to a limited partnership, for the purposes
specified in this Section, shall be as follows:

(1) examining, filing and copying a certificate of
limited partnership, $10; provided, however, no fee shall
be payable for examining and filing a certified copy of a
certificate of limited partnership sent to the administrator
by a county clerk pursuant to the provisions of Section
1105(b);

(2) examining, filing and copying a certificate of
amendment to a certificate of limited partnership, $10;

(3) examining, filing and copying a restated
certificate of limited partnership, $10;

(4) examining, filing and copying a certificate of cancel-
lation of a certificate of limited partnership, $10;

(5) examining, filing and copying an application for
registration as a foreign limited partnership and issuance of
a certificate of registration to transact business in this State,
$10;

(6) examining, filing and copying a certificate correcting
a statement contained in an application for registration of a
foreign limited partnership, $10;

(7) examining, filing and copying a certificate of cancella-
tion of the registration of a foreign limited partnership, $10;

(8) examining, filing and copying an application for
reservation of a name, $10; and

(9) examining, filing and copying a certificate of
assumed name or certificate of termination of assumed

name, $10.
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38 (b) These fees shall be paid to the administrator
39 at the time of filing or when the service is rendered by
40 the administrator.

41 (c) A minimum charge of $1 for each certificate and
42 50d per folio shall be paid to the administrator for
43 certifying a part of a file or record pertaining to a
44 domestic limited partnership or a foreign limited partner-
45 ship for which provision for payment is not set forth in
46 subsection (a) of this Section, The administrator may

47 furnish copies of documents, reports and papers required or
48 permitted by law to be filed with the administrator, and
49 shall charge for those copies pursuant to a schedule of fees
50 which the administrator shall adopt with the approval of the
51 state administrative board.

52 (d) The administrator shall retain the revenue to be
53 collected under this Section to be used by the corporation
54 and securities bureau to defray the costs of the services
55 described in this Section.



REPORTER'S COMMENTARY

I: THE PRIMARY DIFFERENCES BETWEEN THE REVISED ACT AND THE EXISTING ACT:

1. Recognition that the basic document in a limited partnership is the

partnership agreement, and not the certificate of limited partnership:

The Existing Act nowhere refers to the partnership

agreement, and assumes that all significant matters concerning

the relationship of the partners with respect to the partnership
will be set forth in the certificate of limited partnership,
which is the document that is filed on the public record by

persons desiring to organize a limited partnership. However,

the current practice is for the partners to execute and file a
brief certificate of limited partnership, setting forth only those
items required to be set forth in the certificate of limited partner-
ship under Section 2 of the Existing Act, and to enter into a com-
prehensive partnership agreement setting forth all aspects of their
relationship with respect to the partnership. The Revised Act
recognizes that the basic document is the partnership agreement,
and that the certificate of limited partnership is intended to
perform the limited function of putting on the public record
those matters relating to the partnership that are of significance
to creditors. (See the Prefatory Note to, and the Comments to

Sections 101 and 201 of, the Revised Act, which is attached

hereto as Exhibit A.)

2. Business transactions between a limited partner and the partnership:

Section 13 of the Existing Act prohibits a limited

partner who makes a loan to, or transacts other business with,

his partnership from receiving a security interest in partnership

property. Section 107 of the Revised Act does away with this

needless prohibition.

3. Execution of certificates of limited partnership by an attorney-in-fact:

It is a common practice among limited partnerships with
large numbers of limited partners to have the limited partners

-70-



sign the certificate of limited phrtnershiip by an attorney-
in-fact. However, the Existing Act does not specifically

authorize the use of attorneys-in-fact, and practitioners

have expressed concern that a limited partner who signs a

certificate of limited partnership by an attorney-in-fact
may be treated as not having signed the certificate of

limited partnership. Section 204(b) of the Revised Act

specifically authorizes the use of attorneys-in-fact for the
execution of certificates of limited partnership.

4. Voting rights of limited partners: ...

Many limited partnersnip agreements give the limited

partners certain voting rights with respect to major partner-
ship transactions, e.g., the incurrence of indebtedness in

excess of specified amounts, the sale or other disposition of

partnership assets other than in the ordinary course of the
partnership's business, etc. In addition, the securities laws

and regulations of many states, including Michigan, require

the inclusion of so-called "democracy provisions" in the limited

partnership agreement of any limited partnership engaged in

certain offerings of limited partnership interests. These

"democracy provisions" normally grant to the limited partners

the right to vote on such matters as the removal of the general

partner, the dissolution of the partnership, the amendment of

the partnership agreement and the termination of contracts

between the partnership and the general partner or affiliates

of the general partner.

The Existing Act does not specifically authorize limited

partner voting rights, and practitioners have been concerned

that the exercise of such voting rights might constitute "taking

part in the control of the business," within the meaning of

Section 7 of the Existing Act, thereby making the limited

partners exercising such rights liable as general partners.
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In addition, in an unpublished opinion of the Michigan

Attorney General dated November 5, 1979 and directed to

the Director of the Michigan Department of Commerce (the

Attorney General's Opinion),.a copy of which is attached hereto

as Exhibit D, the Attorney General, confronted with the question

of whether a limited partnership agreement may provide that a

majority in interest of the limited partners may, without the

concurrence of the general partner, exercise certain voting

rights on basic partnership matters, concluded that ". . .

Michigan law does not permit a limited partnership agreement

which contains a provision allowing limited partners to take

action without concurrence by the general partner."

Sections 302 and 303 of the Revised Act go a long way

toward eliminating this problem by specifically providing that

the partnership agreement may grant voting rights to the limited

partners and by providing that a limited partner shall not be

treated as having participated in the control of the business

solely by virtue of exercising certain specified voting rights.

5. Form of a limited partner's contribution:

Section 4 of the Existing Act prohibits the contribution

of services by a limited partner. This has created many

problems. For example, it is not uncommon for a real estate

limited partnership and an architect rendering services to the

partnership to desire that the architect be compensated, in

whole or in part, in the form of a partnership interest. The

existence of the prohibition against the contribution of

services by a limited partner has resulted in the use of

various questionable devices in an attempt to get around the

prohibition. For example, the partnership referred to above

might issue the partnership interest to the architect for his
services notwithstanding the prohibition, but the certificate

of limited partnership might characterize the partnership
interest as having been issued for a nominal cash contribution.
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Section 501 of the Revised'Act eliminates the
prohibition against the contribution of services by a
limited partner.

6. The liability of a limited partner with respect to the return of
his capital contribution:

Section 17(4) of the Existing Act provides that a
limited partner who rightfully receives the return of his
capital contribution continues to be liable to the partnership,
for an indefinite period of time, ". . . for any sum, not in
excess of such return with interest, necessary' to discharge its
liabilities to all creditors who extended credit... before
such return." Sectioh 17 (.2) (b) o f the Existing Act provides
that "a limited partner holds as trustee for the partnership...
money or other property wrongfully paid or conveyed to him on
account of his contribution," again, for an indefinite period of
time.

The lack of a specific cut off date beyond which a limited
partner cannot be forced to recontribute the portion of his capital
contribution that was returned to him is troublesome. This is

particularly true in the case of a limited partner who rightfully
receives the return of his capital contribution, i.e., in accor-
dance with the certificate of limited partnership and the part-
nership agreement and at a time when the partnership is solvent.
It is not uncommon for a limited partner to receive the return
of small portions of his capital contribution.periodically over · 
an extended period of time, e.g., in the form of cash flow ,
distributions at a time when the partnership has losses for
accounting purposes. Under the Existing Act, such a limited

partner could be required to recontribute such capital contri-
butions many years later to enable the bartnership, to discharge
its liabilities to creditors who extended credit before such
return.
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Section 608 of the Revised Act addresses this

problem by. establishing a one year statute of limitations·

with respect to,a. limited partner. who rightfully receives -

the return of his. capital'contribution,-and a six year

statute of limitations with respect to a limited partner who -

wrongfully receives the return-of his capital contribution.

7. Order of priority for the disposition of partnership assets on
dissolution and winding up:

Section 23 of·the Existing Act establishes an order

of priority for the disposition of partnership assets after
dissolution which is unfairly'preferential to the limited
partners. In addition, Section 23 does not provide that (and
the cases are not clear on whether) the partners may vary the
statutory order of priority, as among themselves. Section 804

of the Revised Act clears up these problems, by (i) establishing
a more reasonable order of priority, and (ii) permitting the
partners to vary the statutory order of priority, as among

themselves, in the partnership agreement.

8. Foreign limited partnerships:

There are no provisions under the Existing Act with
respect to a limited partnership formed in another state which
engages in business activities in Michigan. It is unclear

whether the limited partners of a foreign limited partnership
conducting business in Michigan retain their limited liability.
It is also unclear which law governs the partnership. Article

9 of the Revised Act clears up these problems.

9. Certain restrictions on the rights of a general partner:

Sections 9 (1) (b) and (c) of the Existing Act provide
that unless a general partner has obtained the written consent
or ratification of the specific act by all of the limited

partners, he may not (i) "do any act which would make it
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impossible to carry on the.ordinary.business of the partner-
ship," or (ii) "confess a judgment, against the partnership. "- · .
These are troublesome provisions. The prohibition against
doing an act which would make it ,impossible to carry onthe
ordinary business of the partnership frequently has the
effect of requiring a general partner of a real estate limited
partnership to obtain the consent of all of the limited
partners in connection with a sale of the partnership's
property, even though the sale may be taking place under
circumstances contemplated by the partners and agreed to in
the partnership agreement. The confession of judgment

provision sometimes interferes with the ability of a general'
partner to settle litigation, since settlement by the entry
of a consent judgment might require the consent of all of the
limited partners. These troublesome provisions do not appear
in the Revised Act.

10. Filing of limited partnership documents:

Under the Existing Act (Section 2(1)(b)), a limited part-
nership is formed by filing a certificate of limited partner-
ship with the county clerk of the county in which the principal
place of business of the partnership is situated. Problems

arise where a limited partnership -maintains an office and/or
conducts business in more than one county. For example, it
is sometimes difficult to determine where the principal place
of business is located in a situation where the limited partner-
ship's principal (or only) office is located in one county and
the real estate development which constitutes its,principal
(or only) business activity is located in another county.

Section 201 of the Revised Act eliminates these problems
by providing for central, statewide filing.

11. Derivative suits by limited partners:

There is nothing in the Existing Act that authorizes a
derivative action by limited partners. Section 115-(a) of the
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New York Partnership Law, N.Y. Partnership Law § 115-a(1)
(McKinney Supp. 1976), allows a limited partner to bring
An action "in' the right o f a limited partnership to procure

a judgment in its favor," if certain requirements are

satisfied, including the requirement that the plaintiff be
a limited partner "at the time of·bringing the action, and
that he was such at the time of the transaction of which he

complains or that his status as substituted limited partner

devolved on him" as a matter of law or pursuant to the terms

of the partnership agreement. An amendment to the Delaware

version of the Existing Act also allows a limited partner to
bring a derivative action, Section 1732 of The Delaware

Limited Partnership Act, Delaware Code Ann. Tit 6, § 1732
(1974). Section 115- (a) of ·the New York Partnership Law and

Section 1732 of The Delaware Limited Partnership Act appear
to be the precursors of Article 10 of the Revised Act, which

authorizes, and sets forth the requirements that must be

satisfied for, limited partners to maintain a derivative action.
Since, in this regard, a limited partner is like a stockholder,
it would appear that a limited partner should have the same
rights as a stockholder to maintain a derivative action, and the
Revised Act recognizes this.

12. Integration of limited partnership names with corporate names:

Under the Existing Act, there is no integration of limited
partnership names with corporate names. It is possible to form

a limited partnership with a name that is identical to the name
A .

of an existing corporation (and vice verse). The Revised Act

provides for the integration of limited partnership names with
corporate names and contains standards to be applied by the
filing officer in determining whether a particular name is avail-
able for use by a limited partnership.
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13. Assignability of limited partnerahip interests:

Section 17 (1) of the Existing Act provides that "A

limited partner's interest is assignable." This has raised

the question of whether the'assignability of a limited partner's

interest may be restricted by agreement. Section 702 eliminates

this problem by providing that "Except as provided in the partner-

ship agreement, a partnership interest is assignable in whole or

in part. " (Emphasis supplied.)

14. Effect on the partnership of the cessation of the existence of a
general partner which is not a natural person:

Section 20 of the Existing Act provides for the dissolution

of the partnership in the event of the retirement, death or insanity

of a general partner. However, the Existing Act nowhere addresses

the question of the effect on the partnership of the cessation of

the existence of a general partner which is an artificial person,

e.g., the dissolution of a general partner which is a corporation

or partnership, the termination of a trust acting as a general

partner,-etc. Section 401 of the Revised Act clears up this

problem by expanding on the concept of death in the case of a

general partner which is not a natural berson.
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II. CHANGES FROM THE REVISED ACT (THE BELOW NUMBER PARAGRAPHS REFER TO

THE LIKE NUMBERED SECTIONS OF THE REVISED ACT):-

101:

The Revised Act provides for central, statewide filing,

with the Secretary of State. Under the Business Corporation

Act, MCLA 450.1101, et seq., corporate filings are made with

the chief officer of the Michigan Department of Commerce or

his designated representative, who is' referred to in the

Business Corporation Act as the "administrator." The Revised

Act has been changed to. provide for limited partnership filings

to be made where corporate filings are made, i.e., with the

Michigan Department of Commerce. This change has been made by

adding to Section 101, which is the definitional section, as

subsection (1) , the term "administrator" and by using this term,

in lieu of the term "Secretary of State," throughout the Revised

Act to refer to the person with whom limited partnership filings

are to be made.

The change in subsection (2) is to incorporate the concept of

the restated certificate of limited partnership added by Section

202(f). (See the discussion with respect to Section 202(f) in the

second paragraph under 202 below.)

The change

term "person"

definition of

108(2)), and

a partner in

102 and 103:

in subsection (12) is to make the definition of the

in the Revised Act conform more closely to the

this term in the Business Corporation Act (Section

to make it clear that any form of legal entity may be

a limited partnership.

These sections have been changed to make the provisions of
these sections conform to the parallel provisions of the Business
Corporation Act. (In the case of Section 102(4), the changes

3/ The Revised Act is reprinted as Exhibit A, and a marked-up copy of the
Act, showing the changes contained in the Proposed Bill, is included as Exhibit A-1.

-78-



reflect the proposed changes to the parallel Section [Section 212(1)

(b)] of the Business Corporation Act which are included in

the amendments to the Business Corporation Act covered by Senate

Bill 1319 [the so-called "Technical Amendments Act"].)

104:

The Revised Act contains no provisions relating to the use

of assumed names by limited partnerships. Under the assumed

name statute, MCLA 445.1, et seq., limited partnerships may

use assumed names, and the filing of an assumed name

certificate takes place at the county level. Section 104,

which is derived from the Business Corporation Act, has been

added so that essentially the same.provisions that apply to

the use of assumed names by corporations will apply to the

use of assumed names by limited partnerships. Since this

will result in central, statewide filing of assumed names,

the assumed name statute should be amended to eliminate the

provisions relating to county filing of assumed names by

limited partnerships. Proposed changes to the affected

sections of the assumed name statute have been drafted, and

the amended sections, with the changes noted, are attached

hereto in Exhibit B.

105:

The Revised Act contains no provisions relating to the resigna-

tion of an agent for service of process. Subsection (b), which

is derived from the Business Corporation Act, has been added to

remedy this omission.

106:

The Revised Act requires, wherever the address of a partner

is to be stated, the use of the partner's business address.

The Existing Act requires the use of residence addresses, a

requirement which has been criticized. It would seem that each

partner should have the choice of using his business or residence
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address, and Section 106, and the other pertinent sections of the

Revised Act, have been changed accordingly.

The list of the partners' names and addresses would be more

useful if it were divided into two parts, one part setting forth

the names and addresses .of the general partners and the other -

part setting forth the names and addresses of the limited partners,

and if the names in each part were set forth in alphabetical order.

Clause (1) of Section 106 has been changed accordingly.

The change in clause (2) is to incorporate the concept of the

restated certificate of limited partnership added by Section 202(f)

and to expand the records required to be maintained by a limited

partnership and available for inspection by the limited partners

to include any certificates filed by a limited partnership with

respect to the transaction of business under an assumed name.

The change in the last sentence is to make it clear that the

records required to be maintained by a limited partnership are sub-

ject to inspection and copfing by a partner's designated represen-

tative, as well as by the partner himself.

107:

This section is derived from Section 3 of the Existing Act,
which prohibits the use of a limited partnership to carry on a
banking or insurance business. The requirements with respect

to the types of business entities which may be used to carry
on a banking or insurance business should be set forth in
the banking and insurance codes, and not in the limited
partnership act. (In fact, Section 51(1) of the Banking Code
requires the use of the corporate form.) The Revised Act

should simply provide that a limited partnership may carry on any
business that a partnership without limited partners may carry on,
except as otherwise provided by law, and Section 107 has been
changed accordingly.
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Under Section 275 of the Business Corporation Act, MCLA

450.1275, provided there is a written agreement, the defense of

usury is not available to a corporation (although it may be *

available if the interest rate exceeds the criminal usury rate

of 25%). However, there is no similar provision with respett

to ·limited partnerships. Section 109, which is derived from

Section 275 of the Business Corporation Act, has been added to

permit the elimination of the defense of usury as to limited

partnerships. It should be noted that the parenthetical

expression in Section 109 does not appear in Section 275 of the

Business Corporation Act and has been added to permit the

elimindtion of the defense of criminal usury as to limited part-

nerships.

201(a):

A limited partnership is formed by the filing, with the

appropriate governmental agency, on the public record, of a

certificate of limited partnership setting forth the informa-

tion specified in Section 201(a). The Revised Act recognizes

that the basic document in a limited partnership is the

partnership agreement entered into by the partners (which is

not a matter of public record), and not the certificate of
1

lidited partnership. The certificate of limited partnership

is intended to perform the limited function of putting on the

public record those matters relating to the partnership as to
1

which creditors should be put on notice.

See the Prefatory Note to the
Revised Act and the Comment to

Section 201.
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The information required to be set forth in the certificate of
limited partnership under Section 201(a) is similar to the

information required to be set forth in the certificate of
limited partnership under the parallel section of the Existing Act
(Section 2), except in one important respect: Section 201(a)
requires that the certificate set forth information with respect to
the capital contributions of all partners, while Section 2 of the

Existing Act requires that the certificate set forth capital con-
tribution information only with respect to limited partners

(presumably, because a general partner has unlimited liability for

the obligations of the partnership, while the liability of a limi-
ted partner is normally limited to the amount that he has agreed
to contribute to the partnership).

Potential problems could result from the provisions of Section

201(a) which require that the certificate of limited partnership

set forth information with respect to the contributions of a

general partner, in light of the fact that the Revised Act treats

services rendered, and a binding obligation to perform services,

which a partner contributes to a limited partnership in his

capacity as a partner as a capital contribution.2 Section 201(a)
(5) requires, among other things,.that the certificate of limited

partnership set forth "...a description and statement of the

agreed value of the... services contributed by each partner
and which each partner has agreed to contribute in the future."

A general partner, as such, is responsible for the management of

the business and affairs of the partnership, and renders to the

partnership such services as are necessary to carry out these

responsibilities. Typically, a general partner does not receive

remuneration from the partnership for such services, but, instead,

contributes such services and receives an interest in the partner-
ship. (If a general partner receives remuneration from the part-

nership for such services, equal to the'value of such services,

then no services would have been "contributed. " ) In order to

2

See Sections 101(2) (changed to 101(3) as the
result of the change discussed under 101 above)
and 501.
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comply with the provisions of Section 201(a)(5), it would be

necessary for the partners to stipulate in the certificate as to

the value of such services. It is not customary, and there is

generally no reason, for partners to stipulate as to the value of

such services, and determining the value of such services would be

very difficult in most circumstances. Moreover, specifying the

value of such services in the certificate could have serious,

probably unanticipated, adverse consequences to a general partner,
since, under Section 502(a) of the Revised Act, unless the certi-

ficate provides otherwise, a partner who does not make the required

contribution of services (for any reason, even as a result of such

partner's death or disability) is obligated to contribute to the

partnership cash in an amount equal to the value of such services,
as stipulated in the certificate.

In addition, the requirement that the certificate of limited

partnership contain a description and statement of the agreed

value of the services contributed and to be contributed by a

general partner could result in serious adverse tax consequences

to the general partner. The primary purpose of the certificate

of limited partnership is to inform creditors as to the capital
3

of the partnership. By setting forth in the cartificate a

description and statement of the agreed value of the services

contributed and to be contributed by a general partner , the

general partner will be stating, on the public record, that he

has received an interest in the capital of the partnership in

exchange for services. Under Section 721(a) of the Internal

Revenue Code and the Regulations with respect thereto, a contribu-

tion of property to a partnership in exchange for an interest in

the partnership is, generally, not a taxable event. However,

3

See the comment to Section 201.
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under the Regulations, a contribution of services to a partnership

in exchange for an interest in partnership capital is, generally,

a taxable event, i.e., the contributing partner is treated as

having received income in an amount equal to the value of the

capital interest at the time of receipt.4 It is not customary
for a general partner to receive a capital account for services;

and there is no reason for requiring that a general partner

receive (or for creating the impression that he has received) a

capital account for services under circumstances when the receipt

of a capital account might have serious adverse tax consequences

to him.

