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LimitedLimited partnerships are part-
nerships with at least 

one general partner and at least one limited partner. 
They can only be formed by filing a written document 
which names the partners. The biggest distinctions 
between general and limited partnerships have to do 
with management rights and limited liability of the 
limited partners. The Revised Uniform Limited Part-
nership Act established this business structure and 
provides the regulations for creating, operating, and dissolv-
ing limited partnerships.

Learn more via the recently completed 4-page, 4-color Risk Concepts series, covering  
seven common forms of  business ownership, including the Limited Partnership.

Several Risk Concepts bulletins covering alternative forms of business structure were  
recently posted and are available for download at: https://RightRisk.org/riskconceptshttps://RightRisk.org/riskconcepts.
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Some state do not require a written partnership agreement, but 

there are sound reasons for doing so (such as the ease of proof 

in the event of a future dispute). 
Although the statutory requirements associated with the forma-

tion of limited partnerships do not appear to be particularly com-

plex, persons who attempt to form a limited partnership but fail 

to follow the required statutory formalities run the risk that they 

will be found to have inadvertently created a general partner-

ship, subject to all of the default rules of the UPA or the RUPA, 

whichever statute controls general partnerships in the subject 

jurisdiction.

Operational AttributesManagement of a limited partnership is vested in the general 

partners. Limited partners do not have management authority. 
The RULPA prohibits distributions that would render a limited 

partnership insolvent. Additionally, provided the limited partner-

ship agreement does not stipulate otherwise, a general partner 

has the absolute right to withdraw from a limited partnership at 

any time but a limited partner is required to give a minimum of six months written notice to each general partner before withdrawing. 

Withdrawal of a general partner or a limited partner does not necessarily trigger dissolution.

The partners in a limited partnership are deemed to have a “capital account” equal to the value of all contributions to the partner-

ship. It is the value of each partner’s capital account – share of ownership – that typically determines the manner in which profits and 

losses are shared.

LiabilityLimited partners have a benefit not possessed by general partners – they do not have unlimited personal liability. If, however, a limited 

partner takes control of the business and a third party assumes (because of their actions) the partner is a general partner, the limited 

partner loses his or her limited liability to the third party.The RULPA lists a set of activities that a limited partner may do without “participating in control” of the partnership and risk losing the 

protections of limited liability:1. Being a contractor for or an agent of the limited partnership or of a general partner;

2. Consulting with and advising a general partner about the limited partnership’s affairs;

3. Guaranteeing specific partnership obligations;
4. Taking any action to bring or pursue a derivative action in the right of the limited partnership;

5. Requesting or attending a meeting of partners;
6. Proposing, approving, or disapproving on various specified matters that may be considered at a partnership meeting;

7. Winding up the limited partnership; or
8. Exercising any other right or power permitted to limited partners under RULPA.

Another way for a limited partner to have unlimited personal liability is to knowingly permit his/her name to be used in the name of the 

limited partnership. In such a case, the partner will be liable to creditors who extend credit to the limited partnership without actual 

knowledge that the limited partner is not a general partner.
A person may believe he or she is a limited partner when fact he or she is not. This may occur because either no certificate of limited 

partnership was properly filed – therefore the limited partnership does not exist – or because the person was improperly omitted from 

the list of limited partners.
A person who makes a contribution to a business and “erroneously but in good faith” believes he or she has become a limited partner 

has two ways to reduce his or her liability. The person can file an appropriate certificate of limited partnership or a certificate of amend-

ment. The person may also withdraw from future equity participation in the enterprise by executing and filing a certificate declaring 

such withdrawal with the appropriate state officials.Tax AttributesLimited partnerships are among the entities that are entitled to elect whether to be taxed as partnerships or corporations. One no-

table exception would be publicly traded limited partnerships, since the Internal Revenue Code separately provides that any publicly 

held entity is to be taxed as a corporation. This means that Subchapter K of the Internal Revenue Code will apply to limited partner-

ships in much the same way that it applies to general partnerships. 
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H

istorically, farms and ranches were operated as sole proprietorships. The land, machinery, livestock, and other as-
sets were owned and used by an individual or couple. Likewise, the individual (or husband and wife) farmer/rancher 
was personally responsible for all debts and financial obligations owed by the business. The farmer or rancher was 
the business, and the business was the farmer or rancher.

There are a number of organizational structures that may better meet the needs of today’s farm/ranch business. A few of the 
more common business entities used by farmers and ranchers include sole proprietorship, general partnership, limited part-
nership, limited liability company (LLC), and corporation. Each U.S. state recognizes most legal entities, while the U.S. Internal 
Revenue Code recognizes all business forms except LLCs. Each organizational structure has its strengths and weaknesses. 
Before a decision is made as to the legal entity under which to operate, a person – or person and his or her family and other 
partners – need to determine the goals of and needs for the business and its assets. 

A limited partnership is a partnership with at least one general partner and at least one limited partner. It can only be formed 
by filing (usually with the Secretary of State) a written document which names the partners. The biggest distinctions between 
general and limited partnerships have to do with management rights and limited liability of the limited partners. The Revised 
Uniform Limited Partnership Act (RULPA) established this business structure and provides the regulations for creating, operat-
ing, and dissolving limited partnerships.

Formation
A limited partnership is formed by filing a certificate of limited partnership with appropriate state officials. The information re-
quired to be contained in a certificate of limited partnership is quite basic. However, unless the parties wish to abide by the de-
fault rules contained in the relevant statutes, much of what the partners agree to will be contained in a partnership agreement. 
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