~ GENERAL STATUTES
of ,
MINNESOTA
1923

PUBLISHED UNDER THE AUTHORITY OF
LAWS OF 1923, CHAPTER 95,
APPROVED MARCH 26Ts, 1923

COMPILED AND EDITED BY
HUBERT HARVEY, ofF THE ST. PAauL Bar

PUBLISHER
REVIEW PUBLISHING COMPANY
ST. PAUL, 1924



73
161-M 85
201-Nw

- cancellation or amendment of the certificate;

MINNESOTA STATUTES 1923 -

C. 57A

PARTNERSHIP §

change in the certificate which it is desired to '

~ make, and
(b) Be signed and sworn to by all members, and
an amendment substituting a limited partner or
adding a limited or general partner shall be
signed also by the member to be substituted or

i
!
|
l

added, and when a limited partner,is to be sub-
stituted, the amendment shall also be signed .

by the assigning limited partner.

2. The writing to cancel a certificate shall be signed
by all members.

3. A person desiring the cancellation or amendment
of a certificate, if any person designated in para-
graphs (1) and (2) as a person who must execute the
writing refuses to do so, may petition the (here des-
ignate the proper court) to direct a cancellation or
amendment thereof. '

4. If the court finds that the petitioner has a right
to have the writing executed by a person who refuses
to do so, it shall order the register of deeds in the
office where the certificate is recorded to record the

where the certificate is to be amended, the court shall
also cause to be filed for record in said office a certi-
fied copy of its decree setting forth the amendment.
5. A certificate is amended or canceled when there
i$ filed for record in the registry of deeds where the
certificate is recorded—
(a) A writing in accordance with the provisions of
paragraph (1) or (2) or
(b) A certified copy of the order of court in ac-
cordance with the provisions of paragraph (4).
6. After the certificate is duly amended in accord-
ance with this section, the amended certificate shall

- thereafter be for all purposes-the certificate provided

for by this act. (’19 ¢. 498 § 25)

7378. Parties to actions—A. contributor, unless he
is a general partner, is not a proper party to proceed-
ings by or against a partnership, except where the
object is to enforce a limited partner’s right against
or liability to the partnership. (19 c. 498 § 26)

and’

§ 7378

7380. Rules of construction —1. The rules that
statutes in derogation of the common law are to be
strictly construed shall have no application to this act.

2. This act shall be so interpreted and construed as
to effect its general purpose to make uniform the law
of those states which enact it.

3. This act shall not be so construed as to impair
the obligations of any contract existing when the act
goes into effect nor to affect any action or proceedings
begun or right accrued before this act takes effect.
(’19 c. 498 § 28)

7381. Rules for cases not provided for in this act—
In any case not provided for in this act the rules of
law and equity, including the law merchant, shall gov-
ern. (’19 c. 498 § 29)

7382. - Provisions for existing limited partnerships—

1. A limited partnership formed under any statute
of this state prior to the adoption of this act, may
become a limited partnership under this act by com-
plying with the provisions of Section 2; provided the
certificate sets forth :

(a) The amount of the original contribution of
each limited partner, and the time when the contribu-

.tion was made, and

(b) That the property of the partnership exceeds
the amount sufficient to discharge its liabilities to per-
sons not claiming as general or limited partners by
an amount greater than the sum of the contributions
of its limited partners. .

2. A limited partnership formed under any statute
of this state prior to the adoption of this act, until
or unless it becomes a limited partnership under this
act, shall continue to be governed by the provisions
of chapter 57, General Statutes 1918, except that such
partnership- shall not be renewed unless so provided
in the original agreement. (’19 c. 498 § 30)

7383. Act repealed—Except as affecting existing
limited partnerships to the extent set forth in section
30, chapter 57, General Statutes 1913, the existing

7379. Name of act—This act may be cited as the | limited partnership _act, is hereby repealed. ('19 c.
uniform limited partnership act. (’19.c. 498 § 27) 498 § 31)
Jash BL S CHAPTER 57A ~
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PART 1. 7386. Interpretation of knowledge and notice—

PRELIMINARY PROVISIONS.

7384, Name of act—This act .may be cited as Uni-
form Partnership Act. (21 c. 487 § 1)

7385. Definition of terms—In this act, “Court” in-

255. cludes every court and judge having jurisdiction in
437 the case.

“Business” includes every trade, occupation, or pro-
fession.

“Person” includes 1nd1v1duals, partnerships, ¢
ations, and other associations.

“Bankrupt” includes bankrupt under the Federal
Bankruptey Act or insolvent under any state insolvent
act.

“Conveyance” includes
mortgage, or encumbrance.