The requirement that the certificate of limited partnership

contain a description and statement of the agreed value of the

services contributed and to be contributed by a general partner

could result in serious adverse tax consequences to the general

partner, even if he is not treated as having received a capital'

account in exchange for services. For many years, it was

assumed that the receipt by a partner of an interest in partner-

ship profits'in exchange for services was not a taxable event.

However, a 1974 Court of Appeals decision, affirming a 1971 Tax

Court case, held that a partner who receives an interest in

partnership profits in exchange for services has received income

in ihe year in which he received the profits interest, in an
amount equal to the value of the profits interest at the time

5
it was received. There is an obvious problem in determining

the amount of income received, since it is necessary to
determine the present value of the right to receive partner-
ship profits in the future. However, the requirement that

the certificate of limited partnership contain a description
and statement of the agreed value of the services contributed

4Reg. 1.721-1(b).

5

Sol Diamond, 56 T.C. 530 (1971), aff'd, 492
F. 2d 286 (7th Cir. 1974).
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and to be contributed by a general partner would eliminate the

valuation problem and clearly increase the tax risk to the

general partner.

Because of the potential adverse consequences to a general

partner discussed above, the certificate of limited partnerfhip
should not be required to describe and state the agreed value of

services contributed and to be contributed by a general par.tner.

In fact, there is no reason for the certificate of limited part-

nership to describe and state the agreed value of any contributions

by a general partner. As indicated above, the certificate of

limited partnership is intended to perform the limited function of

putting on the public record those matters relating to the partner-

ship as to which creditors should be put on notice; the certificate

of limited partnership is not intended to perform the broader

functions of a partnership agreement (which should cover all

aspects of the relationship among the partners with respect to the

partnership, including all matters relating to the contributions of

the general partners). Information with respect to the nature and

value of a general partner's contributions to a limited partnership

is of little practical value to a potential creditor of the
partnership. Such information does not define the scope of a
general partner's liability for partnership obligations, since a
general partner has unlimited liability for partnership obligations.
Such information does not disclose anything meaningful about the
current financial condition of the partnership and in fact may be
misleading; the general partners may have made significant contri-
butions to the partnership and the partnership may nevertheless be

6
insolvent. Accordingly, Section 201(a) has been revised to delete
the requirement that the certificate of limited partnership set
forth information with respect to the capital contributions of a
general partner.
6

It should be noted that neither a certificate of co-
partnership, which is the document that is filed on the
public record by persons desiring to conduct business in
the form of a general partnership, nor articles of incorpora-
tion set forth any information with respect to the capital
contributions of the partners or shareholders, The Michican
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201(b):

The changes in this subsection are to conform this sub-

section to Section 206. (See the discussion with rempect to
Section 206 below.)

202:

The changes in subsection (a) are for clarification. The

change in subsection (b) is to provide a more adequate period of

time for the filing of amendments. The change in subsection (b)

(1) parallels the changes in Section 201(a). The change in sub-

section (e) parallels the change in subsection (b).

The Revised Act does not provide for effecting amendments to a

certificate of limited partnership by use of a restated certifi-

cate of limited partnership, which is a common practice. Sub-

section (f) has been added to remedy this deficiency.

Subsection (g) has been added to conform Section 202 to

Section 206.

203:

The change in subsection (2) is for clarification. Clause (4)

has been deleted and subsection (b) has been added to conform

Section 203 to Section 206.

204:

The change in subsection (a)(2) is to incorporate the

concept of the restated certificate of limited partnership

added by Section 202(f).

Subsection (a)(3) permits an amendment to a certificate of

limited partnership to be signed by any general partner, but

Annual Report, which is required to be filed with the Michigan
Department of Commerce prior to May 16 of each year by each
corporation organized or qualified in Michigan, does include
a balance sheet.
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requires that a certificate of cancellation of a certificate

of limited partnership be signed by all general partners.

Subsection (a) (3) has been changed to apply the more liberal

provision in both cases.

Subsection (b) provides for the use of powers of attorney in

connection with the execution of certificates to be filed under

the Revised Act. In so doing, the Revised Act recognizes the

current practice among limited partnerships with large numbers

of limited partners. However, subsection (b) requires that a power

of attorney to sign a certificate relating to certain specified

matters must contain certain provisions, i.e., a power of attorney

to sign a certificate relating to the admission, or increased

contribution, of a partner must specifically describe the admission

or increase. This requirement could restrict the Usefulnesq of a

power of attorney with respect to reflecting in the certificate of

limited partnership the future capital contributions of a limited

partner and offers no real protection to a limited partner against

a dishonest attorney-in-fact. For these reasons, subsection (b)

has been revised by deleting the limiting language.

205:

The first change was made to conform this Section to Section 202(f).

The second change was made to supply the information called for as

to the proper court with which a petition may be filed to compel the

execution of a certificate by a person who wrongfully refuses to do

SO.

206:

This Section, which deals with the mechanics of filing documents
with the administrator and related matters, has been changed to
make it conform with the parallel Section (Section 131) of the
Business Corporation Act.
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The changes in the introductory portion of this Section are
to conform this Section to Section 202(f).

This .Section imposes liability on any person who executes a

certificate containing a false statement, or causes another to

execute it on his behalf, "and knew," and any general partner
'Twho knew or should have known" the statement to be false at

the time the certificate was executed. There is no reason for

imposing a tougher standard on a general partner than on any

other person who participates in the execution of a false

certificate, and subsections (1) and (2) have been changed

accordingly.

The language added at the end of subsection (2) is for

clarification.

208:

This Section provides that "The fact that a certificate of

limited partnership is on file...is notice that the partner-
ship is a limited partnership and the persons designated therein

as limited partners are limited partners, but is not notice of any
other fact." (Emphasis supplied.) The limiting language conflicts

with the primary purpose of the certificate of limited partnership,

as stated in the prefatory note to, and in the Comment to Section
201 of, the Revised Act ; that the certificate is intended to place

creditors on notice of the facts concerning the capital of the part-
nership. Accordingly, this Section has been revised to provide that
the certificate of limited partnership is also notice of the matters

included therein that are required to be included therein pursuant

to the various provisions of the Revised Act, but is not notice

of any additional matters included therein at the election of

the partners.

-88-

207:



209:

The changes in this Section are to conform this Section
..

to Section 206.

302:

The change in this Section is for clari fication purposes, and
is intended to eliminate the basis for the conclusion in the

Attorney General's Opinion that ". . . Michigan law does not
permit a limited partnership agreement which contains a provision
allowing limited partners to take action without concurrence of
the general partners." (Emphasis suRplied.)

303:

Subsection (a) provides that a limited partner is not liable
for the obligations of a limited partnership unless he takes part
in the control of the business. Subsection (b) provides a "safe
harbor" by specifying certain activities which a limited partner
may engage in without being deemed to have taken part in the
control of the business. The changes to subsection (b) expand
the list of permissible activities to include two activities
which state securities regulators commonly require, i.e., the
right to approve or disapprove a transaction involving an actual
or potential conflict of interest between a general partner and
the partnership, and the right to request or attend a meeting
of the partners.

305:

The change in subsection (1) is to conform subsection
(1) to the last sentence of Section 106.

401:

This Section provides that "After the filing of a limited
partnership's original certificate of limited partnership,
additional general partners may be admitted onIy with the
specific consent of each partner.". (Emphasis supplied.') ' There
is no reason why the partners should not»be permitted to agree
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in advance, in the partnership agreement, as' to the circumstances
under which additional general ,partners may be admitted, and this
Section has been revised accordingly.

402:

This. Section sets forth specific events'upon the happening
of which a person ceases to be a general partner. Subsection

(8) provides that a corporate general partner ceases to be a
general · partner·upon "the filing of a certificate of dissolu-
tion or its equivalent . . ." It is possible for a corporation
to dissolve without filing a certificate of dissolution or
similar document, such as (i) automatically by expiration of a
period of.duration to which the corporation is limited by its
articles of incorporation,· or (ii) automatically for failure to
file an annual report or pay the privilege fee. Accordingly,
this subsection has been revised to provide that a corporate
general partner ceases to be a general partner upon its dis-
solution.

Subsection (2) has been deleted to reflect -the change in
Section 702. Subsection (5) has been changed'to make it con-
form more closely to the applicable provisions of the Revised
Probate Code, MCLA 700.1, et seq. Subsection (10) has been

added to reflect the change in Section 101(12). Subsection

(11) has been added to allow partners to specify, in the
partnership agreement, any additional events upon the happening
of-which a person ceases to be a general partner.

502:

This Section deals with a partner's obligation to the limited
partnership to perform a promise to contribute cash or property
or to perform services, as reflected in the certificate of limited
partnership. Since Section 201(a) has been revised to delete the

-90-



requirement that the certificate of limited partnership
set'forth a description and statement of the agreed
value of the contributions made and to be made by a general
partner, subsections (a) and (b) of this Section have been
revised to refer only to limited partners.

The second sentence in subsection (a) provides that if a
limited partner who has promised to contribute property or to
perform services does not perform his promise, the limited
partnership has the right to require him to contribute cash equal
to the value, as stated in the certificate of iimited partnership,
of the property or services that he has failed to contribute.
Language has been added at the end of this sentence to make it
clear that the right of the limited partnership to require the
defaulting limited partner to contribute cash equal to the value
of the property or services he has failed to contribute is in
addition to any other rights that the limited partnership may have
against such limited partner under the partnership agreement.

Subsection (c) has been added to cover the matter of the obliga-
tion of a general partner to a limited partnership with respect
to contributions, and provides that the obligation of a general
partner to a limited partnership to contribute cash or property
or perform services shall be as provided in the partnership
agreement.

503 and 504:

These Sections deal with the allocation among the partners
of the profits, losses and distributions of the partnership,
and provide, in general, that profits, losses and distributions
are to be allocated in the manner provided in the partnership
agreement. These Sections also provide that if the partnership
agreement is silent, profits, losses and distributions are to
be allocated on the basis of the value "as stated in the

certificate of limited partnership" of the contributions made
by each partner. Since, as a result of the changes in Section
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201(a), the certificate of limited partnership will not set
forth the value of the contributions made by a general partner,
Sections 503 and 504 have been changed to provide that the value
of the contributions made by a general partner shall be ·as stated
in the partnership agreement, and if the partnership agreement is
silent, then as stated in the books.and records of the partner-
ship ·or determined by any other reasonab le method.

601:

The first change in this Section is to make subsection (2)
consistent with Section 201(a)(1), as changed. The second

change is to correct a wrong section reference, i.e., the
question of when a distribution constitutes a return of a
capital contribution is dealt with in Section 608(2), not Section.
608 (b) .

603:

The first change in this Section is intended to make express
what is presently implied by. the first sentence, i.e., that a
limited partner may withdraw from a limited partnership at the
time specified in the certificate of limited partnership,
but not before.

The second change in·this Section is also intended to
express that which is implied: this Section provides that a
limited partner may withdraw from a partnership at the time
specified in the certificate, and if the certificate does not
specify the time when he may withdraw or a definite time for
the dissolution of the partnership, he ·may withdraw on six
months' prior written notice. The implication is that if the
certificate does not specify the time at which a limited partner
may withdraw but does specify a definite time for dissolution of
the partnership, the limited partner may not withdraw prior to
the dissolution and winding up of-the partnership. Language has

been added to make this clear.

605:

The changes to this·Section parall¢l the changes to Section
201(a).
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The changes to this Section parallel the changes to Section

201(a).

702:

This Section deals with the assignment of a partnership

interest in a limited partnership. It contains four provisions,

three of which are derived from Section 19 of the Existing Act

and one of which is new. The three provisions which are derived

from Section 19 of the Existing Act are set forth in the first

three sentences of the Section, which provide that (i) except as

provided in the partnership agreement, a partnership interest is

assignable in whole or in part, (ii) an assignment of a

partnership interest does not dissolve a limited partnership

or entitle the assignee to become or to exercise the rights

of a partner, and (iii) an assignment entitles the assignee

to receive, to the extent assigned, only the distribution to

which the assignor would be entitled. The new provision is

set forth in the last sentence of the Section, which provides

that "Except as provided in the partnership agreement, a partner

ceases to be a partner upon assignment of all his partnership
interest."

The three provisions derived from the Existing Act are
sensible. They permit a partner to assign his right to receive

partnership distributions (as security for a loan, as a gift, or

for any other purpose) without thereby dissolving the partnership,
entitling an outsider to become involved in partnership affairs or

in any other way adversely affecting the partnership or the other
partners. The new provision is not sensible. It could result in

the withdrawal of a partner who may not intend to withdraw, but
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who may merely intend to assign his entire right to receive part-
nership distributions, e.g., as.security for a.loan. If the

assigning partner is a general partner, his withdrawal could (and.,
if he is the only.general partner, his withdrawal would) result in
the dissolution of the partnership. If he is a limited partner,

the consequences of his withdrawal are unclear. For these
reasons, the last sentence of Section 702 has been deleted.

705

This Section deals with the power of the estate
or incompetent partner to deal with the partner's
the partnership. The changes in this Section are

conform more closely to the applicable provisions
Probate Code.

801:

of a deceased

interest in

to make it

of the Revised

The change in this Section is for clarification.

802:

This Section, which has no counterpart in the Existing Act,
deals with the judicial dissolution of a limited partnership.
The changes to this Section are derived from Section 825 of
the Business Corporation Act, which deals with the judicial
dissolution of a corporation.

803:

Unlike the Business Corporation Act with respect to 4 corporation,

the Revised Act does not contain provisions authorizing an appro-

priate governmental official to bring an action to dissolve a

limited partnership under appropriate circumstances. This Section,

which is derived from Section 821 of the Business Corporation Act,

has been added to remedy this omission.
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This Section provides that the court may wind up a

limited partnership's affairs "upon application of any

partner. . ." ' Since the general partners would normally have

the right·and the responsibility to wind up the affairs of a

limited partnership, a partner should not have the right to

obtain a court ordered winding up merely upon application,

but should be required to show good cause for a court ordered

winding up. This Section has been changed accoringly.

901 through 906:

Article 9 deals with foreign limited partnerships. Section

902, which deals with the registration of foreign limited part-

nerships, does not require a foreign limited partnership to

attach a copy of its certificate of limited partnership to its

application for registration, or to identify the governmental

authorities in its state of organization from which a copy

of its certificate may be obtained. Section 902(2) has been

changed to remedy this omission, by requiring the foreign limited

partnership to indicate, in its application for registration,

the name and address of the governmental authorities in its state

of organization with which its certificate of limited partnership

is currently on file and from which copies may be obtained.

Section 902(5) provides that the administrator shall act as an

agent for service of process on a foreign limited partnership

under certain circumstances, but does not indicate to whom the

administrator may forward copies of any process served·on the

administrator. Section 902(5) has been changed to remedy this

omission.

The remaining changes in Sections 902 through 906 parallel

the changes which were made in other Sections of-the Revised

Act dealing with domestic limited partnerships.
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907:

This Section deals with a foreign limited partnership

transacting. business in Michigan without registering. The

language added at the end of subsection (a) is derived from

Section 1051(1) of the Business Corporation Act, which deals with

a foreign corporation transacting business in Michigan without a

certificate of,authority.

908:

The reference to the attorney general is derived from Section

821 of the Business Corporation Act.

909:

This Section is derived from Section 1012 of the Business

Corporation Act.

910:

This Section is derived from Section 1013 of the Business

Corporation Act.

Article 10:

This Article deals with limited partnership derivative actions.

The changes in the Sections of this Article are to make the pro-

visions of these Sections conform more closely to the provisions

of the parallel Sections (Sections 491, 492 and 493) of the

Business Corporation Act.

1104:

This Section provides for two effective dates, a date on which

the substantive provisions of the Revised Act are to become

effective, and a subsequent date on which the central filing and

certain related provisions are to become effective (referred to

as the "extended effective date"). This Section has been revised

to provide for one effective date, July 1, 1982, on which all of
the provisions of the Revised Act become effective.
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1105:

The Revised Act nowhere addresses the question of how existing
limited partnerships are to be treated after the effective date of

the Revised Act. This Section has been added to remedy this '

deficiency. It follows-the approach of the Business Corporation

Act and provides, in general, that the provisions of the Revised
Act apply. to existing limited partnerships and their partners in

the same manner and to the same extent that they apply to limited
partnerships formed under the Revised Act, except with respect to
certain specifically enumerated matters. The partners of an

existing limited partnership are not required to file a new
certificate of limited partnership under the Revised Act in

order to maintain the continued existence of the limited partner-

ship as a limited partnership under Michigan law. Instead, the

existing limited partnerships are brought into the central

filing system created under the Revised Act by providing for
the county clerk of each county to certify, and send to the

Michigan Department of Commerce for filing, the certificate of
limited partnership, as amended to date, of each existing limited
partnership.

1107:

This Section, which is patterned after Section 1060 of the

Business Corporation Act, sets forth the fees to be paid to the
Michigan Department of Commerce with respect to the various

certificates required or permitted to be filed under the Revised
Act. The fees that are set forth in this Section are the same

as the fees that are payable for the filing of similar certifi-

cates by corporations, and are also the same as the fees that

are payable under the Existing Act for the filing of similar
documents at the county level.
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III. - CHANGES TO OTHER STATUTES THAT SHOULD BE MADE IF THE REVISED ACT IS

ADOPTED:

The adoption of the Revised Act will require changes

in (i) the assumed name statute, MCLA 445.1, et seq., since

under the Revised Act, assumed name filings will be on a
central, statewide basis, while under' the assumed name statute

assumed name filings are at the county level, and (ii) the

revised Judicature Act, MCLA 600.101, et seq., to tie in the
provisions of the revised Judicature Act relating to service

of process on a limited partnership to the provisions of the
Revised Act relating to the appointment of an agent for the

service of process. Proposed changes to these statutes have

been drafted, and a copy of each of the affected sections of the
statutes, with the changes noted, is attached hereto, as follows

Section of the affected statute Exhibit

(1) Sec. 1 of the assumed name statute, MCLA 445.1 B

(2) Sec. 2 c. of the assumed name statute,
MCLA 445.2 c B

(3) Sec. 4 of the assumed name statute, MCLA 445.4 . B.

(4) Sec. 1917 of the.revised Judicature Act,
MCLA 600.1917 C

(5) Sec. 2582 of the revised Judicature Act,
MCLA 600.2582 C
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UNIFORM LIMITED PARTNERSHIP ACT
(1976)
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NATIONAL CONFERENCE OF COMMISSIONERS
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and by it

APPROVED AND RECOMMENDED FOR ENACTMENT
IN ALL THE STATES
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WITH PREFATORY NOTE AND COMMENTS

APPROVED BY THE AMERICAN BAR ASSOCIATION AT ITS

MEETING IN ATLANTA, GEORGIA, FEBRUARY 13, 1979
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UNIFORM LIMITED PARTNERSHIP ACT (1976)

PREFATORY NOTE

The Revised Uniform Limited Partnership Acl adopted by the
National Conference of Commissioners on Uniform State Laws in
August, 1976, was intended to modernize the prior uniform law while
retaining the special character of limited partnerships as compared with
corporations. The draftsman of a limited partnership agreement has a
degree of flexibility in defining the relations among the partners that is
not available in the corporate form. Moreover, the relationship among
partners is consensual, and requires a degree of privity that forces the
general partner to seek approval of the partners (sometimes unanimous
approval) under circumstances that corporate management would find
unthinkable. The limited partnership was not intended to be an alter-
native in all cases where corporate form is undesirable for tax or other
reasons, and the new Act was not intended to make it so. The new Act
clarifies many ambiguities and fills interstices in the prior uniform law by
adding more detailed language and mechanics. In addition, some im-
portant substantive changes and additions have been made.

Article 1 provides a list of all of the definitions used in the Act, in-
tegrates 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 are new. Article 2 collects in one
place all provisions dealing with execution and filing of certificates of
limited partnership and certificates of amendment and cancellation. Ar-
ticles I and 2 reflect an important change in the 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 matters as to which creditors should be put on notice.

Article 3 deals with the single most difficult issue facing lawyers who
use the limited partnership form of organization: the powers and poten-
tial liabilities of limited partners. Section 303 lists a number of activities
in which a limited partner may engage without being held to have so par-
ticipatea in the control of the business that he assumes the liability of a
general partner. Moreover, it goes on to confine. the liability of a limited
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partner who merely steps over the line of participation in control to per-
sons who actually know of that participation in control. General liability
for partnership debts is imposed only on those limited partners who are,
in effect, "silent general partners". With that exception, the provisions
of the new Act that impose liability on a limited partner who has
somehow permitted third parties to be misled to their detriment as to the
limited partner's true status confine that liability to those who have ac-
tually been misled. The provisions relating to general partners are collec-
ted in Article 4.

Article 5, the finance section, makes some important changes from the
prior uniform law. The contribution of services and promises to con-
tribute cash, property or services are now explicitly permitted as con-
tributions. And those who fail to perform promised services are
required, in the absence of an agreement to the contrary, to pay the value
of the services stated in the certificate of limited partnership.

A number of changes from the prior uniform law are made in Article
6, dealing with distributions from and the withdrawal of partners from
the partnership. For example, Section 608 creates a statute of limitations
on the right of a limited partnership to recover all or part of a con-
tribution that has been returned to a limited partner, whether to satisfy
creditors or otherwise.

The assignability of partnership interests is dealt with in considerable
detail in Article 7. The provisions relating to dissolution appear in Article
8, which, among other things, imposes a new standard for seeking
judicial dissolution of a limited partnership.

