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A FEW TROUBLESOME PROVISIONS  
OF GENERAL PARTNERSHIP AGREEMENTS 

 
 
 a) Additional Capital Contributions.  No further contributions to 
capital shall be required or made by any Partner, except by mutual consent of 
the Partners.  Partners may make loans to the Partnership on terms to be agreed 
by the Partners.  [This is OK for an LLP.  Check for mandatory capital calls 
that a bankruptcy trustee might be able to make.] 
 
 [For an LLP, consider removing all provisions for personal liability of 
the partners for partnership debts.  These can be in lots of places in a general 
partnership agreement.] 
 
 c) Prior Acts.  No Partner shall be liable for any obligation incurred 
by any other Partner, either before or after this Agreement is signed, except 
obligations incurred pursuant to this Agreement in connection with or on behalf 
of the Partnership.  [Bad exception for an LLP.] 
 
 e) Continuing Effect.  If a Partner withdraws from the Partnership, 
transfers his or her entire Interest in accordance with the Agreement, or 
otherwise ceases to be a Partner, he or she shall remain liable for all obligations 
and liabilities incurred by the Partnership prior to the effective date of such 
occurrence and shall be free of any obligation or liability on account of the 
activities of the Partnership from and after such time.  [The whole provision is 
bad for an LLP.] 
 
 g) Limitations on Liability 
 
  i) Return of Capital.  No Partner shall be liable personally 
for the return of the capital of the Partners; this return is to be made solely from 
the assets of the Partnership in accordance with this Agreement.  [OK for an 
LLP.] 
 
  ii) Shared Liabilities.  If for any reason one or more 
Partners become liable personally for any obligation of the Partnership, such 
liability shall be borne by the Partners in proportion to their relative Percentage 
Interests at the time that the liability was incurred.  [An LLP disaster.] 
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[End of outline.] 

 j) Third Party Claims.  The Partners acknowledge the possibility 
that the Partnership and the Partners could incur liabilities to various Persons as 
a result of claims made by such Persons based upon various legal and equitable 
theories (including breach of implied warranties and strict liability).  Upon 
receipt of notice by the Partnership or any of the Partners of any such claim, the 
recipient shall immediately notify the Partnership and each Partner of the claim.  
All costs and expenses, including attorneys' fees, incurred in connection with 
discharging or otherwise satisfying any such claim or defending against any 
lawsuit or other legal proceeding arising from a claim shall be an expense of the 
Partnership.  The obligation of the Partners to bear the foregoing costs and 
expenses in proportion to their Percentage Interests shall survive the dissolution 
of the Partnership.  [Bad for an LLP.] 
 
 l) Franchise Tax Liabilities.  If the partnership [used as a 
liquidating trust alternative] becomes personally liable for franchise tax 
liabilities relating to the Corporation, such franchise tax liabilities and all costs 
and expenses, including without limitation attorneys' and accountants' fees, 
incurred in connection with discharging or otherwise satisfying any such claim 
and/or defending against any lawsuit or other legal proceeding arising from a 
claim relating to such franchise tax liabilities shall be an expense of the 
Partnership and shall be borne by the Partnership.  The obligation of the 
Partnership to bear the foregoing franchise tax liabilities and all costs and 
expenses shall survive the dissolution of the Partnership and, in such event, 
shall be an obligation of the Partners in proportion to their Percentage 
Interests.  [Bad for an LLP.] 
 
 n) Negative Capital Accounts.  If a Tax Liquidation occurs, then: 
 
  i) Distributions shall be made pursuant to Section ___ 
(Application of Proceeds) to the Partners who have positive Capital Accounts; 
and 
 
  ii) If any Partner's Capital Account has a deficit balance 
(after giving effect to all contributions, distributions and allocations for all 
taxable years, including the year during which such liquidation occurs), such 
Partner shall contribute to the capital of the Partnership the amount necessary 
to restore such deficit balance to zero.  [An LLP disaster.] 
 

[End of examples.] 
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