“Real property” includes land and any interest or
estate in land. (’21 c. 487 § 2)

corpor-

every assignment, lease,

(1) A person has “knowledge” of a fact within
the meaning of this act not only when he has actual
knowledge thereof, but, also when he has knowledge
of such other facts as in the circumstances shows bad
falth'

*(2) A person has “notice” of a fact within the
meaning of this act when the person who claims the
benefit of the notice

(a) States the fact to such person, or

(b) Delivers through the mail, or by other means
of communication, a written statement of the fact to
such person or to a proper person at his place of
business or residence. (’21 c. 487 § 3)

. 7387. Rules of construction—(1) The rule that
statutes 'in derogation of the common law are to be
strictly construed shall have no application to this act.

(2) The law of estoppel shall apply under this act.

(3) The law of agency shall apply under this act.
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(4) This act shall be so interpreted and construed

as to effect its general purpose to make uniform the
law of those states which enact it.

(5) This act shall not be construed so as to impair
the obligations of any contract existing when the act
goes, into effect, nor to affect any action or proceedings
begun or right accrued before this act takes effect.
(’21 c. 487 § 4)

7388. Rules for cases not provnded for in this act—
In any case not provided for in this act the “rules of

PARTNERSHIP

§ 7388

7392
168-M 399
170-M 166

RELATIONS OF PARTNERS TO PERSONS DEAL-
ING WITH THE PARTNERSHIP.

PART III.

7392. Partner agent of partnership as to partner-
ship business.—(1) Every partner is an agent of the
partnership for the purpose of its business, and the
act of every partner, including the execution in the
partnership name of any instrument, for apparently

law and equity, including the law merchant, shall | ¢arrying on in the usual way the business of the part-

govern. (21 c. 487 § 5) nership of which he is a member binds the partnership,

unless the partner so acting has in fact no author-

0 7380 Etseq. | | itV to act for the partnership in the particular matter,

. 1380-00 (_&38 183 PART IL : ég&%w 414! and the person with whom he is dealing has knowledge
} 231w 408 169 . Vo481 of the fact that he has no such authority.

T 8398 (2) An act of a partner which is not apparently

NATURE OF A PARTNERSHIP.

7389. Partnership defined—(1) A partnership is
an association of two or more pérsons to carry on as
co-owners a business for profit.

(2) But any association formed under any other
statute of this state, or any statute adopted by author-
ity, other than the authority of this state, is not a
partnership under this act, unless such association

would have been a partnership in this state prior to-

the adoption of this act; but this act shall apply to
limited partnerships except in so far as the statutes
relating to such partnerships are inconsistent here-
with, (’21 c. 487 § 6)

7390. Rules for determining the existence of a
partnership—In determining whether a partnership
exists, these rules shall apply:

(1) Except as provided by section 16 persons who
are not partners as to each other are not partners as
to third persons.

(2) Joint tenancy, tenancy in common, tenancy by
the entireties, joint property, common property, or
part ownership does not of itself establish a partner-
ship, whether such co-owners do or do not share any
profits made by the use of the property.

(3) The sharing of gross returns does not of itself
establish' a partnership, whether or not the persons
sharing them have a joint or common right or interest
in any property from which the returns are derived.

(4) The receipt by a person of a share of the
profits of a business is prima facie evidence that he is
a partner in the business, but no such inference shall
be drawn if such profits were received in payment:.

(a) As a debt by installments or otherwise,

(b) As wages of an employee or rent to.a landlord,

(¢) As an annuity to a widow or representative of
a deceased partner,

(d) As interest on a loan, though the amount of
payment vary with the profits of the business,

(e) As the consideration for the sale of a good-
will of a-business or other property by installments
or otherwise. (’21 c¢. 487 § T)

7391. Partnership property—(1) All propert;} or-
iginally brought into the partnership stock or subse-
quently acquired by purchase or otherwise, on account
of the partnership, is partnership property.

(2) Unless the contrary intention appears, prop-
erty acquired with partnershlp funds is partnership
property.

(3) Any estate in real property may be acquired
in the partnership name. Title so acquired can be
conveyed only in the partnership name.

(4) A conveyance to a partnership in the partner-
ship name, though without words of inheritance,
passes the entire estate of the grantor unless a con-
trary intent appears. (’21 c. 487 § 8)

¢ (3)

for the carrying on of the business of the partnership
in the usual way does not bind the partnership unless
authorized by the other partners.

(3) Unless authorized by the other partners or
unless they have abandoned the business, one or more
but less than all the partners have no authority to:

(a) Assign the partnership property in trust for
creditors or on the assignee’s promise to pay the debts
of the partnership,

(b) Dispose of the good-will of the business,

(¢) Do any other. act which would make it impos-
s}ilble to carry on the ordinary business of a partner-
ship,

(d) Confess a judgment,

(e) Submit a partnership claim or llablhty to ar-
bitration or reference.