One of the thorniest questions for those who operate limited part-

nerships in more than one state has been the status of the partnership in a

state other than the state of organization. Neither existing case law nor
administrative practice makes it clear whether the limited partners con-

tinue to possess their limited liability and which law governs the part-
nership. Article 9 deals with this problem by providing for registration of

foreign limited partnerships and specifying choice-of-law rules.
Finally, Article 10 of the new Act authorizes derivdtive actions to be

brought by limited partners.
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UNIFORM LIMITED PARTNERSHIP ACT* (1976)
ARTICLE 1

General Provisions

SECTION , 101. [Definitions.] As used in this Act, unless
the context otherwise requires:

(1) "Certificate of limited partnership" means the certifi-
cate referred to in Section 201, and the certificate as
amended.

(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 his capacity
as a partner.

(3) "Event of withdrawal of a general partner" means an
event that causes a person to cease to be a general partner as
provided in Section 402.

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

(5) "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.

(6) "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.

(7) "Limited partnership" and "domestic limited partner-
ship" mean a partnership formed by 2 or more persons under
the laws of this State and having one or more general partners
and one or more limited partners.

(8) "Partner" means a limited or general partner.

*The Uniform Limited Partnership Act was approved by the Commissioners on Uniform
State Laws in 1916 and has been adopted, subject to local modifications, in 45 states. A
revised Uniform Limited Partnership Act was approved by the Commissioners on Uniform
State Laws in 1976. In brief, it provides for the creation of a limited partnership by [he
filing of a certificate of limited partnership and describes the rights, powers and obligations
of the general partners and the limited partners.
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(9) "Partnership agreement" means any valid agreement,
written or oral, of the partners as to the affairs of a limited
partnership and the conduct 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 clari fy a number of uncertainties in existing law and make
oertain changes.

Contribution: this definition makes it clear that a present contribution of services and a
promise to make a future payment of cash, contribution of property or performance c,
services are permissible forms for a contribution. Accordingly, the present services or
promise must be accorded a value in the certificate of limited partnership (Section 201 (5)),
and, in the case of a promise, that value may determine the liability of a partner who fails to
honor his agreement (Section 502). Section 3 of the prior uniform law did not permit a
limiled partner's contribution to be in the form of services, although that inhibition did not
apply to general partners.

Foreign limited partnership: the Act only deals with foreign limited partnerships formed
under the laws of another "State" of the United States (see subdivision 12 of Section 101),
and any adopting State that desires to deal by statute with the status of entities formed un-
der the laws of foreign countries must make appropriate changes throughout the Act. The
exclusion of such entities from the Act was not intended to suggest that their "limited part-
ners" should not be accorded limited liability by the courts of a State adopting the Act.
That question ould be resolved by the choice-of-law rules of the forum State.

General partner: this definition recognizes the separate functions of the partnership
agreement and the certificate of limited partnership. The partnership agreement establishes
the basic grant of management power to the persons named as general partners; but
because of the passive role played by the limited partners, the separate, formal step of em-
bodying that grant of power in the certificate of limited partnership has been preserved to
emphasize its importance.

Limitedpar/ner. as in the case of general partners, this definition provides for admission
of limited partners through the partnership agreement and solemnization in the certificate
of limited partnership. In addition, the definition makes it clear that being named in the
certificate of limited partnership is a prerequisite to limited partner status. Failure to file
does not, honever, mean that the participant is a general partner or that he has general
liability. See Sections 202 (e) and 303.

Partnership agreement the prior uniform law· did not refer to the partnership agreement,
assuming that all important matters affecting limited partners would be set forth in the cer-
lificate 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 be included in the certi ficate of limited partnership. As reflected in Section 201,
the certificate of limited partnership is confined principally to matters respecting the ad-
dition and ss ithdrawal of partners and of capital, and other important issues are left to the
partnership agreement.

Partnership interest: this definition is new and is intended to define what it is that is

[ransferred u hen a partnership interest is assigned.
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SECTION 102. [Name.] The name of each limited partner-
ship as set forth in its certificate of limited partnership:

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

(2) may not contain the name -of a limited partner unless (i) it
is also the name of a general partner or the corporate name
of a corporate general partner, or (ii) the business of the
limited partnership had been carried on under that name
before the admidsion of that limited partner;

(3) may not contain any word or phrase indicating or implying
that it is organized other than for a purpose stated in its
certificate of limited partnership;

(4) may not be the same as, or deceptively similar to,
the name of any 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; and

(5) may not . contain the following words [here insert
prohibited words].

COM.MENT

Subdivision (2) of Section 102 has been carried over from Section 5 of the prior uniform
law with certain editorial changes. The remainder of Section 102 is new and primarily
reflects the intention to integrate the registration of limited partnership names with that of
corporate names. Accordingly, Section 201 provides for central, State-wide filing of cer-
tificates of limited partnership, and subdivisions (3), (4) and (5) of Section 102 contain stan-
dards to be applied by the filing officer in determining whether the certificate should be
filed. Subdivision (1) requires that the proper name of a limited parinership contain the
words "limited partnership" in full.

SECTION 103. IReservation of Name.1
(a) The exclusive right to the use of a name may be

reserved by:
(1) any person intending to organize a limited

partnership under this Act and to adopt that name;
(2) any domestic limited partnership or any foreign

limited partnership registered in this State which, in either
case, intends to adopt that name;

(3) any foreign limited partnership intending to register
in this 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.

(b) The reservation shall BE-- made by- filing -with the Sec-
retary of State 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
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limited partnership; he shall reserve the name for the exclusive
use of the applicant for a period of 120 days. Once having
so reserved a name, the same applicant may not again reserve
the same name until more than 60 days after the. expiration of
the lasl 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 by filing in the office of the
Secretary of State a notice of the , transfer, executed by the
applicant for whom the name was reserved and specifying
the name and address of the trans feree.

COMMENT

Section 103 is new. The prior uniform law did not provide for registration of names.

SECTION 104. Ispecified Office and Agent.l Each limit-

ted 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 be maintained; and

(2) an agent for service of process on the limited partner-
ship, which agent must be an individual resident of this State,
a domestic corporation, or a foreign corporation authorized
to do business in this State.

COMMENT

Section 104 is new. It requires that a limited partnership have certain minimum contacts
uith its State of organization, i.e., an office at which the constitutiLe documents and basic
financial information is kept and an agent for service of process.

SECTION 105. IRecords to be Kept.1 Each limited part-
nership shall keep at the office referked to in Section 104(1)
the following: (1) a current list of the full name and last known
business address of each partner set forth in alphabetical order,
(2) a copy of the certificate of limited partnership and all
certificates of . amendment thereto, together with executed
copies of any powers of attorney pursuant to which any certi-
ficate has been executed, (3) copies of the limited partner-
ship's federal, state and local income tax returns and reports,
if any, for the 3 most recent years, and (4) copies of
any then effective written partnership agreements and of any
financial statements of the limited partnership for the 3
most recent years. Those records are subject to inspection and
copying at the reasonable request, and a[ the expense, of any
partner during ordinary business hours.
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COMMENT ' '· .

Section 105 is new. 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, in-

duding the certificate of limited partnership and any partnership agreement. In view of the
great diversity among limited partnerships, il was thought inappropriate to require a stan-
dard form of financial report, and Section 105 does no more than require retention of tax

' returns and any other financial statements that are prepared. The names and addresses of
the partners are made available to the general public.

. SECTION 106. INature of Business.1 A limited partnership i
may carry on any business that a partnership without limited part-
ners may carry on except [here designate prohibited activities 1.

COMMENT

Section 106 is identical to Section 3 of the prior uniform Iaw. Many states require that
oertain regulated industries, such as banking, may be carried on only by entities organized
pursuant to special statuces, and it is contemplated that the prohibited activities would be
confined to the matters covered by those statutes.

SECTION 107.' IBusiness Transactions of Partner with Partner-
ship.] Except as provided in the partnership agree-
ment, a partner may lend money to and transact other business
with the limjted partnership and, subject to other applicable
law, hAs the same rights and obligations with respect there-
to as a person who is not a partner.

COMMENT

Section 107 makes a number of important changes in Section 13 of the prior uniform
law. Section 13, in effect, created a special fraudulent conveyance provision applicable to
the making of secured loans by limited pariners and the repayment by limited partnerships
of loans from limited partners. Section 107 leaves that question to a State's general
fraudulent conveyance statute. in addition, Section 107 eliminates the prohibition in for-
mer Section 13 against a generat partner (as opposed to a limited partner) sharing pro rata
with general creditors in the case of an unsecured loan. Of course, other doctrines
developed under bankruptcv and insolvency laws may require the subordination of loans by
partners under appropriate circumstances.

ARTICLE 2

Formation: Certificate of Limited Partnership

SECTION 201. Wertificate of Limited Partnership.1
(a) In order to form a limited partnership two or more per-

sons must execute a certificate of limited partnership. The certi-
ficate shall be filed in the office of the Secretary of State
and set forth: - -
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(1) the name of the limited partnership;
(2) the general character of its business; · ··,
(3) the address of the office and the name and address of

the agent for service of process required to be maintained by
Section 104;

(4) the name and the business address of each partner
(specifying separately the general partners -· and limited
partners);

(5) the amount of cash and a 'description' and statement
of the agreed value of the other property or services contrib-
uted by each partner and which each partner has agreed to contrib-
ute in the future;

(6) the times at which or events on the happening of
which any additional contributions agreed. to be made by each
partner are to be made;

(7) any power of a limited partner to grant the right to be-
come a limited partner to an assignee of any part of his part-
nership interest, and the terms and conditions of the power;

(8) if agreed upon, the time at which or the events on the
happening of which a partner may terminate his membership
in the limited partnership and the amount of, or the method
of determining, the diStribution to which he may be entitled
respecting his partnership interest, and the terms and
conditions of the termination and distribution;

(9) any right of a partner to receive distributions of prop-
erty, including cash from the limited partnership;

(10) any right of a partner to receive, or of a general
partner to make, distributions to a partner which include a
teturn of all or any part of the partner's contribution;

(11) any time at which or events upon the happening of
which the limited partnership is to be dissolved and its affairs
wound up;

(12) any right of the remaining general partners to con-
tinue the business on the happening of an event of withdrawal
of a general partner; and

(13) any other matters the partners determine to include
therein.

(b) A limited partnership is formed at the time of the filing
of the certificate of limited partnership in the office of the
Secretary of State or at any later time specified in the certi-
ficate of limited partnership if, in either case, there has
been substantial compliance with the requirements of this
section.

COMMENT

The matters required to be set forth in the certificate of limited partnership are not dif-
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ferent in kind from those required by Section 2 of the prior uniform law, although certain
additions and deletions have been made and tile description has been revised to conform
with the rest of the Act. In general, the certificate is intended to serve two functions: first,
to place creditors on notice of the facts concerning the capital of the partnership and the
rules regarding additional contributions to and withdrawals from the partnership; second,
to clearly delineate the time at which persons become general partners and limited partners.
Subparagraph (b), which is based upon the prior uniform law, has been retained to make it
dear that the existence of the limited partnership depends only upon compliance with this
section. Its continued existence is not dependent upon compliance with other provisions of
this Act.

SECTION 202. (Amendment to Certificate.1
(a) A certificate of limited partnership is amended by filing

a certificate of amendment thereto in the office of the Secretary
of State. The certificate shall set forth:

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

(b) Within 30 days after the happening of any of the
following events, an amendment to a certificate of limited part-
nership reflecting the occurrence of the event or events shall be
filed:

(1) a change in the amount or character of the contribu-
tion of any partner, or in any partner's obligation to make a
contribution;

(2) the admission o f a new partner;
(3) the withdrawal ofa partner; or
(4) the continuation of the business under Section 801

after an event of withdrawal of a general partner.
(c) A general partner who becomes aware that any state-

ment in a certificate of limited partnership was false when
made or that any arrangements or other facts described have
changed, making the certificate inaccurate in any respect, shall
promptly amend the certificate, but an amendment to show a
change of address of a limited partner need be filed only once
every 12 months.

(d) A certificate of limited partnership may be amended at
any time for any other proper purpose the general partners de-
termine.

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

COMMENT

Section 202 makes substantial changes in Section 24 of the prior uniform law. Paragraph
(b) lists the basic events - the addiliOn or withdrawal of partners or capital or capital
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obligations - that are so central to the function of the certificate of limited partnership
that they require prompt amendment. Paragraph (c) makes it clear, as it was not clear un-
der subdivision (2) (g) of former Section 24, that the certificate of limited partnership is in-
tended to bean accurate description of the facts to which it relates at all times and does not
speak merely as of the date it is executed. Paragraph (e) provides a "safe harbor" against
claims of creditors or others who assert that they have been misled by the failure to amend
tile certificate of limited partnership to reflect changes in any of the important facts
referred to in paragraph (b); if the certificate of limited partnership is amended within 30
days of the occurrence of the event, no creditor or other person can recover for damages
sustained during the interim. Additional protection is afforded by the provisions of Section

SECTION 203. Wancellation of Certificate.1 A certifi-
cate of limited partnership shall be cancelled upon the dissol-
ution and the commencement of winding up of the partner-
ship or at any other time there are no limited partners. A
certificate . of cancellation shall be. filed in the office of the
Secretary of State and set forth:

(1) the name of the limited partnership;
(2) the date of filing of its certificate of limited part-

nership;

(3) the reason for filing the certificate of cancellation;
(4) the effective date (which shall be a date certain) of

cancellation if it is not to be effective upon the filing of
the certificate; and

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

COMMENT

Section 203 changes Section 24 of the prior uniform law by making it clear that the cer-
tificate Of cancellation should be filed upon the commencement of winding up of the
limited partnership. Section 24 provided for cancellation "when the partnership is
dissolved".

SECMON 104. UExecution of Certificates.1
(a) Each certificate required by this Article to be filed in

the office of the Secretary of State shall be executed in the
following manner:

(1) an original certificate of limited partnership must
be signed by all partners named therein;

(2) a certificate of amendment must be signed by at least
one general partner and by each other partner designated in
the certificate as a new partner or whose contribution is de-
scribed as having been increased; and

(3) a certificate of cancellation must be signed by all
general partners;

(b) Any person may sign a certificate by an attorney-in-fact,
but a power of attorney to sign a certificate relating to the
admission, or increased contribution, of a partner must speci-
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fically describe the hdmission or increase.
(c) The execution of a certificate by a general partner con-

stitutes an affirmation under the penalties of perjury that the
facts stated therein are true.

COMMENT

Section 204 collects in one place the formal requirements for the execution 6f certificates
which were set forth in Sections 2 and 25 of the prior uniform law. Those sections required
that each certificate be signed by all partners, and there developed an unnecessarily cum-
bersome practice of having each limited partner sign powers of attorney to authorize the
general partners to execute certificates of amendment on their behalf. Section 204 insures
that each partner must sign a certificate when he becomes a partner or when the certificates
reflect any increase in his obligation to make contributions. Certificates of amendment are

required to be signed by only one general partner and all general partners must sign cer-
tificates of cancellation. Section 204 prohibits blanket powers of attorney for the execution
of certificates in many cases, since those conditions under which a partner is required to
sign have been narrowed to circumstances of special importance to that partner. The for-
mer requirement that all certificates be sworn has been confined to statements by the
general partners, recognizing that the limited partner's role is a limited one.

SECTION 205. 1/tmendment or Cancellation by Judicial Act.Di
a person required by Section 204 to execute a certificate
of amendment or cancellation fails or refuses to do so, any other

partner, and any assignee of a partnership interest, who is
adversely affected by the failure or refusal, may petition the
[here designate the proper court] to direct the amend-
ment or cancellation. If the court finds that the amendment or

cancellation is proper and that any person so designated has failed
or refused to execute the certificate, it shall order the Sec-
retary of State to record an appropriate certificate of amend-
ment or cancellation.

COMMENT

Section 205 changes subdivisions (3) and (4) of Section 25 of the prior uniform law by

oonfining the persons who have standing to seek judicial intervention to partners and to
those assignees who are adversely affected by the failure or refusal of the appropriate per-
sons to file a certificate of amendment or cancellation.

SECTION 206. IFiling in Office of Secretary of State.1
(a) Two signed copies of the certificate of limited part-

nership and of any certificates of amendment or cancellation

(or of any judicial decree of amendment or cancellation) shall
be delivered to the Secretary of State. A person who executes

a certificate as an agent or fiduciary need not exhibit evidence
of his authority as a prerequisite to filing. Unless the
Secretary of State finds that any certificate does not conform
to law, upon receipt of all filing fees required by law he shall:

(1) endorse on each duplicate original the word "Filed"

and the day, month and year of the filing thereof;
(2) file one duplicate original in his office; and
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13 (3) return the other duplicate original to the person who
14 filed it or his representative.
15 (b) Upon the filing of a certificate of amendment (or judi-
16 cial decree of amendment) in the office of the Secretary of State,
17 the certificate of limited partnership shall be amended as set forth
18 therein, and upon the effective date of a certificate of cancel-
19 lation (or a judicial decree thereof), the certificate of limit-
20 ed partnership is cancelled.

COMMENT '

Section 206 is new. In addition to providing mechanics for the central filing system, the
second sentence of this section does away with the requirement, formerly imposed by some
local filing officers, that persons who have executed certificates under a power of attorney
exhibit executed copies of the power of attorney itself. Paragraph (b) changes subdivision
(5) of Section 25 of the prior uniform law by providing that certificates of cancellation are
effective upon their effective date under Section 203. ·

1 SECTION 101. ILiability for False Statement in Certificate.1
2 If any certificate of limited partnership or certificate of amend-
3 ment or cancellation contains a false statement, one who
4 suffers loss by reliance on the statement may recover damages for
5 the loss from:

6 (1) any person who executes the certificate, or causes an-
7 other to execute it on his behalf, and knew, and any general
8 partner who knew or should have known, the statement to be false
9 at the time the certificate was executed; and

10 (2) any general partner who thereafter knows or should have
11 known that any arrangement or other fact described in the cer-
12 tificate has changed, making the statement inaccurate in any
13 respect within a sufficient time before the statement was relied
14 upon reasonably to have enabled that general partner to can-
15 cel or amend the certificate, or to file a petition for its cancel-
16 lation or amendment under Section 205.

COMMENT

Section 207 changes Section 6 of the prior uniform law by providing explicitly for the
liability of persons who sign a certificate as agent under a power of attorney and by con-
fining the obligation to amend a certificate of limited partnership in light of future events to
general partners.

1 SECTION. 208. [Notice. ] The fact that a certificate of

2 limited partnership is on file in the office of the Sec-
3 retary of State is notice that the partnership is a limited part-
4 nership and the persons designated therein as limited partners are
5 limited partners, but it is not notice of any other fact.

COMMENT

Section 208 is new. By stating that the filing of a certificate of limited partnership only

-111-



rehult% in notice of the limited liability of the limited partners, it obviates the concern that
third partiei may be held to have notice of special provisions set forth in the certificate.
While [hi•, eclion M defigned to prewn·e the limited liability of limited partners,the notice
provided h not intended to change an> liability of a limited partner v hich may be created
b> hb, action or inaction under the law of estoppel, agency, fraud, or the like.

SECTION 109. Welivery of Certificates to Limited Partners.1
Upon the return by the Secretary of Stat6 pursuant to Sectjon
206 of a certificate marked *'Filed", the general partners
shall promptly deliver or mail a copy of the certificate of limit-
ed partnership and each certificate to each limited partnef
unless the partnership agreement provides otherwise.

COMMENT

This section is new.

ARTICLE 3

Limited Partners

SECTION 301. IAdmission of Additional Limited Partners.1
(a) After the filing of a limited partnership's original

certificate of limited partnership, a person may be admitted as an
additional limited partner:

(1) in the case of a person acquiring a partnership
interest directly from the limited partnership, upon the com-
pliance with the partnership agreement or, if the partnership-
agreement does not so provide, upon the written consent of all
partners; and

(2) in the case of an assignee of a partnership interest
of a partner who has the power, as provided in Section 704,
to grant the assignee the right to become a limited partner,
upon the exercise of that power and compliance with any conditions
limiting the grant or exercise of the power.

(b) In each case under subsection (a), the person acquiring
the partnership interest becomes a limited partner only upon
amendment of the certificate of limited partnership reflecting
that fact.

COMMENT

Subdivision (1) of Section 301(a) adds to Section 8 of the prior uniform law an explicit
recognition of the fact that unanimous consent of all partners is required for admission of
new limited partners unless the partnership agreement provides otherwise. Subdivision (2)
is derived from Section 19 of the prior uniform law but abandons the former terminology
of "substituted limited partner".
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SECTION 302. [Voting.1 Subject to Section 303, the part-
nership agreement may grant to all or a specified group of the
limited partners the right to vote (on a per capita or other
basis) upon any matter.

COMMENT

Section 302 is new, and must be read together with subdivision (b) (5) of Section 303.
Although the prior uniform law did not speak specifically of the voting powers of limited
partners, it is not uncommon for partnership agreements to grant such power to limited
partners. Section 302 is designed only to make it clear that the partnership agreement may
grant such power to limited partners. 1 fsuch powers are granted to limited partners beyond
the "safe harbor" of Section 303(b) (5), a court may hold that, under the circumstances,
the limited partners have participated in "control of the business" within the meaning of
Section 303(a). Section 303(c) simply means that the exercise of powers beyond the ambit of
Section 303(b) is not ipso facto to be taken as taking part in the control of the business.

SECTION 303. ILiability to Third Parties.1
(a) Except as provided in subsection (d), a limited part-

ner is not liable for the obligations of a limited partnership
unless he is also a general partner or, in addition to the exercise of
his rights and powers as a limited partner, he takes part in the
control of the business. However, if the limited partner's parti-
cipation in the control of the business. is not substantially the
same as the exercise of the powers of a general partner, he is
liable only to persons who transact business with the limited
partnership with actual knowledge o f his participation in control.

