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L imited Partnerships
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Introduction
TheLimited Partnership is gainingin popukbrity with offshore tax plannasfor the
following reason:-

It offers limited liability to certain of the patners.

It isaregistered entity which obtainsa certificate of registration and aregistration
number from the Registrar of Companiesin Gibraltar.

A limited partnership registered in the Gibraltar is not automatically subject to
Gibraltar tax. If themanagement and control of the partnership is situated oversess,
the partnership is deemed to be Gibraltar non-resident for tax purpoges, althoughthis
needsto be carefully checked with thetax authorities.

It has fewer compliance and disclosure requirements than the company, althoughthis
advantageisonly fully realised when at least oneof thegenera partners of the
limited partnership is an individud.

A recent amendment to Gibraltar Law givesthe Limited Partnership legd persondity.

A Limited Partnership may bewoundup by the Supreme Court unde the Companies
Act in certain circumstances.

History

Despite the enactment of the Partnership Act, Gibraltar law continued withouta form of
bugness organisation well known in continental Europeand elsewhere - thelimited



patnership - knownin civil law jurisprudence as the commandite system of partnership.
Thenew form of busness organisation was findly introduced to Gibraltar in 1927with
the enactment of the Limited Partnerships Act.

¥ Application of the General Law of Partnership

TheLimited Partnership Act1927 presuppogs the existence of partnership asalegd
vehicle, and merely modified the application of therules of partnership law so asto
create anew speciadist busnessform. Consequently, limited partnershipsremained
goveaned by both the Partnership Act and the general rules of law and equity exceptin so
far asthe1927Act necessarily provides otherwise. It isusud, therefore, for alimited
patnership to becondituted by aformal partnership agreementin amannea similar to an
ordinary partnership.

¥ Definition and Constitution

A limited partnership must consst of (a) oneor more general personsor Qyeneral
patnersOwho are liable for all debts and obligations of thefirm; and (b) oneor more
personscalled Qimited partnersQ The Limited Partners mugt at thetime of entering such
apatnership contribute either  asum or sums as capital or propeaty vaued at a stated
amount Thelimited partnersliability to creditorsis limited to the capital which hehas
introduced . It also follows logically tha since limited liability isthe quid pro quofor the
provision of capital, thelimited liability of the partner should not bereduced by
subsequent withdrawal of the amountof capital tha he has provided.

¥ Number of Partners

The1927Act has aprovisionrelating to thesize of partnership. Like ordinary
patnershipsalimited partnership mug notin general consst of more than 20 persons

¥ Duration

In genera terms, therules governing the duration of ordinary partnershipsaso apply to
limited partnerships However, thelimited partne's have no power to determinethe
patnership by notice, with theresult, tha if the patnership is notfor afixed term, it may
bedetermined at any time by notice given by oneor othe of the general patners, butnot
by notice from thelimited patners.

¥ Registration

TheLimited Partnership needsto beregistered under the Act.



¥ Name

Thereis no statutory requirement in the 1927 ordinance. Companies House previoudy
guidance to the effect that al limited partnershipsmug end their name with theletters
Q.LPQ We have recently reviewed our policy and have decided tha this could be
mideading as it could suggest tha theentity isaLimited Liability Partnership. Currently
such entitiesdo not exist in Gibraltar. The partne'sin the Limited Partnership may elect
to end the name of the Limited Partnership with the letters Q.PQ if they wish to show tha
theLimited Partnership has separate legd identity. Thisis nothowever amandaory
requirement.

It should be nated tha the name of the Limited Partnership may need to beregistered
unde S. 3(a) of the Busgness Names Registration Act.

¥ Limited Partnersand Third Persons

Thepostion of thelimited patner in prindpleistha heisapatne by reason of his
provision of capital, andthisis his sole fundion. Consquently, alimited partner mug
not take part in the management of the partnership busness and has no power to bind the
firm, athoughby himself or his agents he may ingect at any time the booksof thefirm
and examinethe state and progpects of the partnership busness, and may advise the
patnersthereon. If, in breach of thisrestriction, alimited partner takes part in the
management of a partnership busness, heisliable for al debts and obligaionsof the
firm incurred while heis taking part in themanagement as thoughhe were a general
patner.

Theloss of limited liability by thelimited partner who participates in the management of
thefirm istemporary. It subsstsonly so longas he continuesto act in the management
of thefirm, and extendsto all debts and obligations of thefirm incurred during this
period.

¥ Lossof Limited Liability

Itis, perhgps hdpful at this point to draw together and list thethree circumstancesin
which alimited partner will lose hislimited liability, in whole or pat. They are:-

(1) if thefirmisnotpropely registered;

(2) if thelimited partner paticipaesin themanagement of thebusness; and

(3) totheextenttha hereceived back the whole or any part of his capital
contribution.



Therelation of the Partners amongst themselves
Subiject to any agreement expressed or implied between the partners,-

() any difference arising as to ordinary matters connected with the partnership busness
may bedecided by a magjority of the general patnes;

(b) alimited partne may, with the conent of thegenea partners, assign his share in the
patnership, and upan such an assignment the assignee shdl become alimited patner
with al therights of theassignor,

(c) theother patners shdl notbeentitled to dissolve the partnership by reason of any
limited partner suffering his share to be charged for his separate debt;

(d) aperson may beintroduced as a partner without the consent of the existing limited
patners,

(e) alimited partner shdl not beentitled to dissolve the partnership by notice.
¥ Participation in the Business

As has been noted, alimited partner is excluded from participaing in the management of
the partnership busness and has no power to bind the firm.

¥ Introduction of New Partners

With regardsto ordinary partnershipsit will beremembered tha no new partner can be
introduced withou the conent of al existing partners. In the case of limited partnerships
there are two modificationsto thisbasic rule. First, subject to any agreement express or
implied between that partners, alimited partner may, with the congent of the general
patners, assign his share in thepartnership, and upon such an assignment the assignee
becomes alimited partner with all therights of theassignor.

¥ Death of a Partner

A limited patnership shdl notbe dissolved by thedeath or bankruptcy of a limited
patner. However the desth of a Geneal Partner does mean the dissolution of the
patnership unless the partners have agreed otherwise beforehand.

¥ Dissolution of aLimited Partnership

Limited Partnershipsmay bewoundup by the court unde the Companies Act.



¥ Bankruptcy of the General Partners

Thecontribution of thelimited partners do notbecome liable for theindividud
responsbilities of theinsolvent genera partner. Thiswas decided in the case of Re.
Barnard, MartinsBank v Trugee 19321 ch 269

¥ Accounting Requirements

It has aready been mentioned that if al the partners of alimited partnership are corparate
bodies, then the partnership will need to file annud account with the Companies
Registry. A solutionto this potential problem isto retain asagenera partner an
individud.

Thefutureof the Limited Partnership

Now tha theLimited Partnership has legd persondity, it is foreseen that this form of
busness structure will become much more popukr.

In order to enhance its popukrity Gibraltar law permits a company to changeits statusto
aLimited Partnership.

The Companies Concession and Taxation Act may be extended in order to permit a
Limited Partnership to have exempt or qudifying satus
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