(4) No act of a partner in contravention of a re- 2
striction on authority shall bind the partnership to 2
persons having knowledge of the restriction. (’21 c.
487 § 9)

7393. Conveyance of real property of the partner-
ship—(1) Where title to real property is in the part-
nership name, any partner may convey title to such
property by a conveyance executed in the partnershlp
name; but the partnership may recover such property
vnless the  partner’s act binds the partnership under
the provisions of paragraph (1) of section 9, or unless
such property has been conveyed by the grantee or a
person claiming through such grantee to a holder for
value without knowledge that the partner, in making
the conveyance, has exceeded his authority.

(2) . Where title to real property is in the name of

the partnership, a conveyance executed by a partner,
in his own name, passes the equitable interest of the
partnership, provided the act is one within the author-
ity of the partner under the prov151ons of paragraph
(1) of section 9.
Where title to real property is in the name
of one or more but not all the partners, and the record
does not disclose the right of the partnership, the
partners in whose name the title stands may convey
title to such property, but the partnership may recovér
such property if the partners’ act does not bind the
partnership under the provisions of paragraph (1) of
section 9, unless the purchaser or his assignee, is a
holder for value, without knowledge.

(4) Where the title to real property is in the name
of one or more or all the partners, or in a third person
in trust for the partnership, a conveyance executed by
a partner in the partnership name, or in his own
name, passes the equitable interest of the partnership,
provided the act is one within the authority of the
partner under the provisions of paragraph (1) of sec-
tion 9.

(5) - Where the title to real property is in the names
of all the partners a conveyance executed by all the
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partners passes all their rights in such property. (’21 | rely upon the representation. Where all the members
c. 487 § 10) - of the existing partnership consent to the representa-

7394. Partnership bound by admission of partner— | tion, a partnership act or obligation results; but in

An admission or representation made by any partner
concerning partnership affairs within the scope of his
authority as c%nferred by this act is evidence against
the partnership. (°21 c¢. 487 § 11)

7395. Partnership charged with knowledge of or
notice to partner—Notice to any partner of any mat-
ter relating to partnership affairs, and the knowledge
of the partner acting in the particular matter, ac-
quired while a partner or then present to his mind,
and the knowledge of any other partner who reason-
ably could and should have communicated it to the
acting partner, operate as notice to or knowledge of
the partnership, except in the case of a fraud on the
partnership committed by or with the consent of that
partner. (21 c. 487 § 12)

7396. Partnership bound by partner’s wrongful act
—Where, by any wrongful act or omission of any part-
ner acting in the ordinary course of the business of
the partnership or with the authority of his co-part-
ners, loss or injury is caused to any person, not being
a partner in the partnership, or any penalty is in-
curred, the partnership-is liable therefor to the same
extent as the partner so acting or omitting to act.
(’21 c. 487 § 13)

7397. Partnership bound by partner’s breach of
trust—The partnership is bound to make good the loss:

(a) Where one partner acting within the scope of
his apparent authority receives money or property of
a third person and misapplies it; and

(b) Where the partnership in the course of its
business receives money or property of a third person
and the money or property so received is misapplied
by any partner while it is in the custody of the part-

nership. (’21 c. 487 § 14)

7398. Nature of partner’s liability—All partners
are liable

~(a) Jointly and severally for everything charge-

able to the partnership under sections 13 and 14.

(b) Jointly for all other debts and obligations of
the partnership; but any partner may enter into a
separate obligation to perform a partnership contract.
(’21 c. 487 § 15)

7399. Partner by estoppel—(1) When a person, by
words spoken or written or by conduct, represents
himself, or consents to another representing him to
any one, as a partner in an existing partnership or
with one or more persons not actual partners, he is
liable to any such person to whom such representation
has been made, who has, on the faith of such repre-
sentation, given credit to the actual or apparent part-
nership, and if he has made such representation or
consented to its being made in the public manner he is
liable to such person, whether the representation has
or has not been made or communicated to such person
so giving credit by or with the knowledge of the ap-
parent partner making the representation or consent-
ing to its being made.

(a) When a partnership liability results, he is liable
as «though he were an actual member of the
partnership.

(b) When no partnership liability results, he is

* liable jointly with the other persons, if any, so
consenting to the contract or representation as
to incur liability, otherwise separately.