(b) A limited partner does not participate in the con-
trol of the business within the meaning of subsection (a) sole-
ly by doing one or more of the following:

(1) being a contractor for or an agent or employee of
the limited partnership or of a general partner;

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

(3) acting as surety for the limited partnership;
(4) approving or disapproving an amendment to the part-

nership agreement; or

(5) voting on one or more of the following matters:
(i) the dissolution and winding up of the limited part-

nership;

(ii) the sale, exchange, lease, mortgage, pledge, or other
transfer of all or substantially all of the assets of the limit-
ed partnership other than in the ordinary course of its business;

(iii) the incurrence of indebtedness by the limited part-
nership other than in the ordinary course of its business;

(iv) a change in the nature of the business; or
(v) the removal o f a general partner.

(c) The enumeration in subsection (b) does not mean that
the possession or exercise of any other powers by a limited part-
ner constitutes participation by him in the business of the limit-
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ed partnership.
(d) A limited partner who knowingly permits his name to be

used in the name of the limited partnership, except under circum-
stances permitted by Section 102(2)(i), is liable to creditors
who extend credit to the limited partnership without actual know-
ledge that the limited partner is not a general partner.

COMMENT

Section 303 makes several important changes in Section 7 of the prior uniform law. The
first sentence of Section 303 (a) carries over the basic test from former Section 7 - whether

the limited partner "takes part in the control of the business" - in order to insure that
judicial decisions under the prior uniform law remain applicable to the extent not expressly
changed. The second sentence of Section 303 (a) reflects a wholly new concept. Because of
the difficulty of determining when the "control" line has been overstepped, it was thought
it unfair to impose general partner's liability on a limited partner except to the extent that a
third party had knowledge of his participation in control of the business. On the other
hand, in order to avoid permitting a limited partner to exercise all of the powers of a
general partner while avoiding any direct dealings with third parties, the "is not sub-
stantially the same as" test was introduced. Paragraph (b) is intended 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 control of the business. Paragraph
(d) is derived from Section 5 of the prior uniform law, but adds as a condiliOn tO the limited
partner's liability the fact that a limited partner must have knowingly permitted his name to
be used in the name of the limited partnership.

SEcTION 304. Werson Erroneously Believing Himself Limited
Partner.1

(a) Except as provided in subsection (b), a person who makes
a contribution to a business enterprise and erroneously but in
good faith believes that he has become a limited partner in
the enterprise is not a general partner in the enterprise and is
not bound by its obligations by reason of making the contribution,
receiving distributions from the enterprise, or exercising
any rights of a limited partner, if, on ascertaining the mistakes
he:

(1) causes an appropriate certificate of limited part-
nership or a certificate of amendment to be executed and
filed; or

(2) withdraws from future equity participation in the

enterprise.

(b) A person who makes a contribution of the kind des-
cribed in subsection (a) is liable as a general partner to any
third party who transacts business with the enterprise (i) be-
fore the person withdraws and an appropriate certificate is
filed to show withdrawal, or (ii) before an appropriate cer-
tificate is filed to show his status as a limited partner
and, in the case of an amendment, after expiration of the 30-day
period for filing an amendment relating to the person as a
limited partner under Section 202, but in either case only if

-114-



the third party actually believed in good faith that the person was
a general partner at the time of the transaction.

, COMMENT

Section 304 is derived from Section 11 of the prior uniform law. The "good faith"
requirement has been added in the first sentence of Section 304 (a). The pr6visions of sub-
division (2) of Section 304 (a) are intended to clarify an ambiguity in the prior law by
providing that a person who chooses to withdraw from the enterprise in order to protect
himself from liability is not required to renounce any of his then current interest in the en-
ten)rise so long as he has no further participation as an equity participant. Paragraph (b)
preserves the liability of the equity participant prior to withdrawal (and after the time for
appropriate amendment in the case of a limited partnership) to any third party who has
transacted business with the person believing in good faith that he was a general partner.

SECTION 305. Unformation.1 Each limited partner has the right
to:

(1) inspect and copy any of the partnership records re-
quired to be maintained by 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 business and financial condition of the

limited partnership, (ii) promptly after becoming available, a
copy of the limited partnership's federal, state and local
income tax returns for each year, and (iii) other information
regarding the affairs of the limited partnership as is just and
reasonable.

COMMENT

Section 305 changes and restates the rights of limited partners to information about the
partnership formerly provided by Section 10 of the prior uniform law.

ARTICLE 4

General Pbrtners

SECTION 401. IAdmission of Additional Genera! Partners.1 At-
ter the filing of a limited partnership's original certificate
of limited partnership, additional general partners may be admit:
ted only with the specific written consent of each partner.

COMMENT

Section 401 is derived from Section 9 (1) (e) of the prior law and carries over the un-
waivable requirement that all limited partners must consent' to the admission of an ad-
ditional general partner and that such consent must specifically identify the general partner
involved.

1 SECTION 402. IEvents of Withdrawal.1 Except as approved by
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the specific written consent of all partners at the time, a
person ceases to 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 part-
nership as provided in Section 602;

(2), the general partner ceases to be a member of the limit-
ed partnership as provided in Section 702;

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

(4) unless otherwise provided in the certificate of lim-
ited partnership, the general partner: 0) makes an assignment
for the benefit of creditors; (ii) files a voluntary petition
in bankruptcy; (iii) is adjudicated a bankrupt or insolvent;
Ov) files a petition or answer seeking for himself any re-
organization, arrangement, composition, readjustment, liquid-
ation, dissolution or similar relief under any statute, Iaw, or
regulation; (v) files an answer or other pleading admitting

or failing to contest the material allegations of a petition
filed against him in any proceeding of 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 properties;

(5) unless otherwise provided in the certificate of limit-
ed partnership, [120] days after the commencement of any pro-

ceeding against the general partner seeking reorganization,
arrangement, composition, readjustment, liquidation, dissolution
or similar relief under any statute, law, or regulation, the
proceeding has not been dismissed, or if within [90] days after
the appointment without his consent or acquiescence of a

trustee, receiver, or liquidator of the general partn··r or of
all or any substantial part of his properties, the appointment
is not vacated or stayed or within [901 days after the expiration
of any such stay, the appointment is not vacated;

(6) in the case of a general partner who is a natural person,
(i) his death; or
(ii) the entry by a court of competent jurisdiction ad-

judicating him incompetent to manage his person or his estate;
(7) in the case of a general partner who is acting as a

general partner by virtue of being a trustee of a trust, the termi-
nation of the trust (but not merely the substitution of a new trustee);

(8) in the case of a general partner that is a separate part-
nership, the dissolution and commencement of winding up of the
separate partnership;

(9) in the case of a general partner that is a corporation,
the filing of a certificate of dissolution, or its equivalent, for
the corporation or the revocation of its charter; or
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(10) in the case of an estate, the distribution by the fiduciary
of the estate's entire interest in the partnership.

COMMENT

Section 402 expands considerably the provisions of Section 20 of the prior uniform law
which provided for dissolution in the event of the retirement, death or insanity of a general
partner. Subdivisions (th (2) and (3) recognize that the general partner's agency relation-
ship is terminable at will, although it may result in a breach of the partnership agreement
giving rise to an action for damages. Subdivisions (4) and (5) reflect a judgment that, unless
the limited partners agree otherwise, they ought to have the power to rid themselves of a
general partner who is in such dire financial straits that he is the subject of proceedings un-
der ihe National Bankruptcy Act or a similar provision of law. Subdivisions (6) through
(10) simply elaborate on the notion of death in the case of a general partner who is not a
natural person.  "--'' 6 04. r ' --CE-6,---4"
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SECTION 403. IGeneral Powers and Liabilities.1 Except as pro-
vided in this Act or in the partnership agreement, a general
partner of a limited partnership has the rights and powers and
is subject to the restrictions and liabilities of a partner in
a partnership without limited partners.

COMMENT

Section 403 is derived from Section 9 (1) of the prior uniform law.

SECTION 404. Wontributions by General Partner.1 A general
partner of a limited partnership may make contributions to the part-
nership and share in the profits and losses of, and in distri-
butions from, the limited partnership as a general partner. A gen-
eral partner also may make contributions to and share in pro-
fits, losses, and distributions as a limited partner. A person
who is both a general partner and a limited partner has the
rights and powers, and is subject to the restrictions and li-
abilities, of a general partner and, except as provided in the part-
nership agreement, also has the powers, and is subject to the
restrictions, of a limited partner to the extent of his parti-
cipation in the partnership as a limited partner.

COMMENT

Section 404 is derived from Section 12 of the prior uniform law and makes clear that the
partnership agreement may provide that a general partner who is also a limited partner may
exercise att of the powers of a limited partner.

SECTION 405. [ Voting.] The partnership agreement may grant
to all or certain identified general partners the right to vote
Con a per capita or any other basis), separately or with all or any
class of the limited partners, on any matter.
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Section 405 is new and is intended to make it clear that the Act does not require thal the
limited partners have any right to vote on matters as a separate class.

ARTICLE 5

Finance

SECrION 501. IForm of Contribution.1 The contribution of

a partner may be 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 to Section 101, the explicit permission to make contributions of
services expands Section 4 of the prior uniform law.

SECrION 502. ILiability for Contribution.1
(a):j Except as provided in the certificate of limit-

ed partnership, a partner is obligated to the limited part-
nership to perform any promise to contribute cash or property
or to perform services, even if he 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 is obligated at the option of the limited partnership to
contribute cash equal to that portion of the value (as Stated
in the certificate of limited partnership) of the stated con-
tribution that has not been made.

(b) Unless otherwise provided in the partnership agree-
ment, the obligation of a partner to make a contribution
or return money or other property paid or distributed in violation
of this Act may be compromised only by consent of all the
partners. Notwithstanding the compromise, a creditor of a limit-
ed partnership who extends credit, or whose claim arises, after
the filing of the certificate of limited partnership or an
amendment thereto which, in either case, reflects the obligation,
and before the amendment or cancellation thereof to reflect the
compromise, may enforcb the original obligation.

COMMENT

Although. Section 17 (1) of the prior uniform law required a partner to fulfill his promise
to make contributions, the addition of contributions in the form of a promise to render ser-
vices means that a partner who is unable to perform those services because of death or
disability as well as because of an intentional default is required to pay the cash value of the
services.unless the certificate of limited partnership provides otherwise. Subdivision (b) is
derived from Section 17 (3) of the prior uniform law.

SECTION 503. [Sharing of Profits and Losses.] The profits
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and losses of a limited partnership shall · be allocated
among the partners, and among classes of partners, in the manner
provided in the partnership agreement. If the partnership
agreement does not so provide, profits and losses shall be allo-
cated on the basis of the value (as stated in the certificate
of limited partnership) of the contributions made by
each partner to the extent they have been received by the partner-
ship and have not been returned.

COMMENT

Section 503 is new. The prior uniform law did not provide for the basis on which'partners
share profits and losses in the absence of agreement.

SECTION 504. (Sharing of Distributions.1 Distributions of

cash or other assets of a limited partnership shall be
allocated among the partners, and among classes of partners,
in the manner provided in the partnership agreement. If the
partnership agreement does not so provide, distributions shall be
made on the basis of the value (as stated in the certificate
of limited partnership) of the contributions made by each
partner to the extent they have been received by the part-
nership and have not been returned.

COMMENT

Section 504 is new. The prior uni form law did not provide for the basis on which partners
share distributions in the absence of agreement. This section also recognizes that partners
may choose to share in distribution on a different basis than they share in profits and

ARTICLE 6

Distributiohs and Withdrawal

SECTION 601. [Interim Distributions.1 Except as provided
in this Article, a partner is entitled to receive distri-
butions from a limited partnership before his withdrawal
from the limited partnership and before the dissolution and
winding up thereof:

(1) to the extent and at the times or upon the happen-
ing of the events speci fied in the partnership agreement; and

(2) if any distribution constitutes a return of any
part of his contribution under Section 6080, to the extent
and at the times or upon the happening of the events specified
in the certificate of limited partnership.

COMMENT

Section 601 is new.
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SECTION 602. IWithdrawal of General Partner.1 A general
partner may withdraw from a limited partnership at any time
by giving written notice to the other partners, but if the
withdrawal violates the partnership agreement, the limited part-
nership may recover from the withdrawing general partner
damages for breach of the partnership agreement and offset the
damages against the amount otherwise distributable to him.

COMMENT

Section 602 is new but is generally derived from Section 38 of the Uniform Partnership

SECTION 603. IWithdrawal of Limited Partner.1 A limited

partner may withdraw from a limited partnership at the time
or upon the happening of events specified in the certificate
of limited partnership and in accordance with the partner-
ship agreement. If the certificate does not specify the time or the
events upon the happening of which a limited partner may with-
draw or a definite time for the dissolution and winding up
of the limited partnership, a limited partner may withdraw
upon not less than 6 months' prior written notice to each general
partner at his address on the books of the limited part-
nership at its office in this State.

COMMENT

Section 603 is derived from Section 16 (c) of the prior uniform law.

SECTION 604. Wistribution Upon Withdrawal.l Except as
provided in this Article, upon withdrawal any withdrawing partner
is entitled to receive any distribution to which he is entitled
under the partnership agreement and, if not otherwise provided
in the agreement, he is entitled to receive, within a reasonable
time after withdrawal, the fair value of his interest in
the limited partnership as of the date of withdrawal based
upon his right to share in distributions from the limited
partnership.

COMMENT

Section 604 is new. It fixes the distributive share of a withdrawing partner in the absence
of an agreement among the partners.

SECTION 605. Wistribution in Kind.1 Except as pro-

vided in the certificate of limited partnership, a partner, regard-
less of the nature of his contribution, has no right to demand
and receive any distribution from a limited partnership in
any form other than cash. Except as provided in the partnership
agreement, a partner may not be compelled to accept a distri-
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bution of any asset in kind from a limited partnership to the
extent ' that the percentage of the asset distributed to him
exceeds a percentage of that asset which is' equal to the percent-
age in which he · shares in distributions from the limitedpartnership

COMMENT

The first sentence of Section 605 is derived from Section 16 (3) of the prior uniform law.
'Ihe second sentence is new, and is intended to protect a limited partner (and the remainingpartners) against a distribution in kind of more than his share of particular assets.

SECTION 606. [Right to Distribution.] At the time a partner
becomes entitled to receive a distribution, he has the status of,
and is entitled to all remedies available to, a creditor of the limit-
ed partnership with respect to the distribution.

COMMENT

Section 606 is new and is intended to make it clear that the right of a partner to receive a
distribution, as between the partners, is not subject to the equity risks of the enterprise. On
the other hand, since partners entitled to distributions have creditor status, there did notseem to be a need for the extraordinary remedy of Section 16 (4) (a) of the prior uniform
law, 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 thepartner to simply sue as an ordinary creditor and obtain a judgment.

SECTION 607. [Limitations on Distribution.1 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, other than liabilities to partners on
account of their partnership interests, exceed the fair
value of the partnership assets.

COMMENT

Section 607 is derived from Section 16 (1) Ca) of the prior uniform law.

SEC[loN 608. ILiability Upon Return of Contribution.1
(a) If a partner has received the return of any part

of his contribution without violation of the partnership
agreement or this Act, he is liable to the limited partnership
for a period of one year thereafter for the amount of the
returned contributions but only to the extent necessary to
discharge the limited partnership's liabilities to creditors
who extended credit to the limited partnership during the period
the contribution was held by the partnership.

(b) If a partner has received the return of any part of
his contribution in violation of the partnership agreement
or this Act, he is liable to the limited partnership for a
period of 6 years thereafter for the amount of the contribution

-121-



wrongfully returned.
(c) A partner receives a return of , his contribution

to the extent . that a distribution · to . him reduces his share of
the fair value of the net , assets of. the limited partnership
below the, value (as set ,forth in the certificate of limited
partnership) of his contribution which has. riot been distributed
to him.

COMMENT

Paragraph (a) is derived from Section ]7 (4) of the prior uniform law, but the one year
statute of limitations has been added. Paragraph (b) is derived from Section 17 (2) (b) of the
prior uniform law but, again, a statute of limitations has beth added. Paragraph (c) is new.
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.

ARTICLE 7

. Assignment of Partnership Interests

SECTION 701. INature of Partnership Interest.1 A partnership

interest is personal property.

COMMENT

This section is derived from Section 18 of the prior uniform law.

SECrION 702. IAssignment of Partnership Interest.1 Except as

provided in the partnership agreement, a partnership in-
terest is assignable in whole or in part. An assignment of a part-
nership interest does not dissolve a limited partn€ -ship 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 be entitled. Except as provided in the partnership agree-
ment, a partner ceases to be a partner upon assignment of
all his partnership interest.

COMMENT

Section 19 (1) of the prior uniform law 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 to assign may
be restricted in the partnership agreements there was no intention to affect in any Ka> the
usual rules regarding restraints on alienation of personal property. The second and third
sentences of Section 702 are derived from Section 19 (3) o f the prior uniform law. The last
sentence is new.

SECTION 703. [Rights of Creditor. ] On application to a court o f
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competent jurisdiction by 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 the extent so charged, the judgment creditor
has only the rights of an assignee of the paitnership interest.
This Act does not deprive any partner of the benefit of any
exemption laws applicable to his partnership interest.

COMMENT

Section 703 is derived from Section 22 of the prior uniform law but'has not carried over
some provisions that were thought to be superfluous. For example, references in Section 22
(1) to specific remedies have been omitted, as has a prohibition in Section·22 (2) against
discharge of the lien with partnership property. Ordinary rules governing the remedies
available to a creditor and the fiduciary obligations of general partners will deteimine those
matters.

SECTIoN '104. IRight of Assignee to Become Limited Partner.1
(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 Act. An assignbe who becomes
a limited partner also is liable for the obligations of his
assignor to make and return contributions as provided in Article
6. However, the assignee is not obligated for liabilities un-
known to the assignee at the time he became a limited partner
and which 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 his liability
to the limited partnership under Sections 207 and 502.

COMMENT

Section 704 is derived from Section 19 of the prior uniform law, but paragraph (b)
defines more narrowly than Section 19 the obligations of the assignor that are
automatically assumed by the assignee.

SECTION 105. IPower of Estate of Deceased or Incompetent
Partner. 1 If a partner who is an individual dies or a court
of competent jurisdiction adjudges him to be incompetent to man-
age his person or his property, the partner's executor, administra-
tor guardian, conservator, or other legal representative may
exercise all the partner's rights for the purpose of set-
tling his estate or administering his property, including any
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power the partner had to give an assighee 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 be exercised by its legal representative or
successor.

COMMENT

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

ARTICLE 8

Dissolution

SECTION 801. INonjudicial Dissolution.1 A limited part-

nership is dissolved and its affairs shall be wound up upon the
happening of the first to occur of the following:

(1) at the time or upon the happening of events specified in
the certificate of limited partnership;

(2) written consent of all partners;
(3) an event of withdrawal of a general partner un-

less 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 limit-
ed partnership is not dissolved and is not required to be wound
up by reason of any event of withdrawal, if, within 90 Gays 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

(4) entry of a decree of judicial dissolution under Sec-
tion 802.

COMMENT

Section 801 merely collects in one place all of the events causing dissolution. Paragraph
O) is derived from Sectibns 9 (1) (g) and 20 of the prior uniform law, but adds the 90-day
grace period.

SECTION 802. IJudicial Dissolution.1 On application by or
for a partner the [here designate the proper court] court
may decree dissolution of a limited partnership whenever it is
not reasonably practicable to carry on the business in con-
formity with the partnership agreement.
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COMMENT

Section 802 is new.

SECrION 803. [ Winding Uk] Except as provided in
the partnership agreement, the general partners who have not
wrongfully dissolved a limited partnership or, if none, the lim-
ited partners, may w,ind up the limited partnership's affairs; but
the [here designate the proper courtl court may wind
up the limited partnership's affairs upon application of any part-
ner, his legal representative, or assignee.

COMMENT

Section 803 is new and is derived in part from Section 37 of the Uniform General Part-
nership Act.

SECTION 804. IDistribution of Assets.1 Upon the winding up
of a limited partnership, the 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 Section 601 or 604;

(2) except as provided in the partnership agreement, to
partners and former partners in satisfaction of liabilities for
distributions under Section 601 or 604; and

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

COMMENT

Section 804 revises Section 23 of the prior uniform law by providing that (1) to the extent
partners are also creditors, other than in respect of their interests in the partnership, they
share with other creditors, (2) once the partnership's obligation to make a distribution ac-
crues, it must be paid before any other distributions of an "equity" nature are made, and
(3) general and limited partners rank on the same levet except as otherwise provided in the
partnership agreement.

ARTICLE 9

Foreign Limited Partnerships

SECTION 901. ILaw Governing.1 Subject to the Consti-
tution of this State, (1) the laws of the state under which
a foreign limited partnership is organized govern its organi-
zation and internal affairs and the liability of its limited
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partners, and (2) a for;ign limited partnership may not be
denied registration by reason of any difference between those
laws and the laws of this State.

COMMENT

Section 901 is new.

SECTION 902. IRegistration.1 Before transacting busi-

ness in this State, a foreign limited partnership shall reg-
ister with the Secretary of State. In order to register, a
foreign limited partnership shall submit to the Secretary of
State, in duplicate, an application for registration as a for-
eign limited partnership, signed and sworn to by a general part-
ner and setting forth:

(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 of any 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 Secretary of State is appoint-
ed the agent of the foreign limited partnership for service
of process if no agent has been appointed under paragraph
(4) 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 main-
tained 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 the names and business addresses of
the partners, a list o f the names and addresses.