(2) When a person has been thus represented to be
a partner in an existing partnership, or with one or
more persons not actual partners, he is an agent of the
persons consenting to such representation to bind them
to the same extent and in the same manner as though
he were a partner in fact, with respect to persons who

all other cases it is the joint act or obligation of the
person acting and the persons consenting to the repre-
sentation. (’21 c. 487 § 16)

7400. Liability of incoming partner—A person ad-
mitted. as a partner into an existing partnership is
liable for all the obligations of the partnership arising
before his admission as though he had been a part-
ner when such obligations were incurred, except that:
this liability shall be satisfiéd only out of partnership
property. . (21 e¢. 487 § 17)

PART IV.

RELATIONS OF PARTNERS TO ONE ANOTHER

7401. Rules determining rights and duties of part-
ners—The rights and duties of the partners in relation
to the partnership shall be determined, subject to any
agreement between them, by the following rules:

(a) Each partner shall be repaid his contributions,
whether by way of capital or advances to the
partnership property and share equally in the
profits and surplus remaining after all liabil-
ities, including those to partners, are satisfied;
and must contribute towards the losses, wheth-
er of capital or otherwise, sustained by the
partnership according to ‘his share in the
profits. .

(b) The partnership must indemnify every partner
in respect of payments made and personal lia-
bilities reasonably incurred by him in the or-
dinary and proper conduct of its business, or
for the preservation of its business or property.

(¢) A partner, who in aid of the partnership makes
any payment or advance beyond the amount of
capital which he agreed to contribute, shall
be paid interest from the date of the payment
or advance.

(d) A partner shall receive interest on the capital
contributed by him only from the date when
repayment should be made.

(e) Al partners have equal rights in the manage-
ment and conduct of the partnership business.

(f) No partner is entitled to remuneration for act-
ing in the partnership business, except that a
surviving partner is entitled to reasonable com-
pensation for his services in winding up the
partnership affairs.

(g) No person can become a member of a partner-
ship without the consent of all the 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 be-
tween the partners may be done rightfully
without the consent of all the partners. (’21
c. 487 § 18) i

7402. Partnership books—The partnership books
shall be kept subject to any agreement between the
partners, at the principal place of business of the part-
nership, and every partner shall at all times have
access to and may inspect and copy any of them. ('21
c. 487 § 19) '

7403. Duty of partners to render information—
Partners shall render on demand true and full in-
formation of all things affecting the partnership to
any partner or the legal representative of any de-
ceased partner or partner under legal disability. (’21
c. 487 § 20)
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7404. Partner accountable as a fiduciary—(1) Every
partner must account to the partnership for any bene-
fit, and hold as trustee for it any profits derived by
him without the consent of the other partners from
any transaction connected with the formation, con-
duct, or liquidation of the partnership or from any
use by him of its property.

(2) This section applies also to the representatives
of a deceased partner engaged in the liquidation of-
the affairs of the partnership as the personal repre-
sentatives of the last surviving partner. (°21 c. 487
§ 21) 5 .

7405. Right to an account—Any partner shall have
the right to a formal account as to partnership affairs:

(a) If he is wrongfully excluded from the part-

nership business or possession of its property
“by his co-partners,

(b) If the right exists under the terms of any

agreement,

(c) As provided by section 21,

(d) Whenever other circumstances render it just

and reasonable. (’21 ¢. 487 § 22)

7406. Continuation of partnership beyond fixed term
—(1) When a partnership for a fixed term or par-
ticular undertaking is continued after the termination
of such term or particular undertaking without any
express agreement, the rights and duties of the part-
ners remain the same as they were at such termin-
ation, so far as is consistent with a partnership at will.

(2) A continuation of the business by the partners
or such of them as habitually acted therein during the
term, without any settlement or liquidation of the
partnership affairs, is prima facie evidence of a con-
tinuation of the partnership. (’21 c. 487 § 23)

PART V.
PROPERTY RIGHTS OF A PARTNER

7407. Extent of property rights of a partner—The
property rights of a partner are (1) his rights in
specific partnership property, (2) his interest in the
partnership, and (3) his right to participate in the
management. (’21 c. 487 § 24) )

7408. Nature of a partner’s right in specific part-
nership property— .

(1) A partner is co-owner with his partners of
specific partnership property holding as a tenant in
partnership.

(2) The incidents of this tenancy are such that:

(a) A partner, subject to the provisions of this

_ act and to any agreement between the part-
ners, has an equal right with his partners to
possess specific partnership property for part-
nership purposes; but he has no right to pos-
sess such property for any other purpose with-
out the consent of -his partners.

A partner’s right in specific partnership prop-

erty is not assignable except in connection

with the assignment of the rights of all the
partners in the same property.

(¢) A partner’s right in specific partnership prop-
erty is not subject to attachment, garnishment
or executiofi, except on a claim against the
partnership. When partnership property is at-
tached for a partnership debt the partners, or
any of them, or the representatives of a de-

(b)

ceased partner, cannot claim any right under -

the homestead or exemption laws.

On the death of a partner his right in specific
partnership property vests in the surviving
partner or partners, except where the deceased
was the last surviving partner, when his right
in such property vests in his legal representa-

(d)

PARTNERSHIP

1

S 7404

tive. Such surviving partner or partners, or
the legal representative of the last surviving
partner, has no right to possess the partner-
ship property for any but a partnership pur-
pose.

(e) A partner’s right in specific partnership prop-
erty is not subject to dower, curtesy, the statu-
tory interest of a surviving spouse, or allow-
ances to widows, heirs or next of kin. (21 c.
487 § 25)

7409. Nature of partner’s interest in the partner-
ship—A partner’s interest in the partnership is his
share of the profits and surplus and the same is per-
sonal property. (21 c. 487 § 26)

7410. Assignment of partner’s interest— (1) A
conveyance by a partner of his interest in the part-
nership does not of itself dissolve the partnership, nor,
as against the other partners in the absence of agree-
ment, entitle the assignee, during the continuance of
the partnership, to interfere in the management or
administration of the partnership business or affairs,
or to require any information or account of partner-
ship transactions, or to inspect the partnership books;
but it merely entitles the assignee to receive in ac-
cordance with his contract the profits to which the
assigning partner would otherwise be entitled.

(2) In case of a dissolution of the partnership, the
assignee is entitled to receive his assignor’s interest
and may require an account from the date only of
the last account agreed to by all the partners. (’21
c. 487 § 27) - = ’

7411. Partner’s interest subject to charging order—
(1) On due application to a competent court by any
judgment creditor of a partner, the court which en-
tered the judgment, order, or decree, or any other
court, may charge the interest of the debtor partner
with payment of the unsatisfied amount-of such judg-
ment debt with interest thereon; and may then or
later appoint a receiver of his share of the profits, and
of any other money due or to fall due to him in re-
spect of the partnership, and make all other orders,
directions, accounts and- inquiries which the debtor
partner might have made, or which the circumstances
of the case may require.

(2) The interest charged may be redeemed at any
time before foreclosure, or in case of a sale being
directed by the court may be purchased without there-
by causing a dissolution:

(a) With separate property, by any one or more

of the partners, or

(b) With partnership property, by any one or
more of the partners with the consent of all
the partners whose interests are not so charged
or sold. ’

(3) Nothing in this act shall be held to deprive a
partner of his right, if any, under the exemption laws,
as regards his interest in the partnership. (’21 ec.
487 § 28)

7412

171-M 332

PART VI ‘»271411\1’\_\7_ 51

DISSOLUTION AND WINDING UP

7412, Dissolution defined—The dissolution of a
partnership is the change in the relation of the part-
ners caused by any partner ceasing to be associated
in the carrying on as distinguished from the winding
up of the business. (21 c. 487 § 29)

7413. Partnership not terminated by dissolution—
On dissolution the partnership is not terminated, but
continues until the winding up of partnership affairs
is completed. (’21 c. 487 § 30)
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7414. Causes of dissolution—Dissolution is caused:
(1) Without violation of the agreement between the
partners,

(a) By the termination of the definite term or
particular undertaking specified in the agree-
ment,

(b) By the expfess will of any partner when no
definite term or particular undertaking is
specified,

(¢) By the express will of all the partners who
have not assigned their interests or suffered
them to be charged for their separate debts,
either before or after the termination of any
spec1ﬁed term or particular undertaking,

(d) By the expulsion of any partner from the
business bona fide in accordance with such a
power conferred by the agreement between the
partners;

(2) In contravention of the agreement between the
partners, where the circumstances do not permit a
dissolution under any other provision of this section,
by the express will of any partner at any time;

(3) By any event which makes it unlawful for the
business of the partnership to be carried on or for
the members to carry it on in partnership;

(4) By the death of any partner;

(5) By the bankruptey of any partner or the part-

nership; .

(6) By decree of court under section 32. (°21 c.
487 § 31)
. 7415, Dissolution by decree of court—(1) On ap-

plication by or for a partner the court shall decree a
dissolution whenever:

(a) A partner has been declared a lunatic in any
judicial proceeding or is shown to be of un-
sound mind,

(b) A partner becomes in any other way incap-
able of performing his part of the partnership
contract,

(c) A partner has been guilty of such conduct as
tends to affect prejudicially the carrying on of
the business,