COMMENT

Section 902 is new. It was thought that requiring a full copy of the certificate of limited
partnership and all amendments thereto to be filed in each state in which the partnership
does business would impose an unreasonable burden on interstate limited partnerships and
that the information on file was sufficient to tell interested persons where they could write
to obtain copies of those basic documents.
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SECTION 903. Ussuance of Registration.1
(a) If the Secretary of State finds that an application

for registration conforms to law and all requisite fees
have been paid, he shall:

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

(2) file in his office a duplicate original of the appli-
cation; and

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

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

SECTION 904. [Name. ] A foreign limited partnership
may register with the Secretary of State under any name
(whether or not it is the name under which it is registered
in its state of organization) that includes without abbreviation
the words "limited partnership" and that could be registered
by a domestic limited partnership.

COMMENT

Section 904 is new.

SECTION 905. Whanges and Amendments.1 If any
statement in the application for registration of a foreign
limited partnership was false when made or any arrangements
or other facts described have changed, making the application
inaccurate in any respect, the foreign limited partnership
shall promptly file in the office of the Secretary of State
a certificate, signed and sworn to by a general partner, correct-
ing such statement.

COMMENT

Section 905 is new.

SECTION 906. ICancellation of Registration,1 A
foreign limited partnership may cancel its registration
by filing with the Secretary of State a certificate
of cancellation signed and sworn to by a general partner.
A cancellation does not terminate the authority of the
Secretary of State to accept service of process on the
foreign limited partnership with respect to [claims for
relief] [causes of action] arising out of the trans-
actions of business in this State.
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COMMENT

Section 906 is new.

SECTION 901. Vrransaction of Business Without Registra-
tion.1

(a) A foreign limited partnership transacting business in
this State may not maintain any action, suit, or proceeding
in any court of this State until it has registered in this
State.

(b) The failure of a foreign limited partnership to regis-
ter in this State does not impair the validity of any contract or
act of the foreign limited partnership or prevent the for-
eign limited partnership from defending any action, suit, or
proceeding in any court of this State.

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

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

COMMENT

Section 907 is new.

SECTION 908. [Action by \Appropriate Official.1
The [appropriate official] may bring an action to restrain
a foreign limited partnership from transacting bu iness in
this State in violation of this Article.

COMMENT

Section 908 is new.

ARTICLE 10

Derivative Actions

SECTION 1001. \Right of Action.1 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 author-
ity 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.
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COMMENT

Section 1001 is new.

SECTION 1002. (Proper Plaintiff.\ In a derivative

action, the plaintiff must be a partner at the time of bring-
ing the action and (1) at the time Of the transaction of which
he complains or (2) his status as a partner had devolved upon
him by operation of law or pursuant to the terms Of the part-
nership agreement from a person who was a partner at the time
ofthetransaction.

COMMENT

Section 1002 is new.

SECTION 1003. [Pleading.1 In a derivative action,
the complaint shall set forth with particularity the effort
of the plaintiff to secure initiation of the action by a gen-
eral partner or the reasons for not making the effort.

COMMENT

Section 1003 is new.

SECTION 1004. [Expenses.] 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, the
court may award the plaintiff reasonable expenses, in-
cluding reasonable attorney's fees, and shall direct him
to remit to the limited partnership the remainder of those
proceeds received by him.

COMMENT

Section 1004 is new.

ARTICLE 11

Miscellaneous

SECTION 1 101. [Construction and Application.] This Act
shall be so applied and construed to effectuate its general pur-
pose to make uniform the law with respect to the subject of
this Act among states enacting it.

SECTION 1102. Ishort Title.1 This Act may be cited aS the
Uniform Limited Partnership Act.

SECTION 1103. [Severability.] If any provision of this Act
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or its application to any person or circumstance is held
invalid, the invalidity does not affect other provisions
or applications of the Act which can be given effect
without the invalid provision or application, and to this
end the provisions of this Act are severable.

SEcrioN \\04 IEffective Date, Extended Effective Date
and Repeal.1 Except as set forth below, the effective date of
this Act is and the following Acts [list prior limited part-
nership actsl are hereby repealed:

(1) The existing provisions for execution and filing of
certificates of limited partnerships and amendments thereunder
and cancellations thereof continue in effect until [specify
time required to create central filing system], the
extended effective date, and Sections 102, 103, 104, 105,
201, 202, 203, 204 and 206 are not effective until the extended
effective date.

(2) Section 402, specifying the conditions under which a
general partner ceases to be a member of a limited partnership,
is not effective until the extended effective date, and the
applicable provisions of existing law continue to govern until
the extended effective date.

(3) Sections 501, 502 and 608 apply only to contributions
and distributions made after the effective date of this Act.

(4) Section 704 applies only to assignments made after the
effective date of this Act.

(5) Article 9, dealing with registration of foreign limited
partnerships,' is not effective until the extended effective
date.

SECTION 1 \05. IRides for Cases Not Provided for in This
Act.] In any case not provided for in this Act the provisions of
the Uniform Partnership Act govern.
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EXHIBIT A-1

UNII·ORM I .11\111 E.1) 1'ARTNERSI 111' ACI-* (1976)

A R 11( 1 1· 1

General Pro

,•0•-(1) "Administrator" means the chief
f officer of the Michigan Departinent
 'of Commerce'or his designated repre-
\_sentative.

---I.-

1 S!·Cl ION 101. [l)(finition£] As wred i 11 Illig Acl, unless
2 the context ollicrwire requires:

3 --44+ "Cerlificale of limited parlitcid,ip" mcanc ilic ccrlifi-
4 calc ic ret red lo ill Section 201, :411(1 the cerlificate aq

5 :unct,ded, or restated.

6 +0¥ "(-c,Iilrilitition" incano ativ cash, propertv, services
7 rendered. or a promissory note or ollier hinding obligation
8 lo contribitle cash or properly or to perform ferviccs, which a
9 partner contribules to a limited partnership in his capacity

(2)

,(3)

10 as a partner.
11 4»1 -Event of withdrawal of a gencial partner" nicans an
12 event thal causes a person 10 cease to be a general partner as

13 provided iii Seclion 402.
14 44 1 -Foreign limiled partnership" means a parinership lormed
15 under the laws of any Slale ocher than this State and having

16 as parlners one or more general partnerq and one or more limited
17 partners.

(4)

'(5)

18 4,4 j "General partner" means a person who has been admitted
19 to a liinited parlnership as a general partner in accordance
20 with the partnership agreement and named in the certificale
21 of limiled parlnership as a general partner.

22 *41 "Limited parmer" means a person who has been admilled
23 lo a limiled partnership as a litniled I,art,ier in accordance with
24 the partnership agrecmenl and named in the certificate of
25 limited partnership as a limited partner.

26 44 J "Limited parmership" and "cloinestic limiled partner-
27 ship" mean a parlnership formed by 2 or mole persons under
28 tlic laws of this Stale and having one or more general parlners
29 and one ot morelimited pariners.
30 ¢4,1 "Partner" means a litnited or general partner.

(6)

(7)

(8)

(9)

31 444 1 "farlnership agreement" means ally valid agrectilent,
32 wrinen or oral, of the partners as to the affairs of a limited
33 partnership and theconducl of its business.
34 (344 1 -Partnership interest" means a partner's share of [hc
35 profils and losses of a-limited partnership and the right to
36 receive dislribulions of partnership assets.

37 614* 1 -Person" means a natural person, Partnership, limited
38 parlnership (domestic or foreign), trust, cslate, associalion,
39 corporation,or any other legal entity.
40 94 1 "Slate" means a state, territory, or ppssession of the
41 United States, the District of Columbia, or the Commonwealth of
42 Puerto Rico.

(10)

(11)

(12)

' (13)
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St c I loN 102. 1,1'amr. 1 111(' 11.illic of (·,tch limiled p.·11111(·F·
cllip :n re| h)11|1 in 11, lt·,Idicale {11 hilli|l·d 1,•11|lil'l·|1111:

11) sh:11| Cont:lill ,dthilill :11,1Ilevialion Ille Honk "limited
p.lill,l·trilip' ';

(2) may ill,1 C(,111:,in Ille 11:unc (,f a limited 11:11111(·r litili·% (i) il
it :tho che imme of a grtici:,1 p:"iner 0, ilic icill,(,1:lic il:inic
of a colporale general partner, 01 (ii) the I,tieinecr of Ille
Ihnited 11:11 Inerrhip 11:td been canied on under (11:11 t.ame
lierol e the admifsion o f I lial limited liar Incr;

0) may 1}01 comain any word 0, phraqc indicaling m implying
Ihal it is (111!:mi,ed 011:cr than for a 11 :imice Calcd in its
ce,liricalcorlimited parlnetship;

(4) 4-:ty mit lic I hz ramr ar., er dr':'.·1'tively rimiktr ta. See attachment #1,
Ihe linnie of any corporation or limited p:11_gs£11*rnugatilicd next page.
under the laws or this Stale cwEror regiqtcred as a
foreign colroration_or-Li,FMTRcrship iii this State: and

(5) tg.g,>.04+trr--T'oulain the following words [Ile,e inqert
18 14*45154-0+44.

(5) may not contain the -words "corporation" or
"incorporated" or any abbreviation or derivative
thereof.

SECI ION 103. IReservation of Name.1
2 (a) The 'exclusive right to the use of a name may be

resen·ed by:
(1) any person intending to organize a linmed

parlneiship under this Act and to adopt Iliat name;
(2) any domestic liinited partnership or any foteign

limited parinership registered iii this Stale which, in ci[lier
case, intends to adopt Ilial lianie;

(3) any foleign litililed partnership imending to regiwer
m Ims Slate and adopt thal name; and

(4) any person inlending to organize a foreign limiled
partnership and inlending to have it register in (his Stale
and adopt that name.(b) The reservation shall be made by filing willi I.hc!5111 administrator,
·retary of Slate an 'application, exectited by the applicatil, 10
reserve a specified name. 1 f the!'9(Crclary Of Stoll finds 4 administrator
thal the name is available for use by a Jomeslic or foreign- and all filing fees requiredby law have been paid,18 limiled piritiership.fhe shall reserve the name ror tile exclusive

19 t,fe of the applican! for a period GUM;9-4»,6,--0,•*-ha•in%7-
20 9,;crer"ed n n:unc, 1 he r:une-.appliGA,4-#My nA| 440:.il:.49492
21 +Ne-4ame-»ame-**441--mer+44*08*--60-04a96,Wf-4.he-e*pir-;UN-·44
22 the 1-"2 17(1.,1·,y pr•ri„,1 1-,ir ,•,I.;ch 1691 91'plic:int r.r.r,firl 11.4 t
23 •ame. The right !0 the.exclusive use of a reserved name may be
24 transferred to any other person by filing in [hc office of the
25 ZeG•*48.5-"f--&404...d notice of the transfer, executed by the
26 applicant for whom the name was reserved and . specifyink
27 the name and address or Ihetransferee.

expiring at the end of the
fourth full calendar month
following the month in which
the application was filed.
The administrator, for good
cause shown, may extend the
reservation for periods of not
not more than 2 calendar
months each. Not more than

2 extensions shall be

granted.

Ladministrator
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ATTACHMENT #1

SECTION 102. [Name.]

(4) shall be such as to distinguish it upon the records in the '
office of the administrator from (i) the name of each other
domestic limited partnership, (ii) the name of each foreign limi-
ted partnership authorized to transact business in this State and
the name under which each such foreign limited partnership has
registered in this State, (iii) each name currently reserved under
Section 103 or assumed under Section 104, (iv) the name of each

domestic corporation and each foreign corporation authorized to
transact business in this State, and (v) each corporate name
currently reserved or registered under the business corporation
act or a predecessor act and each corporate name assumed under
section 217 of the business corporation act; and

11



SECTION 104. [Transacting Business Under Assumed Name; Certificate.]
See attachment #2, next page.

, 105

S 1 C III )N 44;4 [Sprcifird Office wicl Air,i/1-12'ic.h-""7--; Resignation of Agent.
led 11:ir Iticirl,ip diall contilit,(11:ply m,aimain i n I llis Slate:

\11(a)

C I ) :m 01'ficc, which may Imt need 1101 lic a place of its
1,tteinc in thi. State, at which shall bc kept Ilic records ,106
ic·quited hy Scelion +04 101,0 m :,intained; and

(2) an agent for se,vice of process on the littlited partner-
ship, which agent intist he :in individual tcqicleiii of this Slate,
a domertic corporation, or a foreign corporation authorized
m do hininess in Ihic Stale.

(b) See attachment #3, next page.
106

SECTION *051 \Records to be Kept.1 Each limited part- 105 (a) (1)
nership shall keep at the office referred to iii Section 1404*4
the following: (1) a current list or the full name and last known pr residence
bitsinessf address of each partne,set forth iii alphabetical order4+within each categor(2) a copy of Ihe certificate of limited partnership and all
certificates of amendment thereto, I together with executed
copies of any powers of atlorney pursuant lo which any certi-
ficate has been executed, (3) copies of the limiled partner-
ship's federal, state and local income tax relurns and reports,
if any, .for the 3 most recent years, and (4) copies or
any then effective written parmership agrectnenls and of any
financial slateinents or the limited partnership for the 3
most rece,11 years. Those records are subject to inspection :L
copying'1 * the rearonable request, and al the expense, of-'-,•r
parlner,[Illring orditiary hlt;irl:.4.,4..,rs.

, specifying separately the general partners and
limited partners and

1
restated certificates of limited
partnership and certificates filed
pursuant to Section 104(a),

such

'by any partner or his designated
representative during ordinary'
business hours,

SEC-1 ION 47 INature of Bitsiness.1 A limited parlnership

may ca'rry on any business {hal a partnership without litililed parl- 0„astherwise provided by law.ners may carry on excep ([herc dc.Jignal c prohihilcd 11: tii'iIial.

108

SrenoN 101. \Business Transoctions of Pormer with Partner-
ship.] Except as prvided in the partnership agree-
ment. a partner may lend money to and transacl other b:,siness
with the limitcd partnership and, stibject to other applicable
law. has Ihe same rights and obligations with iespect there-
to as a person who is not a partner.

SECTION 109. [Agreement to Pay Interest in
Excess of Legal Rate; Defense of Usury Prohibi-
ted.] A domestic or foreign limited partnership,
whether or not formed it the request of a lender,
may by agreement in writing, and not otherwise,
agree to pay a rate of interest in excess of the
legal rate (including, without limitation, a rate
of interest in excess of the rate set forth in

Act No. 259 of the Public Acts of 1968, being
sections 438.41 and 438.42 of the Michigan Com-
piled Laws) and in- such case the defense of usury
is prohibited.
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ATTACHMENT #2

SECTION 104. [Transacting Business Under Assumed Name; Certificate.]

(a) A domestic limited partnership may transact its business under.
any assumed name or names other than its name as set forth in its
certificate of limited partnership and a foreign limited partnership may
transact its business under any assumed name or names other than the
name under which it has registered in this State if not precluded from
use by Section 102(2), (3), (4) or (5), and the same name may be
assumed by 2 or more domestic or foreign limited partnerships participat-
ing together in any partnership or joint venture by filing with the
administrator a certificate stating the name as set forth in the
certificate of limited partnership, in the case of a domestic limited
partnership, or under which it has registered in this State, in the case
of a foreign limited partnership, and the assumed name under which the
business is to be transacted. Such certificate shall be effective for
a period expiring on December 31 of the fifth full calendar year following
the year in which it was filed, unless sooner terminated by the filing with
the administrator of a certificate of termination of assum-ed name or by the
dissolution and the commencement of winding up of a domestic or foreign
limited partnership or the filing with the administrator of a certificate
of cancellation of registration of a foreign limited partnership. It may
be extended for additional consecutive periods of 5 full calendar years
each by the filing with the administrator of similar certificates not
earlier than 90 days preceding the expiration of any such period. The
administrator shall notify the limited partnership of the impending
expiration of the certificate of assumed name no later than 90 days before
the initial or subsequent 5-year period will expire. This Section does not
create substantive rights to the use of a particular assumed name.

(b) Each certificate filed pursuant to Section 104(a) shall be executed
by at least one general partner.
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ATTACHMENT #3

SECTION 105. [Specified Office and Agent; Resignation of
Agent.]

...

(b) An agent for service of process on a domestic or foreign
limited partnership may resign by filing a written notice thereof
with a general partner* of such domestic or foreign limited
partnership and with the administrator. The general partners shall
promptly appoint a successor agent and shall promptly cause the
certificate of limited partnership to be amended, in the case of a
domestic limited partnership, or a certificate pursuant to Section
905 to be filed, in the case of a foreign limited partnership, to
reflect such appointment. The appointment of the resigning agent
terminates upon the (i) appointment of a. successor and the filing
of a certificate of amendment or restated certificate of limited
partnership, in the case of a domestic limited partnership, or a
certificate pursuant to Section 905, in the case of a foreign
limited partnership, reflecting such appointment, or (ii) expiration
of 30 days after receipt of the notice by the administrator, which-
ever first occurs.
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A R i Ic 1.12 2

1-<,ritintion: Ccrfificatr (4- 1.imitrd l'ar fiwnhip

1 SV·.< 11<*Ill)L \Crrfificale of I.imiled Partnership.1
2 (a) lit order lo form a limiled parlnership Iwo or
3 sonq 1,1,191 exccule a ccrtificale of limited part,iciship
4 ficale shall be filed in the office of tile *:· rl:ir
5 :ind sci forth:.

Ill{IC 1101-
. The cet ti-

, .administrator·

6 (1) the n:uncofilic limiled partnership:
7 (2) the get,cral charaeler of its business;
8 (3) the address or the office and the name and address of
9 Ille agent for service of process required [o be maimained by

10 Scclion 694:
105(a)

11 (4) the naine and {he businessl address of each partner
· or residence12 (specifying separately Ilic general partners and limiled

13 partners);

14 (5) the amount of cash and a description and statement
15 of [hc agreed value of- the o[her property or services contrib- limited

Iri t,led by cacilparmer and which cachlpartner has agreed to contrib-17 ute in the fulure:

18 (6) the times al which or events on [he ha-ppening of
19 which any addilional contributions agreed to be made by each
20 partner are to be made;
21 (7) any power of a limited partner to grant the right lo be-
22 come a limited partner to an assignee of any part of his part-
23 nership interest, and (he terms and conditions of the power;
24 (8) if agreed upon, the time at which or the evenls on the

limited

- limited

25 happening of which a partner may terminate his membership
26 in {he limited partnership and  the amount of, or [he method \, in the case of a
27 of determining, Ihe distribution to which he may be entitled limited partner,28 respecting his parlnership interest, and the terms and
29 condilions of the termination and distribution;
30 (9) any right of a] partner to receive distributions ol prop- 1 limited
31 erly, including cash from the limited partnership;
32 (10) any right of al partner to receive, or of a general r\limited33 partner to make,,dia•,41»Hon, to a | parinerl which include a \limited , distributions34 teturn orall or any part of thelpartner's contribution; limited
35 (11) any time at which or events upon tile happening or
36 which Ihe limited partnership is to be dissolved and its affairs
37 wound up;
38 (12) any righl of the remaining general partners to con-
39 tinue the business on the happening of an event of withdravfal
40 of a general partner; and
41 (13) any other malters [he partners determine to include
42 1herein.

43 (b) A limiled partnership is formed at thi limr of tho 'filf-3 . on the effective date
44 or the certificate or limited partnership. 4,•-•.e--9-e--efel#i----..
45 Secretary of State or at any later timesllic-berti- -as provided in

section 206.46 ficate or limiled parinerhin---i.Fr·-tri-Ether case, there has
47 been su_lanlial-corliFITance with the requirements of this
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I .1

St·(I ION 202. \Amendment m Cortifii dle.\ .
(a) A certificate of littiiled 1,:71 Inciship is amended by filing.

a cerlificalc of amendment Ilicicto in the office of 11,44+446-
*44.4*44. The ctrli ficalelshall sCI forlli:

(1) then:une.of [he limiled partnerchip: ,
(2) the clate of filind•Necertilicatcia,id
(3) the aincildmentto thecertificale.

Ch) Wilhin ·301 davs · after {he happening of anv of the
following events, an amendmentlo a ccilifiente of limited part-
nership reflecting the occurrence of Ilic eveni or ovenic Glmil be
filed:

C !) a clia,682 in the amotini or tiAracler of the contrihi-
tion of anyl partner, or in atiy partner's obligation to make a
contribulion;

(2) the admission of a new partner;
(3) the withdrawal of a partner; or
(4) the continuation of the business under Section 801

after an event of withdrawal of a general partner.
(c) A general partner who becomes aware that any stale-

ment in a cerlificate of limited partnership was fal;e when
made or {hal any arrangements or other facts described have
changed, making the certificate inaccurate in any respect, shall
promptly amend the certificate, but ati ainendment to show a
change of address of a limited partner need he filed only once
every 12 months.

(d) A certificate of limited partnership inay be amended at
any time for kiny other proper purpose the general partners de-

- administrator.

of amendment

of its original
of limited partnership

r amendments ·

f limited partnership.
*I 60

/limited

imited

- 60

U

terinine.

Ce) No person haf any liabilily because an ainendment
to a certificate of limited partnership has not been filed to re-
flect the occurrence of any event referred to in subsection (11) ,
of this Section if the amendment is filed within thei 04*•clay
period specified in subsection (b). .-- See attachment #4,

next page.