(d) A partner wilfully or persistently commits a
breach of the partnership agreement, or other-
wise so conducts himself in matters relatmg
to the partnership business that it is not rea-

sonably practicable to carry on the business in -

partnership with him,
(e) The business of the partnership can only be
carried on at a loss,
(f) Other circumstances render a dissolution equit-
able.
(2) On the application of the purchaser of a part-
ner’s interest under sections 28 or 27
(a) After the termination of the spemﬁed term or
particular undertaking,
(b) At any time if the partnership was a partner-
ship at will when the interest was assigned or
when the charging order was issued. (’21 c.
S 487 § 32)
. 7416. General effect of dlssolutlon on authority of
partner—Except *'so far as may be necessary to wind
. up partnership affairs or to complete transactions be-
gun but not then finished, dissolution terminates all
-authority of any partner to act for the partnership,
(1) With respect to the partners,
(a) When the dissolution is not by the act, bank-
ruptey or death of a partner; or
(b) When the dissolution is by such act, bank-
ruptey or.death of a partner, in cases where
section 34 so requires.

(2) With respect to persons not partners, as de-
clared 'in section 35. ('21 c. 487 § 33)

PARTNERSHIP
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7417. Right of partner to contribution from co-
partners after dissolution—Where the dissolution is
caused by the act, death or bankruptey of a partner,
each partner is liable to his co-partners for his share
of any liability created by any partner acting for the
partnership as if the partnership had not been dis-
solved unless

‘(a) The dissolution being by act of any partner, the

partner acting for the partnership had knowl-
edge of the dissolution, or

(b) The dissolution” being by the death or bank-

ruptey of a partner, the partner acting for
the partnership had knowledge or notice of the
death or bankruptey. (’21 c. 487 § 34)

7418. Power of partner to bind partnership to third
persons after dissolution—(1) After dissolution a part-
ner can bind the partnership except as provided in

Paragraph (3)

(a) By any act appropriate for winding up part-
nership affairs or completing transactions un-
finished at dissolution;

(b) By any transaction which would bind the part-
nership if dissolution had not taken place, pro-
vided the other party to the transaction

(I) Had extended credit to the partnership prior

to dissolution and had no knowledge or notice

of the dissolution; or

Though he had not so extended credit, had

nevertheless known of the partnership prior to

)

N dissolution, and, having no knowledge or notice

of dissolution the fact of dissolution had not
been advertised in a newspaper of general cir-
culation in the place (or in each place if more
than one) at which the partnership business

was regularly carried on. )
(2) The liability of a partner under Paragraph
(1b) shall be satisfied out of partnership assets alone

when, such partner had been prior to dissolution

(a) Unknown as a partner to the person with whom

the contract is made; and

(b) So far unknown and inactive in partnership af-

fairs that the business reputation of the part-
- nership could not be said to have been in any
degree due to his connection with it.

(8) The partnership is in no case bound by any
act of a partner after dissolution

(a) Where the partnership is dissolved because it

is unlawful to carry on the business, unless the
act is appropriate for winding up partnership
affairs; or

(b) Where the partner has become bankrupt; or

(¢)* Where the partner has no authority to wind up

partnership affairs, except by a transaction
with one who

(I) Had extended credit to the partnership prior to

- dissolution and had no knowledge or notice of
his want of authority; or
Had not extended credit to the partnership
prior to dissolution, and, having no knowledge
or notice of his want of authority, the fact of
his want of authority has nol been advertised
in the manner provided for advertising the fact
_of dissolution in Paragraph (1bII).

(4) Nothing in this section shall affect the liability
under Section 16 of any person who after dissolution
represents himself or consents to another representing
him as a partner in a partnership engaged in carrying
on business. (’21 c¢. 487 § 35)

7419. Effect of dissolution on partner’s existing lia-
bility—(1) The dissolution of the partnership does
not of itself discharge the existing liability of any
partner.

(11
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(2) A partner is discharged from any existing lia-
bility upon dissolution of the partnership by an agree-
ment to that effect between himself, the partnership
creditor and the person or partnership continuing the
business; and such agreement may be inferred from
the course of dealing between the creditor having
knowledge of the dissolution and the person or part-
nership continuing the business. :

(8) Where a person agrees to assume the existing
obligations of a dissolved partnership, the partners
whose obligations have been assumed shall be dis-
charged from any liability to any creditor. of the part-
nership who, knowing of the agreement, consents to a
material alteration in the nature or time of payment
of such obligations.

(4) The individual property of a deceased partner
shall be liable for all obligations of the partnership in-
curred while he was a partner but subject to the prior
payment of his separate debts. (’21 c. 487 § 36)

7420. Right to wind up—Unless otherwise agreed
the partners who have not wrongfully dissolved the
partnership or the legal representative of the last sur-
viving partner, not bankrupt, has the right to wind
up the partnership affairs; provided, however, that
any partner, his legal representative or his assignee,
upon cause shown, may obtain winding up by the
court. (’21 c. 487 § 37)

7421. Rights of partners to application of partner-
ship property—(1) When dissolution is caused in any
way, except in contravention of the partnership agree-
ment, each partner, as against his co-partners and
all persons claiming through them in respect of their
interests in the partnership, unless otherwise: agreed,
may have the partnership property applied to dis-
charge its liabilities, and the surplus applied to pay
in cash the net amount owing to the respective part-
ners. But if dissolution is caused by expulsion of a
partner, bona fide under the partnership agreement,
and if the expelled partner is discharged from all
partnership liabilities, either by payment or agree-
ment under section 36 (2), he shall receive in cash
only the net amount due him from the partnership.

(2) When dissolution is caused in contravention of
the partnership agreement the rights of the partners
shall be as follows:

(a) Each partner who has not caused dissolution

wrongfully ‘shall have,

I. All the rights specified in paragraph (1) of this

section, and

II. The right, as against each partner who has
caused the dissolution wrongfully, to damages
for breach of the agreement.

The partners who have not caused the dissolu-
tion wrongfully, if they all desire to continue
the business in the same name, either by them-
selves or jointly with others, may do so, during
the agreed term for the partnership and for
that purpose may possess the partnership prop-
erty, provided they secure the payment by
bond approved by the court, or pay to any
partner who has caused the dissolution wrong-

(b)

fully, the value of his interest in the partner- -

ship at the dissolution, less any damages re-
coverable under clause (2all) of this section,
and in like manner indemnify him against all
present or future partnership liabilities.

A partner who has caused the dissolution
wrongfully shall have:

I. If the business is not continued under the pro-
visions of paragraph (2b) all the rights of a
partner under paragraph (1), subject to clause
(2all), of this section,

(c)
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II. If the business is continued under paragraph
(2b) of this section the right as against his

co-partners and all claiming through them in

- respect of their interests in the partnership, to
have the value of his interest in the partner-
ship, less any damages caused to his co-part-
ners by the dissolution, ascertained and paid to
him in cash, or the payment secured by bond
approved by the court, and to be released from
all existing liabilities of the partnership; but
in ascertaining the value of the partner’s inter-
est the value of the good-will of the business
shall not be considered. (’21 c. 487 § 38)

7422. Rights where partnership is ‘dissolved for
fraud or misrepresentation—Where a partnership con-
tract is rescinded on the ground of the fraud or mis-
representation of one of the parties thereto, the party
entitled to rescind is, without prejudice to any other
right, entitled, .

(a) To a lien on, or right of retention of, the sur-
plus of the partnership property after satis-
fying the partnership liabilities to third per-
sons for any sum of money paid by him for
~the purchase of an interest in the partnership

and for any capital or advances contributed by
him; and
To stand, after all liabilities to third persons
have been satisfied, in the place of the creditors
of the partnership for any payments made by
him in respect of the partrership liabilities;
and :

(b)

(c)
fraud or making the representation against all
debts and liabilities of the partnership. ('21 c.
487 § 39)

7423. Rules for distribution—In settling accounts
between the partners after dissolution, the following
rules shall be -observed, subject to any agreement to
the contrary:

(a) The assets of the partnership are;
I. The partnership property,

II. The contributions of the partners necessary for
the payment of all the liabilities specified in
clause (b) of this paragraph.

(b) The liabilities of the partnership shall rank in

order of payment, as follows:
I. Those owing to creditors other than partners,
II. Those owing to partners other than for capi-
tal and profits,
Those owing to partners in respect to capital,
Those owing to partners in respect of profits.
The assets shall be applied in the order of their
-declaration in clause (a) of this paragraph to
the satisfaction of the liabilities.
The partners shall contribute, as provided by
section 18 (a) the amount necessary to satisfy
the liabilities; but if any, but not all, of the
partners are insolvent, or, not being subject to
process, refuse to contribute, the other partners
shall contribute their share of the liabilities,
and, in the relative proportions in which they
share the profits, the additional amount neces-
sary to pay the liabilities
An assignee for the benefit of creditors or any
person appointed by the court shall have the
right to enforce the contributions specified in
clause (d) of this paragraph.

III.
Iv.
(e)

(d)

(e)

(£)
have the right to enforce the contributions
specified in clause (d) of this paragraph, to the
extent of the amount which he has paid in ex-
cess of his share of the liability.

1020
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(g) The individual property of a deceased partner
shall be liable for the contributions specified in
clause (d) of this paragraph.

(h) When partnership property and the individual
properties of the partners are in the possession
of a court for distribution, vartnership cred-
itors shall have priority on partnership prop-
erty and separate creditors on individual prop-
erty, saving the rights of lien or secured cred-
itors as heretofore.