(a)
1 SF.eric)N 203. I Cance//ation of Certificate. 1 1 A certifi-
2 cale of limited partnership shall be cancelled upon the dissol-
3 ution and the commencement of winding up of the partner-
4 ship or at any other time there are no limited partners. A
5 certificate of cancellation shall be filed in the office of Ihe
6 ger#*&04:9el:-8;·adand set forth: --• administrator

7 (1) the name of the limited partnershigi
8 (2) the date of filing of ilsl certificate of limiled Fprt--original
9 nership;

10 (3) the reason for filing the certificate ofcancellation; and
(/1) the effective date (which chall be LEL-Stain)-06

12 cancellation if itis_notelipon the filing of
13 6118.Gectia==UNia-

14 -191 any other information the general partners filing the

15 certificate dettrmine.
\(b) The certificate of limited partnership is

cancelled on the effective date of the cer-

tificate of cancellation as provided in
Section 206.
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ATTACHMENT #4

(f) The provisions of a limited partnership's certificate of
limited partnership which are then in effect and operative, as
thereto fore amended, may be integrated into a . single instrument,
and at the same time its certificate of limited partnership may
also be further amended by the execution and filing of a restated
certificate of limited partnership. An amendment effected in
connection with the restatement and integration of the certificate
of limited partnership is subject to any other provision of this
Act, not inconsistent with this subsection which Would apply if a
certificate of amendment were filed to effect such amendment., A
restated certificate of limited partnership shall be specifically
designated as such in the heading thereof and shall state, either
in the heading or in an introductory paragraph, the limited partner-
ship's present name, and, if it has been changed, all of its former
names and the date of filing of its original certificate of limited
partnership. r

(g) The certificate of limited partnership is amended on the
effective date of the certificate of amendment or restated
certificate of limited partnership effecting an amendment as pro-
vided in Section 206.
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Si·('lloN 204. thrcution of Certificate..1

(a) liach critificale requircd by thic Ailicle It) br filed iii
Ilie office of (|te,Rectct:try of N!.:tie shall bc exectitcd m the
following m:ititier:

(1) an original conificale of limited parlite, ship musl
be ;igricd by 011 parmerc named therein:

(2) a ce,lificale of amendinentlint,st be signed by at least
culc general partner and hy each other partner design:,[cd in
Ilic ecrlificale a a new partner or whose contlititition is dc-
scribcd :n having licen increaced; and.(3) a certificate of cancellation musl bc signed by  04
general pa.rincti;Ch) Any perum may sign .:41 certi l Ical q by an at torney-m-l act,
but a Ilt,··.·cr of alle,rncy to flign 3 ccrtific:110 re!:lling !: the
9,1.ilicinli nr in,·re..r.d cnr,Irihill;ni. nf 1 pirtii,•r ii,tir' rr'"

' administrator

\or a restated certificate of
limited partnership

iat least one

 ---· any

4• required or permitted to be
filed under this Act

..

[;r·,11,• ileerrih, 9 he 1,1,7,;rrinn nr iner--r,6
(c) The exccution of a certificate hy a general parmer con-

stilittes an affirmation under the penalties of perjury {hat tile
facts sfaled therein are true.

SECTION 205. iAmendment or Cancellation by Judicial Act .1 U
a' person required by Section 204 to execute a certificate
of amendmentle, cancellation fails or refuses k, do so, any olher
partner, and any assignee of a partnership interest. who is
adversely affected by tile failure or refusal, may petition tile,
Ilicrc der.ignate Ilic proper cou,·t•] to direct the amend-
mentior cancellation. If the court finds I hat the amendinen[:or
cancellation is proper and that any person so designated has failed
or refused to execute {he cercificate, it shall order Ilict *ee-
+4ae--ef-&444 10 record an appropriale cerlificale or amend-
menlioqcancelialion.

, a restated certificate of
limited partnership or a
certificate of

circuit court of the county
in which the office referred
to in Section 105(a)(1) is
located

11 , restatement
administrator

-ertificate of

r.

SEcrioN 206. IFiling in Office oj\geefeic#.AL@A#•4$.1
(a) Two signed copics of Ilic critifirme rf limiled rarl·-

nership and of any certificales or amendment or cancell#id,
for of any judicial decree 91- amendment or cancellatigprshall
be delivered to the Secretary of State. A person *d'executes
a certificate as an agent or fiduciary nced not plfibit evidence
of his authority as a prerequisile 10 Flifig. Unless the
Secretary of State finds thal any certificptdoes not conform
to law, upon receipt ofall filing fees reqi:if¢0 by law lie shall:

(1) endorse on each dupticaty'(figinal the word "Filed"
and the day. month and year or 11!pfiling thereof:

(2) file one di,plicate origifial in his office; ami

, restated certificate of
limited partnership

Administrator

See attachment #4, next
page.

(3) rect,rn ilic 00£f'duplic:lie original to the person who
filed it or his represculaive. .

(b) Upon ilis/ff[ng of a cerairicate or amendment (or judi-
cial decree q>:finendinctil) in {he office of the Secretary of State,
the certifj,die of limited partnership shall bc amended as set forth
thercipf'and upon the effective date of a certificate or cancel-
1:*WA (or a judicial decree thereof), Ihc certificate of limit-

4'71 r..""-rt.;r ir cnnoot!0•k
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ATTACHMENT #5

SECTION 206. [Filing in Office of Administrator.]

(a) A document required or permitted to be filed under this
Act shall be filed by delivering the document to the adminis-
trator together with the fees and accompanying documents required
by law. A person who executes a certificate as an attorney-in-fact,
agent or fiduciary need not exhibit evidence of his authority as a
prerequisite to filing. If the document substaritially conforms to
the requirements of this Act, the administrator shall endorse upon
it the word "filed" with his official title and the dates of receipt
and of filing thereof, and shall file and index the document or a
microfilm or other reproduced copy thereof in his office. If so
requested at the time of the delivery of the document to his office,
the administrator shall include the hour of filing in his endorsement

thereon. The administrator shall prepare and return a true copy of
the document, or at his discretion the original thereof, to the person
who submitted it for' filing showing the f iling date thereof. The
records and files of the administrator relating to limited partner-
ships shall be open to reasonable inspection by the public. The
records or files may, at thediscretion of the administrator, be
maintained either in their original form or in microfilm or other
reproduced form. The administrator may make copies of all documents
filed under this Act, or any predecessor Act, by microfilm or other
process and may destroy the originals of the documents so copied.

(b) The document is effective at the time it is endorsed unless a
subsequent effective time is set forth in the document which shall not
be later than 90 days after the date of delivery.

(c) The administrator may, at his discretion, require that a document
required or permitted to be filed under this Act be on a form prescribed
by the administrator.
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1 SI c 11( )N 207. \1.ial,ilily .for Valer Stillt·ment in Certificate.1
2 If :my crilificair or linlited p;littler#I,ip (,1 critifiralc of :111,r„(1-

3 ilicill 1 01  c.ilicell:ilion cotil:Ii 115 a f:11.c stalrinrill, cmc whi,
4 ulf-fers lou by u·Itance on Ilic flatellicm Inay recovrr damages tar
5 Ilic 1(1$'. front:

6 ( 1) any person who exect,Ics the cerlificate, or causes an-
7 all,cr to exccwic il on his lichalf, and know. ,„rl -iny re"f'-91
8 C;, '„r" t. 11„ 1:itt'.'.' c.r ..h"trld 11:I"r 1.·1"" FL Ilic slalcment lo be false

9 at Ilic timell,cce,lificate waq excculed; and

H) (2) imy general parincr who Ilicreafter kilows ir r.h"td:' ha"g
11 Lu,uuu. 111:11 :my arr,ingcincill or other facl described in tile cer-

12 lilicate has clial,ged, making the slalcinent inaccurate in any
13 re,pect within a stifficicill Gmc before Ilic statement was relied
14 upon reasonably lo have enabled Ihal general partner to can-
15 cel or amend the cerlificale, or In file a 'pclition for its cancel-
16 lation or ameticinicm under Section 205/

1 SECTION 208. \Notice.1 The fact that a certificate of

2 limited partnership is on file in the office of the ] Gee
3 .relnry of Stale k notice [hal Ihe partnership is a limited part-
4 nership and the personf designated therein as litnited partners ate

5 limiled Farmers®ul it is not notice or any other fact.

1 SliC-1 ION 209. \Delivery of Cerfificales to Limited Partners.1
2 Upon the relurn by the 90:-rotort· r[ Sinte pors,]ant to Section
3 206 or al certificate 61*41'."'1 -i.,ir.,90', the general partners '
4 shall promptly deliver or mail a copy ol the certilicate o' lir"" 1
5 ed partnership and coch ccrlificatc to each limited partner
6 unless the partnership agreement provides otherwise.

AR-1 Icl.E 3

Limited Partners

, restated certificate -of
limited partnership

certificate of

; provided, however, the
provisions of this sub-
section are subject in all
respects to the provisions
of Section 202(e).

administrator

pand is notice of the matters
/ included therein that are

specified in Sections 201(a)
(1) through (12) or that are
included therein pursuant to
any other section of this Act

6- administor

,of limited partnership,
certificate of amendment,
restated certificate of
limited partnership or
certificate of cancella-

tion,

1 SECTION 301. \Admission of Additional Limited Partners.\
2 (a) After the filiug of a limited partnership's original
3 certificate of limited partnership, a person may be adrnitled aQ an
4 additionallimiled partner:
5 (1) iii the case of a person acquiring a partnership
6 interest directly from the limited Partnership, upon tile coin-
7 pliance with the partnership agreement or, if the partnership-
8 agreemenl does not so provide, upon the written consent of all
9 partners: and

10 (2) in the case of an assignee of a parlnership interest
I I of a partner who has the ··power. as provided iii Sectic,11 7()4,
12 to grant the assignee the right to become a limited partner,
13 upon the exercise of [hal power and compliance with ally conditions
14 limiling the grant or exercise of [he power.
15 (b) In each case under subsection (a), Ilte person acquiring
16 the partnership interesl becomes a limited partner only upcm
17 amendment or the cerlificate or limiled parinership reflecting
18 thal fact.

L true copy or original of a

-142-



Si·( 11(,N 102. 11·2,/ing.] Subject In Scclion 303, 1 lie parl-
ticr<hip :,greemeiII may grant m 111 or a Ii,ecificd group of :hc
mniled parmers the rigm m vole Mut a per capita or ollicr
b:taig upon :my m,ilter.

SECTION 303. \Liability to Third Porfies.1
(a) Except as provided in subseclion (d), a limited part-

tier is not liable ror Ihe obligations of a limited partnership
unless hc is also a general partner or, in addition 10 Ihe exercise of
his rights and powers as a limited partner, he lakes part in Ihe
conlrol of Ihe business. However, if the limiled partner's parti-
cipation in the conlrol of the business is not sitbstantially the

gmc as Ille exercise or the powers of a general partner, he is
liable only to persons who transact business with the limited
partnership with aclual knowledge or his participalion in control.

(b) A limited partner docs not participate in the con-
trol of the business wi[hin the meaning of subsection (a) sole-
ly by doing one or more of Ihe following:

(1) being a contractor for or an agent or Employee of
the limiled partnership or of a general partner;

(2) consulling with and advising a general partner with re-
spect to the business or the limited partnership:

(3) acting as surely for the limited partnership;
(4) approving or disapproving an amendment to the part-

nership agreement; pf
(A voting on one or more of the following matters:

(i) the dissolution and winding up of the limited part- nership;

,with or without the
concurrence of general
partners,

 (5) approving or disapprov-
ing a transaction in-
volving an actual or
potential conflict of
interest between a

general partner and the
limited partnership;

(6) requesting or attending
a meeting or partners;

(ii) the sale, exchange, lease, mortgage, pledge, or other
or

Iransfer of all or substantially all of the assets of the limit-  -
ed partnership other than in che ordinary course of ils business;

(iii) the incurrence or indebledness by the limited part--£7)
nership other than in Ihe ordinar.y course of its business;

(iv) a change in the nal,irc of the business; or
(v) the removal ofa general partner.

(c) The enumeralion in subsection (b) does not mean that
the possession or exercise of any other powers by a limited part-
tier. conslittites participation by him in the business or the limit-
ed partnership.

(d) A litnited parincr who km,wingly permits his name m he
tised in Ilic name of the limilcd partnership, excepl under circtim-
stances permilled by Sectil,11 102(2)(i), ix liable to crcilikirs
who c.rictid credit to the limited partnerrhir withiml oettial know-
Icdge Ilial Ilic linnied partner is nol a general parnier.
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SF('HON 104. i/'cr.,0,1 Eur),14·(,in/,r itc'/ic'1'ing /limwlf l.imiled
Portner.1

(a) Except as provided i i) stiliAcition (11), a retrim who in:,ke(
a contribution 11) a b tisiness ente,prise and rn„lic<,tifly 1,111 in
good faith believes thai lic has bcconic a litniled paillicr m
Ilic enterprise is !10[ a general parlner in 11:r cnierprise and is
not bound by its obligations by reawn of niaking Ilic Colitiilitltion.
receiving 8istributions from Ilic enterprisc, or excrcifing
any rights of a litnitcd parlticr, if, rm ascer litining Ilic mi Alake,
lie:

,

(1) causes an appropriate ccrlificale of limited part- ---0'or restated certificate
nership/e-- certificale of amctidnic:il S lo be exccitted and limited partnership
filed: or

(2) wi[hdraws from future equity participation iii Ilic
enterprise.

(b) A person who makes a conlribulion of the kind cics-
crihed in subseclion (a) is liable as a general part ncr m ally
third patty who Iratisacts business Willi Ilie ctilcrprise (i) lic-
fore the person willidraws and an appropriate ccrtilicate ir
med to show withdrawal, or (ii) before an appropriate cer-
liricate is filed to show his slalits as n limiled partner
and, in Ilic case of an amentlnic:,1, arler expiratinn pr tile 30-day
period for filing an ainendment relating In Ilic lierson as n -
limited parmer under Scelion 202, bul in either case only if

the Ihird parly actually believed in good faith thal the person was
a general partner at Ilic time of Ilic transaction.

SECTION 305. Unformation.1 Each limiled partner has the right
to:

(1) inspecl and copy  any of the partnership records re-
quired to be maintained by Section +0*iand

(2) oblain from the general partners trom time to IlEne
upon reasonable demand (i) true and full information regarding
the slate of the business and financial condition of the
limited partnership, (ii) promptly after becoming available, a
copy or the · limited partnership's federal, state and local
income tax returns for each year, and (iii) other information
regarding the affairs of the limited partnership as is just and
reasonable.

.or have his designated
/ representative inspect

and copy

-106;

ARTICLE 4

General Partners

SE,7 1014 401. IAdmission of Additional General Partners.1 At-
ter the filing or a limited partnership's original certificate
of limited partnership: additional general partners may bc admit-

tas provided in the

 partnership agreementor, if the partner-
ship agreement does
not so provide, upon
the written consent

of all partners.
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Si·ClioN 402. IE,·c.,18 (f Hithr/,awn/.1 F.,ccpi rn :wy,it,ved by
Ilic 51}reific wrillen coinclil Of all p:,1111(rs at Ilic litilf. a
person ccacc, m lic a general parinct of a li 1,1ilcd p:ulticiship
upon the happcning or any of the follciwing rvents

(1) Ilic gri,cral parlner wil|iclrows from l|tr |imiled parl-
ticiship as provided in Section 602;

(7) |h e Cp"Pr,I pir/,1,•r i·,·orpr In lip , inrint,pr nf- 14, T:plit .
..1 r -,rt,ir•rrl,ip •hr pr„,4.1..1 h. 0.-li„„ -7nl·

.4 [lic general partner 15 ic:noved as a general parlner '(2)
in accordanec willi Ilic partnership aprecinent;

442 tinless otherwise provided in Ilic ccrtilicale 01 lim- (3?
iled partnership, [lic general partner: (i) makes an assignment
for the benefit of creditors: (ii) files a voluntary petition
in bankruptcy: (iii) is adjudicaled a bankrupt or insolvent;
(iv) files a petition or answer seeking for himself any re-
organization. arrangement, composition, readjuslment, liquid-
ation, dissohition or sitnilar relief under any statute. law, or
regulation: (v) files an answer or other pleading admitting
or failing to conlest the material allegations of a petition
filed against him in any proceeding of this nature; or (vi) seeks,
consenls lo, or acquiesces in the appoilitment of a trustee,
receiver, or liquidator of the general partner or of all or any
substantial part of his properties;

41* unless otherwise provided in the certificate of limil- (4)

ed partnership, 1120] days after the commencement of any pro-
ceedi,ig against the general partner seeking reorganization,
arrangement, composition, readjuslment, liquidation, dissolution
or similar. relief under any statute, law, or regulation, the
proceeding has not been dismissed, or if within [90] days after
the appointment without his consenl or acquiescence of a
trustee, receiver, or liquidator of the general partn··r or of
all or any substantial part of his properties. the appointment
is not vacated or stayed or within 190] days after the expiration
o f any such stay, the appointment is nol vacated;

46# in the case of a general partner who ts a natural person, (5)

(i) his deathi or of an order

(ii) the entry/ by a court 01- competent jurisdiction ad- to be legally incapacitated
judicating hinilincompetent to niallage lus person or ms estate;

43*J in the case of a general partner who is achng as a (6)
or unable or

general partner by virme of being a trustee of a trust, Ille termi-
nation of Ihe trusl (but not merely Ihesubslitution of a new Iruslee);

48*J in the case of a general partner thai ,s a separate pari- (7)

nership, the dissolution and commencemenl of winding lip Of the
separate partnership;

46,J in the case of a general partner that Is a corporation, (8)

I he ·AU.40--e#-0-ee,44*iee+e-·e* dissolulion,,,4'v " r ·'1"'·'*leuL.-4*•e
of

the corporation or the revocation of its charler:-

8

.*U». in the case of an eslale, the distribution by the fiduciary (9)
of the eslate'semirc inlerest in the partnership.

(10) in the case of a general partner
that is any other legal entity,
the cessation of the legal
existence of the legal entity; or

(11) any event specified in the partner
ship agreement as resulting in a
person ceasing to be a general
partner.
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SI·( 1 ION 403. \General Powers und Liabiltlics.1 Iircept a, prn.
vided in IhiQ Acl or in Ilic pititticiship agirrment, a general
pariner of a limiled partnership hits the righls and powers and
iq subject to the restrictions and liabilitics of a partner in
a p:irlnership without limited partners.

S!·.elioN 404. \Contributions by General Partner.1 A general

partner of a limited partnership may make conlributions to Ilic part-
nership and share in cite profits atid losses of, and in distri-
butions from, the limited partnership as a general partner. A gen-
cral partner also may make contributions lo and share iii pro-
fits, losses, and distributions as a limited parlner. A person
who is both a general partner atid a limiled partner has the
rights atid powers, and is subject to the restrictions and li-
abilities, of a general partner and, except as provided in the part-
nership agreement, also has the powers, and is subject lo the
restrictions, of a limited partner to the exlenl of his parti-
cipation in the partnership as a limited partner.

SE:Cl ION 405. IVoting.1 The partnership agreement may grant
to all or certain identified general partners the right to vote
Con a per capita or any other basis), separately or with all or any
class of the limited partners, on any matler.

ARTICLE 5

Finance

SECTION 501. \Form of Contribtifion.1 The contribution of

a partner may bc in cash, property, or services rendered. or
a promissory note or other obligation lo contribute cash or
properly or lo perform services.

-limited

SECTION 502. ILiabilityfor Contribution.1
(a) Except as provided in the certificate of limit-

ed partnership, a 1 partner is obligated to the limited part-
nership to perform atiy promise to contribute cash or properly
or to perform services, even if he is :inable to perform becouse
of cleach, disability or any olher reason. If a Ipartner does
nol make Ihe required conlribution of properly or services,
he is obligated at the option of the limited partnership to
contribute cash equal to tha[ porlion of the value (as stated
in the certificate of limited partnership) of the slated con-
tribution that has not been marl•

(b) Unless otherwise provided in the partnership agree-
ment, the obligation of a I partner to make a comribiltion
or return money or other property paid or distributed in violation
of this Acl may be compromised only by consem of all the
partners. Notwithstanding the compromise, a creditor of a limit-
ed partnership who extends credit, or whose claim arises, afler
the filing of the certificate of limited paritiership or an
amendinent thereto which, in eillier case. reflects the obligation,
and before tile amendment or cancellation thereof lo reflect the
compromise, may enforce the original obligalion.

., in addition to any other
'rights that the limited
partnership may have against
such limited partner under
the partnership agreement
or applicable law.

limited

*(c) The obligation of a
general partner to the
limited partnership to

, contribute cash or
property or perform
services shall be as

provided in the partner-

ship agreement.
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SI·(7 lory 50.1. ISharing 0/ lic,fi/.5 0,;,/ l.fir,<15.1 7 he profili
,.

and 103ces of a limiled partnership shall .be nile,caled
among the parlners, and among classes of parli,crs, in the manner
pic,vided in Ilic pitittiership agreellictil. I f the · par Inership
micement clocs not so provide, profilg and 10CS shall he allo-
cal cd 011 Ilic bads of the vniue De *191,•,1 in tile rertifient.
<.r t:,„; Ied r:trincr:,1,;,3, or the contributions nuide by
cath partner to the extent they have been received by the partner-
ship and have nol been relitrned. -

--..7

SECTION 504. \Sharing of Distributions.1 Distributions of

cash or other assets or a limited partnership shall be
allocated among Ilic partners, and among classes of parlners,
in the niatincr provided in {he partnership agreement. If the
partnership agreement does not so provide, distributions shall be
made on the basis of the value Or re"gd in the certifical,
er limittrd Fortnorrl,ip>- or tile contributions made by each
partner to [he extent they have been received by the part-
nership and have not been returned.