(i) Where a partner has become bankrupt or his
estate is insolvent the claims against his sep-

. arate property shall rank in the following or-
der:
I. Those owing to separate creditors,

II. Those owing to partnership creditors,

III. Those owing to parthers by way of -contribu-
tion. (21 ¢. 487 § 40)

7424. Liability of- persons continuing the business
in certain cases—(1) When any new partner is ad-
mitted into an existing partnership, or when any part-
ner retires and assigns (or the representative of the
deceased partner assigns) his rights in partnership
property to two or more of the partners, or to one or
more of the partners and one or more third persons,
if the business is continued without liquidation of the
partnership affairs, creditors of the first or dissolved
partnership are also creditors of the partnership so
continuing the business.

(2) When all but one partner retire and assign
(or the representative of a deceased partner assigns)
their rights in partnership property to the remaining
partner, who continues the business without liquida-
tion of partnership affairs, either alone or with others,
creditors of the dissolved partnership are also cred-
itors of the person or partnership so continuing the
business. )

(3) When any partner retires or dies and the busi-
ness of the dissolved partnership is continued as set
forth in paragraphs (1) and (2) of this section, with
the consent of the retired partners or the representa-
tive of the deceased partner, but without any assign-
ment of his right in partnership property, rights of
creditors of the dissolved partnership and of the cred-
itors of the person or partnership continuing the busi-
ness shall be as if such assignment had been made.

(4) When all the partners or their representatives
assign their rights in partnership property to one or
more third persons who promise to pay the debts and
who continue the business of the dissolved partner-
ship, creditors of the dissolved :partnership are also
creditors of the person or partnership continuing the
business.

() When any partner wrongfully causes a dissolu-
tion and the remaining partners continue the business
under the provisions of section 38 (2b), either alone
or with others, and without liquidation of the partner-
ship affairs, creditors of the dissolved partnership are
also creditors of the person or partnership continuing
the business.

(6) When a partner is expelled and the remaining
partners continue the business either alone or with
others, without liquidation of the partnership affairs,
creditors of the dissolved partnership are also creditors
of the person or partnership continuing the business.

(7) The liability of a third person becoming a
partner in the partnership continuing the business, un-
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der this section, to the creditors of the dissolved part-
nership shall be satisfied out of partnership property
only.

(8) When the business of a partnership after dis-
solution is continued under any conditions set forth
in this section the creditors of the dissolved partner-
ship, as against the separate creditors of the retiring
or deceased partner or the representative of the de-
ceased partner, have a prior right to any claim of the
retired partner or the representative of the deceased
partner against the person or partnership continuing
the business, on account of the retired or deceased
partner’s interest in the dissolved partnership or on
account of any consideration promised for such inter-
est or for his right in partnership property.

(9) Nothing in this section shall be held to modify
any right of -creditors to set aside any assignment on
the ground of. fraud.

(10) The use by the person or partnership contin-
uing the business of the partnership name, or the

- name of a deceased partner as part thereof, shall not

of itself make the individual property of the deceased
partner liable for any debts contracted by such person
or partnership. (’21 c. 487 § 41)

7425. Rights of retiring or estate of deceased part-
ner when the business is continued—When any partner
retires or dies, and the business is continued under any
af the conditions set forth in section 41 (1, 2, 3, 5, 6),
or section 38 (2b), without any settlement of accounts
as between him or his estate and the person or part-
nership continuing the business, unless otherwise
agreed, he or his legal representative as against such
persons or partnership may have the value of his in-
terest at the date of dissolution ascertained, and shall
receive as an ordinary creditor an amount equal to the
value of his interest in the dissolved partnership with
interest, or, at his option or at the option of his legal
representative, in lieu of interest, the profits attribut-
able to the use of his right in the property of the dis-
solved partnership; provided that the creditors of the
dissolved partnership as against the separate creditors,
or the representative of the retired or deceased part-
ner, shall have priority on any claim arising under
this section, as provided by section 41 (8) of this act.
(’21 c. 487 § 42)

7426. Accrual of actions—The right to an account
of his interest shall acerue to any partner, or his legal
representative, as against the winding up partners or
the surviving partners or the person or partnership
continuing the business, at the date of dissolution, in
the absence of any agreement to the contrary. (’21
c. 487 § 43)

PART VII.
MISCELLANEOUS PROVISIONS

7427. When act takes effect—This act shall take
effect on the first day of June one thousand nine hun-
dred and twenty-one. (’21 c. 487 § 44)

7428. Legislation repealed—All acts or parts of
acts inconsistent with this act are hereby repealed,
except sections: 7916 and 7917, General Statutes, 1918,
and all parts thereof, which shall remain in full force
and effect and apply to joint obligations arising under
this Aet: (’21 c. 487 § 45)