ARTICLE 6

Distributions and Withdrawal

SEC-TION 601. Unterim Disfributions.1 Except as provided

in this Article, a partner is entitled to receive distri-
butions from a limited partnership before his withdrawal
from the limited partnership and before the dissolution and
winding tip thereof:

(1) to the extent and at the litnes or upon the happen-
ing of the events specified in Ihe partnership agreement; and

(2) if any distribution  constitules a return of any
part of his contribution under Section 60804, to the extent
anct at the times or upon the happening of Ihe events specified
in the cerlifienle of limited partnership.

SECTION 602. IWilhdrawal of General Partner.1 A general

partner may withdraw from a limited partnership at any time
by giving wrillen notice lo the other partners, but if the
withdrawal violates the partnership agreement, the limited part-
nership may recover from the withdrawing general partner
damages for breach of the partnership agreement and offset the
damages against the amount otherwise distributable to him.

r--
For purposes of this
Section, the value of
the contributions made

by each limited partner
shall be as stated in

the certificate of

limited partnership,
and the value of the

contributions made by

each general partner
shall be as stated in

the partnership agree-

ment, and if the partner-
ship agreement does not
so state, the value Of
the contributions made

by each general partner
shall be as stated in

the books and records of

the partnership or

determined by any other
reasonable method.

to a limited partner
(C)
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, SH'lioN 6(13. 1 11'i/hdrawal of Lititi/,·d /'a//,ic,r.] A lituiled
patiner may withdraw froln a lill,iled 1,;trtnerdup at the lime
or opon the happening of eveills Ailecilied ill the cellificale

of limiled parlnershirl and 1,1 necoidance willi the patinel-
ship agrecment. If the ccilificale clues not specify the time or tile
events upon the happening of which a limited partner may with-
draw or a definite time for the dissolution and winding up
of the limited partnership, a limiled partner may wilhdraw
upon not less than 6 months' prior writlen notice lo each general
partner at his address on the books of the limited part-
nership at ils office in this Stale.

SECTION 604. \Distribution Upon Withdrawal.1 Except as

provided in this Article, upon withdrawal any withdrawing partner
is entilled to receive any distriblition lo which lic i> enlilled
under [he partnership agreement and, if not otherwise provided
in the agreement, he' is entitled to receive, wilhin a reasonable
time after withdrawal, the fair value of his imeres: in
the limiled parmership as of the date of withdrawal based
upon his right lo share iii dislributions from the limited
partnership.

SECTION 605. Wisfribulion iii Kind.1 Except as pre,-
vided in the certificate of limited partnership, 4 partner,tregard-
less of the nature of his contribulion, has 1,0 right to demand
and receive any · distribution from a limited partnership in
any form other Ilian cash. Except as provided in the partnership
agreement a Dartner may not be compelled to
accept a Aistti-.
outioh 01 any asset in kind from a limited partnership to the
extent that the percentage of the asset distributed to him
exceeds a percentage of that asset which is equal to the percent-
age in which he shares in distributions from the limited
partnership

SECTION 606. IRight to Distribution.1 At the time a partner
becomes entitled to receive a distribution, he has the status of,
and is entitled to all remedies available to, a creditor of the limit-
ed partnership with respect to the distribution.

(but not before)

If the certificate does not

specify the time or the events
upon the happening of which a
limited partner may withdraw but
does specify a definite time for
the dissolution and winding up of
the limited partnership, a limited
partner may not withdraw prior to
the dissolution and winding up of
the limited partnership.

limited

and except as provided
in the partnership
agreement, a general
partner,

SECTION 607. [Limirations 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, other than liabilities to partners on
account of their partnership interests, exceed the fair
value of the partnership assets.
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S\·c' noN 608. 11.iubilify Upon Return of Contrit,titionl
(a) If a [ partner has received tile · return  01 any parl

of his contribution without violation of the partnets}iip
agrecment or this Acl. lie is liable to the limited partnership
for a period of one year thereafter for the amount of the

returned contribittion, but only to the extent necessary to
dircharge the litnited partnership's liabilities to creditors
who extended credit to Ihe limited partbership during the period
the contribution was held by the partnership.

(b) If 4 partner has received the return 01 any part ol
his contribution in violation of the partnership agreement
or this Act, he is liable to the limited partnership for a
period of 6 years thereafter for the amount of the contribution

1 wrongfully relurned.
S (C) A  partner receives a return of his contribution
3 to the extenl that a distribution to him reduces his share of
1 Ihe fair value of the net assets of the limited partnership
1 below the value (as set forth in the certificate or limited
1 partnership) of his contribution which has not been distributed
1 to him.

limited

limited

limited

ARTICLE 7

Assign,nent of Parinership Inlerests

1 SECTION 101. \Nature of Partnership Inferest.1 A partnership
2 interest is personal property.

COMMEN1

This section is derived from Section 18 of the prior uniform law.

SECnON 102. \Assignment of Parinership Inferes(.1 Except as
2 provided in the partnership agreement a parmership in-
3 terest is assignable in whole or in 'part. An assignment of a pan-
4 nership inlerest does not dissolve a limiled parinc "ship or
5 enlitle the assignee to become or to exercise any rights of a
6 partner. An assignment entities the assignee to receive, to
7 the extent assigned, only the distribution to which the assignor
8 would be entitled. 46*eep¢ cli provided in Ilic-JErincrilii£-Al-ia-
9 ment. a partner «Ele--10--ba--*-partria-EFiBR assignment or

10 •1••669,11mmiiGium4..l.

1 SE.cric)N 703. IRights of Creditor.] On application to a co,Irt of

2 compelent jurisdiclion by any judgment creditor of a partner,
3 :he court may charge the partnership interest of the partner
4 with payment or the unsalisfied amount of the judgment with
5 interest. To the extent s6 charged, the judgment creditor
6 has only thc rights of an assignee of the partnership interest.
7 This Act does not deprive any partner of the benefit of any
8 exemption laws applicable to his partnership interest.
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SI·( 11(114 704. [Righ< 0/Ass,knre m Brcomr I.imited Partner.\

(a) An assignce of a partnership interest, including an
auignce of a general partner, may become a limited partner
if and to the extent that (1) the assignor gives the assignce clint
right in accordance with authority described in the certificate
of litnited partnership, or (2) all other partners consent.

(b) An »signce who has become a limited partner has, to
Ilic extent arsigned, the rights and. powers, and is subject to the
restrictions' and liabilities, of a limiled partner under the
partnership agreement and this Act. An assignle who becomes
a limited Farmer also is liable for the obligations of his
assignor to make and return contributions as provided in Article
6. However, the assignee is not obligated for liabilities un-
known to the assignee at the time he became a limited partner
and which could not be ascertained from [he certificate of

limited partnership.

(c) If an assignee of a partnership interest becomes a
limiled partner, Ihe assignor is not released from his liability
to the limited partnership under Sections 207 and 502.

SECTioN 105. \Power of Estate of Deceased or Incompetent
Pariner.1 M a partner who is an individual dies or a court
of competent jurisdiction adjudges him to be mee#*Fie#;to man-
age his person or his property, the partner'slgeculor, administra-
tor, guardian, conservator, or other legal represatative may-
exercise all [he partner's rights for the purpose of set-
Iling his estate or administering his property, including any

Fproperty or incompetent
unable to manage his

-,000.-personal representative,

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 be exercised by its legal representative or
successor.

ARTICLES

Dissolution

SECrION 801. INonjudicial Dissolution.1 A limited part-

nership is dissolved and its affairs shall be wound up upon the
happening of the first to occur of Ihe following:

(1) at the time or upon the happening of events specified in
the certificate of limited partnership;

(2) writtenconsent of all partners;
(3) an event of withdrawal of a general partner un-

less al the time there is. at leas! one other general partner
and the certificate of limited partnership permits the business
of the limited partnership to be carried on by the remai],ing
general partner and thal ·partner does so, but the limit-
ed partnership is not dissolved and is not required lo be wound
up by reason of any event of withdrawal, if, within 90 6ays after
the withdrawal, all| partners agree in writing to continue the
business of the limited partnership and to the appointmenl or
one or more additional general partners if necessary or desired: or

(4) entry of a decree of judicial dissolution under Sec-
tion 802 or 803.

Femaining
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SI·(1 ION 802. 1./i,c/ir·in/ Dinrihiticm.] ()11 :111;,licalion 11¥ or
for a parincr 11,19 1,·cre [Ir·.igilitic 11!C Illl·Ill·r ·4·will ......I'
may decree (lix<711!tion of a liticiled r:,rti,ership wlicit-- '
...

Br "•h " ···ill, 11'crilin,·rel,;p .c, -'.,ne'.1 1  '

SECTION 804. See attachment #6, next page..

804.

SECI ION «@*. I Winding Up.1 Except as bravi(Jed
the 1,;111 tiership agreement, the general parmers who liave not
wiongfully diuolved a limited par[nership or, if notic, the lim-
lied partners, may wind up the limited partnership's affairs; bul
tile 41,Fr. A,J,9, /6, prnpwr 71'r'] 4(ourl may wind
tip 11,0 limiled partnership's affairs upon application of!Z.Carl-ncr. his legal representative, or assignec.

805.
SEC-TIC)N 00* IDistribution of Assets.1 Upon the winding up

of a limited partnership, the assets shall be distribuled 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 Section 601 or 604;

(2) except as provided in the partnership agreement, to
partners and former partners in satisfaction of liabilities for
distributions under Section 601 or 604; and

(3) except as provided in the partnership agreement, to part-
ners Ast for the return of their contributions and
secondly respecting (heir partnership interests, in the pro-
portions in which the partners share in distributions. 1

ARTICLE 9

Foreign Limited Partnerships

the circuit court of the

F- county in which the o f fice
referred to in Section

105(a)(1) is located

established that the acts of

the general partners or those
of the general partners in
control of the limited

partnership are illegal,
fraudulent or willfully un-,
fair and oppressive to the ,
limited partnership or to - :
such partner. On application

by or for a partner to dis-
solve a limited partnership:
on a ground enumerated in ,
this Section, the court upon
establishment of such ground
may make such order or grant
such relief, other than dis-
solutions as it deems

appropriate. A copy of a
judicial order of dissolution
shall be forwarded promptly
to the administrator by the

person designated by the court.

6--- circuit court of the county
in which the office referred

to in Section 105(a)(1) is
located

- , and good caus e shown by, >

01.11· L-

in

SECTION 901. ILaw Governing.1 Subject to the Consti-
lution of this State, (1) the laws of the state under which
a foreign limited partnership is organized govern its organi-
iation and internal affairs and the liability of its limited
partners, and (2) a foreign limited parinership may not be
denied regisiration by reason of any difference between those
laws and the laws of this Statc.
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ATTACHMENT #6

SECTION 803. [Action by attorney general for dissolution.]

(a) The attorney general may bring an action in the circuit
court of the county in which the office referred to in Section
105 (a) (1) is located for dissolution of a limited partnership
upon the ground that the limited partnership has committed
any'of the folloWing acts:

(1) procured its organization through fraud;

(2) repeatedly and wilfully exceeded the authority
conferred upon it by law; or

(3) repeatedly and wilfully conducted its business
in an unlawful manner.

(b) The enumeration in this Section of grounds for dissolu-
tion does not exclude any other statutory or common law action
by the attorney general for dissolution of a limited partnership.
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1 S!:Cl ION 902. \Registralion.1 Bc foic le:,1:facting litifi-
2 ness in this Stale, a foreign limiled railneishir shall ici-
3 kier with the  accretary ol mate. In older lo registel, a
4 foreign limited partnership shall stibmit 10 Iliel Se.A,4.ae,-·44
5 ·64fHer-4•--414'14-e, ati application for, registration as a fo,-
6 cign limiled partnership, signed and sworn to by a general part-
7 ncr and sciling rorlh:
8 (1) the name of the foreign limiled partnership and,
9 if different, the name under which it proposes to register

10 and transacl business in this Slate;
1 1 (2) the stale and date of ils formation¢
12 (3) the .general character of the business il proposes 10
13 tratisact in [his State;

14 (4) the name and address of any agent for service of
15 process on Ihe foreign limited partnership whom the foreign
16 limited partnership elecls to appoint; the agem must bc an
17 individual resident of this slate, a domestic corporation, or
18 a foreign corporatio,1 having a place of business in.
19 and authorized to do business in, this Slate;
20 (5) a statement thal the ge,4449*#6-,4-4;4#44 1 is appoinl-
21 ed the agent of {he foreign limited partnership for service
22 of process if no agent has been appointed under paragraph
23 (4) or, if appointed,1 the agent's authority has been revoked
24 or if the agent cannot be found or served wilh [he exercise
25 of reasonable diligencel
26 (6) the address of the office required to be main-
27 lained in the State of its organization by the laws of
28 thal State or. if not so required, of the principal office
29 of the foreign limiled partnership; and
30 (7) if the certificate of limiled Partnership filed iii
31 the foreign limited partnership's stale of organization is
32 not required to incl ude the names a nd business 1 addresses of
33 the partners, a list of the names and addresses.

administrator

kdministrator :

, and the name and address of the
governmental departments, agencief
or authorities in such state with
which its certificate of limited
partnership is currently on file
and from which copies may be
obtained;

administrator

b the agent has resigned or

-, and the name and business or
residence address of a general
partner to whom the administrator
is to send copies of

served on the administrator;

br residence

SE.£71(*1903. tiss:,ance of Registralion.1
2 (a) If the Re el•*56-06-@40401 finds thal an application administrator
3 for registration conforms to law and all requisite fees
4 1,ave beci! 11;liddl25•
5  (1) endcroc on Ilic arplication Ilic word *Tilcd", ati.
6 1 11'. n"'",1.. 'lay ?,1,1 1,-ir ,·rt fe ril;·70 "iurcof;
7 ''1*h- in his office a duplicate original of the appli-
R cationtant
9 +4- issue a certificate of registration to transact

10 business in this State.

11 (b) The certificale of registration, together with a-- true copy

12 41,/lisai#-0,40*wei of the application|shall be returned to ilic or the original thereof,13 person who filed the application or his representative.

ilc

St-crioN 904. IName.] A foreign limiled parlnership
may register with the | ge%*e#,8,5,-eL-G-e, under any name
(whether or not il is the name under which it is registered
in its stale of organization) 11191 -iuclautcg -will,cwt abb..6:dion
A. •„,-£ 0'li=.114,4 f'ulacul:ip: apd-_that-could-tilligistered
by a domestic limited partnership

administrator

formed under this Act.
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hi·ClloN 903. IChringes und Amendmrnbl N any
31:,le,ni·11[ in Ilic application for registraticin of a foicign
limited parlociship was false when made or aity airangcmetils
or other fails decribed have changed, making flic application
i 11:,reitrate , in any respect,· the foreign ' Hmited partnership. - . 
shall promptly file in tile office of the,9-'··91:lry ef Flatc , administrator,
a certificale, signed and sworn to by a general partner, correct- .7
ing quch 5Ialcment.

SECTIoN 906. \Cancellation of Registration.1 \A
foreign limited partnership may cancel its registration · · 2by filing with the S,-rn'·try of 91·,1,4. a certificale ,administrator,
of cancellation signed and sworn to by a general partner.
A cancellation docs not terminate the authority of {11(00-administrator

Secrculry of State• 0 to accept service of process on the
foreign limiled partnership with respect to Iclaims · for
relief] Icauses of actionl arising out of the trans-
actions 01-bt:5iness in this State.

SEcriON 901. ITransaction of Bicsitiess 11'ithot,f Registro-
Non.]

(a) A · foreign limiled partnership transacting business in
this State inay not maintain any action, suit, or plocceding
in any court of this State until il has regislered in this
Stale. ··· . . ........

(b) The failure of a foreign limiled partnership to regis-
ter in this State does not impair the validity of any coniract or
act of the foreign limiled Farmership or prevent Ilic for-
eign limited partnership from defending any action, Silit, Or
proceeding in any court or this Stale.

(c) A limited partner of a foreign limited parlnership is not
liable as a general partner or the foreign limited partnership
solely by reason of having (ransacled business in this Slate
without registration.

(d) A foreign limiled partnership, by transacting buginess
m this Slate without registration, appoints Ilic Seefe,ef¥•446•
44*04* as its agent for service of Process wilh respeel to I
[claims for reliefl [causes of action] arising out of Ihe
transaction of business in this Stale.

1 SECTION 908. \Action by \Appr-opriate Official.1 1
2 The *api*op•ial®--efOGial4 may bring an action to restrain3 a foreign limited partnersmp Irom transacting bu ·iness
4 {his Slate in violation of this Article.

An action commenced by a foreign
limited partnership which has not
registered in this State shall not
be dismissed if it registers before
the order of dismissal. This pro-

hibition applies to:

(1) A successor in interest of the
foreign limited.partnership, except
a receiver, trustee in bankruptcy or
other representative of creditors of
the foreign limited partnership, and

(2) An assignee of the foreign
limited partnership, except an
assignee for value who accepts an
assignment without knowledge that
the foreign limited partnership
should have but has not registered
in this State.

administrator
it

SECTION 909. [Activities not Constituting attorney general

Transaction of Business; Exception.] See
attachment #7, next page.

SECTION 910. [Loans.] See attachment #8, next page.
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ATTACHMENT #7

SECTION 909. [Activities not constituting transaction
of business ; exception.]

(a) Without excluding other activities which'may not · ''
constitute transacting business in this State, a foreign
limited partnershiD is not considered to be transacting
business in this State, for the purposes of ,this,Act, solely
because it is carrying on in this State any.1 or more of the
following activities:

(1) maintaining or defending an action, or suit.or an
administrative or arbitrative proceeding, or effecting the
settlement thereof or the settlement of a claim or dispute;

(2) holding meetings of its partners or carrying on
any other activities concerning its internal affairs;

(3) maintaining a bank account;
(4) maintaining an office or agency for the transfer,

exchange, and registration of its securities, or appointing
and maintaining a trustee or depository with relation to its
securities;

(5) effecting sales through an independent contractor;
(6) soliciting or procuring orders, whether by mail or

through employees or agents or otherwise, where such orders
require acceptance without this State before becoming binding
contracts;

(7) borrowing money, with or without security;
(8) securing or collecting debts or enforcing any right

in property securing the same;
(9) transacting any business in interstate commerce; or
(10)conducting an isolated transaction not in the course

of a number of repeated transactions of like nature.
(b) This Section does not apply in determining the contacts

or activities which may subject a foreign limited partnership
to *ervice of process or taxation in this State or to regulation
under any other act of this State.
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ATTACHMENT #8

SEC+ION 910. [Loans.] A foreign limited partnership may
acquire or, through another person entitled to transact
business in this State, may make loans, or participations or
interests therein, insured or guaranteed in whole or in part
by the federal housing administration or the veterans' adminis-
tration or a successor or similar agency of the federal govern-
ment, which are secured in whole or in part by mortgages of real
broperty located in this State, and a foreign limited partnership
may purchase a loan, or participation or interest therein, secured
in whole or in part by a mortgage of real property located in this
State, without registering in this State. The failure, heretofore

or hereafter, of such foreign limited partnership to register in
this State shall not affect or impair its ownership of such loans or
participations or interests therein, whether heretofore or hereafter
made or acquired, or its right to collect and service the same
through another person entitled to transact business in this State,
or its right to enforce the same or to acquire, hold, protect,
convey, lease and otherwise contract and deal with respect to the
property mortgaged as security therefor.
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Al{11(I F H)

Drrivalive Action.,

Slicl'loN 1(x)1. \Right Of Action.1 A limited partner

may bring an action in {lie right or a limiled p:irtticiship In
recover a judgmenl in its Favor ir genetal 11:11 Iners wilh author-
ily to do so have refused to bring the action or if an effort
to cause those general partners lo bring Ilic action is m,1
61·.•Il, li,..ir.•An.1

Slic *110 N 1002. IProper Plaintiff.1 in a derivative

action, the plaintiff must be a partner at the time of bring-
ing the action and (1) at Ilic time of the transaction of which
lic complains or (2) his slatus as a partner had devolved upon
him by operation of law or pursuant to the terms of the parl-
nership agreement from a person who was a partner at the .time
of the transaction.

SlicrION 1003. Imeading.1 In a derivative action,

the complaint shall set forth with particularily the effort
of Ilic plaintiff to secure initiation of the action by a gen-
eral partner or the reasons for not making the effort.

1 Si.clioN 1481 [Expenses.] a derivative action
2 k sticcessful, in whole or in part, or if any th

3 is received by {he plaintiff as a result of a judgine
$ compromise or settlement of an action or claim,
5 courl may. award the plaintiff reasonable expenses,
5 ch,ding reasonable attorney's fees. and shall direct him

1 to remil to the limited partnership the remainder of thosei proceeds received byhim.•

ARTICLE 11

Miscellaneous

SECTION 1004. [Discontinu-

ance, Compromise or Settlement
of Derivative Action.] See

attachment #9, next page.

(a)

This subsection does not apply
to a judgment rendered for the
benefit of an injured limited
partner only and limited to a
recovery of the loss or damages
sustained by him.

(b) See attachment #10, next
page.

Ing

the

in-

Sl:.CuoN 1101. IConsfri,clion and Application.1 This Act
shall be so applied and construed to effectuate its general pur-
pose k, make uniform the law with respect to the subject of
this Acl among slates enacting it.

S[:ClloN 1102. IShort Title.1 This Act may be cited as Ilie--Michigan Revised
Uniform Limited Partnership Act.

Skcl ION 1103. ISeverability.1 -ir any provision of Ihis Acl

or ils application lo any person or circumstance is held
invalid. the invalidity docs not affect other prc,visions
or applications of the Act which can be given effect
without the invalid provision or application, and to this
end :hc provisions of this Act are severable.
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ATTACHMENT #9

SECTION 1004. [Discontinuance, Compromise, or Settlement of
Derivative Action.] An action authorized by Section 1001 shall '
not be discontinued, compromised or settled without approval by
the court having jurisdiction of the action. If the.court

determines that the interest of the limited partners or of,any
class thereof will be substantially affected by the discontinu-
ance, compromise or settlement, the court may direct that notice,
by publication or otherwise, be given to the limited partners or
any class thereof whose interests it determines will be so
affected. If notice is so directed to be given, the court may
determine which 1 or more of the parties to the action shall
bear the expense of giving the notice, in such amount as the
court determines and finds to be reasonable in the circumstances.

The amount of such expense shall be awarded as special costs of
the action and recoverable in the same manner as statutory tax-
able costs.

ATTACHMENT #10

SECTION 1005. [Expenses.]

(b) In an action brought in the right of the limited partner-
ship by a limited partner of the limited partnership, the court
having jurisdictions upon final judgment and finding that the action
was brought without reasonable cause, may require the plaintiff to
pay to the parties named as defendants the reasonable expenses, in-
cluding fees of attorneys, incurred by them in the defense of the
action.
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1 Sic HON It()4 11.lf,·cnrc
1,4,11, IWI,n, 11'r '.11,1 11''

1 i hic Act ic and liu: rollindng Ac·1% IIHI liting |inli
4 ni·ic|lip ;,ctfl:llc hetchy it'I,rated:
5 (1) -Thc exiging pic,vicit,1, for cxccittion and /
6 ccilificales of litililed partnerships and :111)endinctlyllicteunder
7 and cancellations thereof colititiue .in effog,/6nlil [<liccify
8 lime requircd to create central fillpi s)'slcill], the

9 exlended effective date, and Sectiong 3,02, 103, 1()4, 105,
10 201, 202, 203, 204 and 206 arc nol cl*Ctive unli! the exlended
1 I effective date.

12 (2) Section 402, specifying ]0' conditions under which a
13 general partner ceascs to be airniber of a limited parmership,
14 is not effeclive until thyixlended crfective dale, and the
15 applicable provifions qj>'Existing law contimic In govern witil
16 the extended effectivgMie.
17 (3) Sections 5jN< 502 and 608 apply only to contribittionq
18 and disitibittiog,inade after the effective date of Ihis Act.
19 (4) Sectjpf 704 applies oilly to assignments made after [lic
20 effectivol'ftle of this Act.
21 (5},0/Article 9, dealing with regigration of foreign limited
22 ryeherships, is not effective until the extended offective
23 ,•rw=. ,

1 (cises Nal Provided .tar iii 1 ht#
2 /1 cd 1,1 any case nol provided for iii this Acl tile illosific)11% 01
3 Ilic Uniform Partnership Act govern.

'1·11,· fil

Prfing or

See attachment #11,
next page

- SECTION 1105. [Existing Limited
Partnerships; Saving Clause.]
See attachment #12, next page.

1106

SECTION 1107. [Fees.]
See attachment #13,
following #12.
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ATTACHMENT #11

SECTION 1104. [Effective Date and Repeal. ] The effective date of·
this Act is July 1, 1982 and, except as otherwise provided in Section
1005, chapter 33 of the Revised Statutes, of 1846, as amended, being
sections 9885 to 9908 of the Compiled Laws of 1929, and Act No. 110
of the Public Acts of 1931, as amended, being sections 449.201 to
449.231 of the Compiled Laws of 1970, are hereby repealed.

ATTACHMENT #12

SECTION 1105. [Existing Limited Partnerships; Savings Clause.]

(a) A limited partnership formed under any statute of this State
and in existence on the effective date of this Act shall not dissolve

and its legal existence shall not cease as a result of the repeal of the
statute under which it was formed or. the enactment of this Act. A

limited partnership formed under any other statute of this State and in
existence on the effective date of this Act and the partners thereof
shall be governed by the provisions of this Act and an existing limited
partnership and its partners shall have the same rights and be subject
to the same limitations, restrictions and liabilities as a limited
partnership formed under this Act and its partners, except as follows:

(1) The partners of an existing limited partnership shall not
be required to execute and file a certificate of limited partnership
under this Act in order to maintain the continued existence of the limited

partnership as a limited partnership under the laws of this State; and, as
used in this Act with respect to an existing limited partnership, unless
the context otherwise requires, "certificate o f limited partnership" means

the certificate of limited partnership of the limited partnership
executed and filed pursuant to and in accordance with the provisions of
the statute under which such limited partnership was formed, and the
certificate as amended or restated;

(2) an existing limited partnership shall not be subj ect to
the provisions of Section 102(1), (3) or (4) with respect to its name
as set forth in its certificate of limited partnership on the effective
date of this Act, but it shall become subject to such provisions if, and
at the time, any change in its name is made after the effective date of
this Act;

(3) an existing limited partnership may continue to transact
its business under an assumed name or names with respect to which there
is on file on thi effective. date of this Act a certificate pursuant to
Act No. 101 of the Public Acts-of. 1907, as amended, being Sections 445.1
through 445.5, inclusive, of the Michigan Compiled Laws, by the filing
of the certificate referred to in Section Y04(a), provided that such
assumed name or names are not precluded from use by Section 102(2) or
(5);
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(4) an existing limited partnership shall not be subject
to the provisions of Section 105(a)(2) until the execution and

filing of the restated certificate of limited partnership referred
to in subsection (5) below, at which time the general partners of an
existing limited partnership shall have the obligation, and the
right and power, to appoint and thereafter continuously maintain an
agent for service of process as required by Section 105(a)(2), any- * '
thing contained in the partnership agreement to the contrary notwith-
standing;

(5) the provisions of this Act relating to the events re-
quiring, and the methods of effecting, an amendment or cancellation
of a certificate of limited partnership shall apply to an existing

limited partnership to the same extent and in the same way that such
provisions apply to a limited partnership formed under this Act, pro-
vided, however, the first amendment of the certificate of limited
partnership of an existing limited partnership made after the
effective date of this Act shall be effected by the execution and
filing of a restated certificate of limited partnership setting forth
all of the information specified in Section 201(a), including, but not
limited to, the name and address of the agent for service of process
required to be maintained by Section 105(a)(2), which information
shall be current as of the date of the execution and filing of such

restated certificate of limited partnership; and the execution and

filing of such restated certificate of limited partnership shall not
result in the dissolution, or in any way adversely affect the con-
tinued existence of the existing limited partnership;

(6) the references in Sections'202(a)(2), 202(f> and 203(2)
to the date of the filing of a limited partnership's certificate of
limited partnership mean, with respect to an existing limited partner-
ship, the date on which the limited partnership's original certificate
of limited partnership was filed pursuant to and in accordance with
the provisions of the statute under which it was formed;

(7) a certificate of amendment, a restated certificate of
limited partnership and a certificate of cancellation with respect to
an existing limited partnership, in addition to setting forth the
information specified in Sections 202(a), 202(f) and 203, shall state
the place where the original certificate of limited partnership was
filed;

(8) Sections 501, 502 and 608 apply only to contributions
and distributions made after the effective date of this Act; and

(9) Section 704 applies only to assignments made after the
effective date of this Act.
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(b) Within 30 days after the effective date of this Act, the
county clerk of each county shall certify and send to the administrator,
for filing, the certificate of limited partnership, as amended or re-
stated, of each existing limited partnership which is on file in the
office of the county clerk on the effective date of this Act. From
and after the effective date of this Act, (i) all amendments to and re-
statements of, and a cancellation of, the certificate of limited
partnership of an existing limited partnership shall be filed with the
administrator and shall be executed and filed in accordance with, and
shall otherwise comply, with all of the requirements of this Act, and,
(ii) no such amendment, restatement or cancellation shall be filed in
the office of the county clerk of any county of this State. At the
time that the county clerk of each county certifies and sends to the
administrators for filing, the certificate of limited partnership, as
amended or restated, of each existing limited partnership which is on
file in the office of the county clerk on the effective date of this
Act, the county clerk shall mail to a general partner of each limited
partnership, at his address as set forth in the certificate of limited
partnership of the limited partnership, as amended or restated, written
notice that the certificate of limited partnership of the limited
partnership, as amended or restated, has been sent to the administrator
for filing, and that from and after the effective date of this Act (i)
all amendments to and restatements of, and a cancellation of, the
certificate of limited partnership.of the limited partnership must be
filed with the administrator and comply with all of the requirements of
this Act, and (ii) no such amendment, restatement or cancellation may
be filed in the office of the county clerk.

(c) This Act does not affect a cause of action, liability, penalty
or action or special proceeding, which on the effective date of this Act

is accrued, existing, incurred or pending, but the same may be asserted,
enforced, prosecuted or defended as if this Act had not been enacted.

ATTACHMENT #13

SECTION 1107. [Fees.]

(a) The fees to be paid to the administrator with respect to a
limited partnership, for the purposes specified in this Section, shall
be as follows:

(1) examining, filing and copying a certificate of limited
partnership, $10; provided, however, no fee shall be payable for
examining and filing a certified copy of a certificate of limited
partnership sent to the administrator by a county clerk pursuant to
the provisions of Section 1105(b);

-162-



(2) examining, filing and copying a certificate of amendment
to a certificate of,limited partnership, $10;

(3) examining, filing and copying a restated certificate of
limited partnership, $10;

(4) examining, filing and copying a certificate of cancella-
tien of a certificate of limited partnership, $10;

(5) examining, filing and copying an application for registra-
tion as a foreign limited partnership and issuance of a certificate of
registration to transact business in this State, $10;

(6) examining, filing and copying a certificate correcting a
statement contained in an application for registration of a foreign
limited partnership, $10;

(7) examining, filing and copying a certificate of cancella-
tion of the registration of a foreign limited partnership, $10;

(8) examining, filing and copying an application for reserva-
tion of a name, $10; and

(9) examining, filing and copying a certificate of assumed
name or certificate of termination of assumed name, $10.

(b) These fees shall be paid to the administrator at the time Of
filing or when the service is rendered by the administrator.

(c) A minimum charge of $1 for each certificate and 506 per folio
shall be paid to the administrator for certifying a part of a file or
record pertaining to a domestic limited partnership or a foreign limited
partnership for which provision for payment is not set forth in subsection
(a) of this Section 1107. The administrator may furnish copies of docu-
ments, reports and papers required or permitted by law to be filed with the
administrator, and shall charge for those copies pursuant to a schedule of
fees which the administrator shall adopt with the approval of the state
administrative board.

(d) The administrator shall retain the revenue to be collected
under this subsection to be used by the corporation and securities
bureau to defray the costs of the services described in this Section.
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EXHIBIT B

AMENDMENT OF SECTIONS 1, 2 AND 4 OF THE ASSUMED NAME STATUTE, M.C.L.
§§ 445.1, 445.2c, 445.4

445.1 Business name; certificate, filing, contents, filing fee;
sales by sample, traveling agents, or mail orders;
duplicate certificate; definitions

Sec. 1. (1) A person shall not carry on or conduct or transact
business in this state under an assumed name, or under a designations
name, or style other than the real name of the person owning, con-
ducting, or transacting that business, unless the person files in
duplicate in the office of the clerk of the county or counties in
which the person owns, conducts, or transacts, or intends to own,
conduct, or transact business, or maintains an office or place of
business, a certificate on a form furnished by the county clerk setting
forth the name under which the business owned is, or is to be conducted
or transacted, and the true or real full name of the person owning,
conducting, or transacting the same, with the address of the person, at
which -time the person shall pay the clerk a filing fee of $6.00. The
certificate shall be executed and duly acknowledged by the person
owning, conducting, or intending to conduct the business.

(2) The selling of goods by sample or through a traveling
agent or traveling salesperson or by means of orders forwarded by the
purchaser through the mails, shall not be construed for the purpose of
this act as conducting or transacting business so as to require the
filing of the certificates.

(3) The county clerk shall certify the duplicate and re-
turn it to the applicant.

(4) As used in this act:

(a) "Person" means 1 or more individuals, partnerships,
&*mited re,enerehipe; trusts, fiduciaries, or other entities capable
of contracting, EXCEPT CORPORATIONS AND LIMITED PARTNERSHIPS.

(b) "Address" means the residence or principal business
address of the person.

445.2c Same; fee for certified copy

Sec. 2c. The clerk, upon requests el any pereenT shall supply
certified copies of the original or renewal certificates upon
payment of a fee of $2.00 per copy.
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445.4 Same; certificate, contents

Sec. 4. The certificate referred to in section 1, in the case of 
any person named therein other than an individuals shall state the
nature of the entity; the statutory law, if any, pursuant to which
it was organized; the place and the date of filing with any govern-
mental authority, identifying it, of any documents, describing them,
required to be filed in order to accomplish or complete the organiza-
tion of the entity and to entitle it to operate or transact business
under the laws of this state and; if organized elsewhere, of the state
or country where organized; and, if a fiduciary, the date of the last
will and testament or trust agreement and the court,.place and date of
admission to probate of the will or the names and addresses of the
parties.to the trust agreement, and the name and address of each
fiduciary; and, if a partnership er **m*ted parenerehip, the name and
address of each partner. This act shall in no way affect or apply to
any corporation OR LIMITED PARTNERSHIP organized under the laws of
this state, or to any corporation OR LIMITED PARTNERSHIP organized under
the laws of any other state and lawfully doing business in the states
except as otherwise provided by Act No. 192 of the Public Acts of 1962,
as amended.
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EXHIBIT C

AMENDMENTS OF SECTIONS 1917 AND 2582 OF THE REVISED JUDICATURE ACT,
M. C.L. §§600.1917, 600.2582

600.1917 Same; service on partnership or limited partnership

Sec. 1917. (1) Service of process upon a partnership, er a &*mited
partnershiry OTHER THAN A LIMITED PARTNERSHIP, may be made by

(a) leaving a summons and a copy of the complaint with any generel:
partner personally, or

(b) leaving a summons and a copy of the complaint with a person in
charge of a partnership office or business establishment at such office
or place of business and sending a summons and a copy of the complaint
by registered mail, addressed to any geneeal partner AT HIS ADDRESS AS

'SET FORTH IN THE CERTIFICATE OF CO-PARTNERSHIP FILED WITH RESPECT TO
SUCH PARTNERSHIP OR at his usual place of abode or last known address.

(2) SERVICE OF PROCESS UPON A LIMITED PARTNERSHIP, WHETHER DOMESTIC
OR FOREIGN, MAY BE MADE BY

(A) LEAVING A SUMMONS AND A COPY OF THE COMPLAINT WITH ANY GENERAL
PARTNER OR THE AGENT FOR SERVICE OF PROCESS, OR

(B) LEAVING A SUMMONS AND A COPY OF THE COMPLAINT WITH A PERSON IN
' CHARGE OF ANY PARTNERSHIP OFFICE OR BUSINESS ESTABLISHMENT AND SENDING

A SUMMONS AND A COPY OF THE COMPLAINT BY REGISTERED MAIL, ADDRESSED (i)
TO ANY GENERAL PARTNER AT HIS ADDRESS AS SET FORTH IN THE CERTIFICATE
OF LIMITED PARTNERSHIP FILED WITH RESPECT TO SUCH LIMITED PARTNERSHIP
OR AT HIS USUAL PLACE OF ABODE OR LAST KNOWN ADDRESS, OR (ii) TO THE
OFFICE OF THE PARTNERSHIP, AS SET FORTH IN ITS CERTIFICATE OF LIMITED
PARTNERSHIP IN THE CASE OF A DOMESTIC LIMITED PARTNERSHIP OR AS SET
FORTH IN ITS APPLICATION FOR REGISTRATION AS A FOREIGN LIMITED PARTNERSHIP
IN THE CASE OF A FOREIGN LIMITED PARTNERSHIP, OR

(C) MAILING A SUMMONS AND A COPY OF THE COMPLAINT BY REGISTERED MAIL
TO THE LIMITED PARTNERSHIP OR A GENERAL PARTNER AND TO THE MICHIGAN
CORPORATION AND SECURITIES COMMISSION, IF THE LIMITED PARTNERSHIP IS
REQUIRED BY LAW, BUT HAS FAILED, TO APPOINT AND MAINTAIN AN AGENT FOR
SERVICE OF PROCESS OR TO.FILE ANY CERTIFICATE WITH RESPECT THERETO.
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600.2582 , Service on corporation and securities commission; fee

Sec. 2582. If service on a corporation OR LIMITED PARTNERSHIP is
made by service on the corporation and securities commission, there
shall be paid to the corporation and securities commission at the time
of such service a fee of $3.00, which sum may be taxed as costs to the
plaintiff, in case he the plaintiff prevails in the proceedings.
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EXHIBIT D

ATTORNEY GENERAL'S OPINION CONCERNING LIMITATIONS ON

DEMOCRATIC RIGHTS OF LIMITED PARTNERSHIPS

(November 5, 1979)

Mr. William F. McLaughlin, Director
Michigan Department of Commerce
P.O. Box 30004

Law Building
Lansing, Michigan 48909

Dear Mr. McLaughlin:

You have requested my opinion as to whether a limited partnership
agreement may provide that the holders of a maj ority of
outstanding units of limited partnership interests may, without
the necessity for concurrence by the general partner, vote to (a)
amend the limited partnership agreement; (b) dissolve the limited
partnership; (c) remove the general partner; (d) elect a new
general partner if the general partner voluntarily withdraws from
the partnership; (e) approve or disapprove of the sale of all or
substantially all of the assets of the limited partnership; and
(f) cancel any contract for services between the general partner
or any affiliate of the general partner, without penalty upon 60-
days notice.

The relationship between general partners and limited partners is
governed by the Uniform Limited Partnership Act, 1931 PA 110, MCLA
449.201 et seq; MSA 20.51 et deq. 1931 PA 110; supra, § 1 defines
a limited partnership as:

" . . . a partnership formed by *2 or more
persons... having as members lor more
general partners and 1 or more limited partners.
The limited partners as such shall not be bound
by the obligations of the partnership."

* The reason for the question was apparently prompted by the fact
that a voluntary association known as North American Securities
Administrators Association has recommended adoption of guidelines
calling for such requirements in limited partnership agreements.
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Mr. William F. McLaughlin
Page 2

1931 PA 110, supra, § 7 further provides:

"A limited partner shall not become liable
as a general partner unless, in addition to
the exercise of his rights and powers as a
limited partners he takes part in the*control
of the business."

Particularly revelant is 1931 PA 110, supra, § 9 which deals with the
rights, powers and liabilities of the general partner in a limited
partnership. This section provides that:

"A general partner shall have all the
rights and powers and be subject to all
the restrictions and liabilities of a

partner in a partnership without limited
partners, except that without the written
consent or ratification of the specific
act by all the limited partners, a
general partner or all of the general
partners have no authority to

" (a) Do any act in contravention of
the certificate.

" (b) Do any act which would make it
impossible to carry on the ordinary busi-
ness of the partnership.

" (c) Confess a judgment against the
partnership.

"(d) Possess partnership property, or
assign their rights in specific partnership
property, for other than a partnership pur-
pose.

" (e) Admit a person as a general
partner.

"(f) Admit a person as a limited
partner, unless the right so to do is
given in the certificate.
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Mr. William F. McLaughlin
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" (g) · Continue the business with pa'rt-
nership property on the' death, retirement
or insanity of'a general partner, unless
the right so to do is given in the
certificate." [Emphasis added]

The rights and duties of partners are se€ forth in section 18 of the
Uniform Partnership Act, 1917, § 18, MCLA'449.18; MSA 20.18, which,
in pertinent part, provides :

"The rights and duties of the partners
in relation to the partnership shall be
determined, subject to any agreement be-
tween them, by the following rules:

***

" (e) All partners have equal rights
in the mandgement and conduct of the
partnership business;

***

" (g) No person can become a member of
a partnership without the consent of all
partners;

" (h) Any difference arising as to
ordinary matters connected with the
partnership business may be decided by
a majority of the partners; but no act
in contravention of any agreement between
the partners may be done rightfully
without the consent of all the parties."

Also pertinent is section 10 of the Uniform Limited Partnership Act,
1931 PA 110, supra, which delineates the rights of the limited
partner. This section provides that the limited partner shall have
the same rights as the general partner to perform certain acts, these
being, in part:

" (1) A limited partner shall have the
same rights as a general partner to
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"(a) Have the partnership books kept·
at the principal place of business of the
partnership, and at all times to inspect
and copy any of them,

" (b) Have on demand true and full
information of all things affecting the
partnership, and a formal account of
partnership affairs whenever circumstan-
ces render it just and reasonable, and

" (c) Have dissolution and winding up 0
by decree of court."

These statutory provisions governing the relationship between
limited partners and general partners make it abundantly clear
that Michigan law does *not permit a limited partnership agreement '
which contains a provision allowing limited partners to take
action without concurrence by the general partner.-A fortiori,
persons who wish to organize a limited partnership may not be
compelled by any state agency to include such a provision in the
partnership agreement.

Very truly yours,

FRANK J. KELLEY

Attorney General

-171-


