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Problem:   
How to  S t ruc ture  and Va lue  Fami ly  L imi ted  Par tnersh ips

A s ign i f icant  par t  o f  our  pract ice  addresses  the  va lue  o f  minor i ty  l imi ted  
par tnersh ip  in teres ts .  P roper ly  p lanned wi th  an  appropr ia te  bus iness  pur-
pose and by  sk i l led  lega l  counse l , a  fami ly  l imi ted  par tnersh ip  can prov ide  
a  veh icle  fo r  fami ly  asset  management  and es ta te  tax  min imiza t ion .  In  two 
recent  cases , we va lued non-marketab le  l imi ted  par tnersh ip  or  l imi ted  l i -
ab i l i t y  corpora t ion  in teres ts  wi th  spec i f ic  re ference to  the  ac tua l  fac ts  and 
c i rcumstances  o f  the  par tnersh ip  and opera t ing  agreements .

Each fami ly  t ransfer red  between $8.0  and $12.0  mi l l ion  o f  assets  to  the  
Par tnersh ip  /  LLC, genera l l y  cons is t ing  o f  a  por t fo l io  o f  marketab le   
secur i t ies , d i rec t ly  owned rea l  es ta te  and investments  in  o ther   
par tnersh ips  ( rea l  es ta te ) .  

ABA Approach and Solut ion
Using ( i )  wha t  we ca l l  the  spec i f ic  fac tor  ra t ing  sys tem benchmarked to  es-
tab l i shed marketab i l i t y  and lack  o f  cont ro l  s tud ies ;  ( i i )  the  Mercer  Quant i ta-
t i ve  Marketab i l i t y  D iscount  Mode l  (“QMDM”) ;  ( i i i )  the  Kam/Schroeder  s tud-
ies ;  ( i v )  Par tnersh ip  Pro f i les ;  and (v )  o ther  pub l ished s tud ies , ABA prov ides  
a  reasoned and reconc i led  es t ima te  o f  the  combined ad jus tment  fo r  d i f fe r-
ences  in  degree  o f  marketab i l i t y  and cont ro l  re la t i ve  to  the  sub jec t  minor i ty  
in teres t  be ing  appra ised.  Essent ia l l y, we approach the  prob lem f rom four  
d i f fe rent  v iewpoin ts  and then synthes ize  and reconc i le  our  f ina l  es t ima te  
wi th  we l l - reasoned and documented op in ion .

In  each case, the  fami l ies  l iked the  concept  and resu l t  so  much tha t   
add i t iona l  assets  were  la ter  cont r ibuted  and the  fami ly  l imi ted  par tnersh ip  
became the  veh icle  fo r  es ta te  management , asset  t rans i t ion  and  
wea l th  t ransfer.

In  our  exper ience, a  reasoned and wel l -documented appra isa l  repor t  p re-
pared by  a  qua l i f ied  pro fess iona l  appra iser  car r ies  s ign i f icant  we ight  and 
is  mean ingfu l  to  the  IRS.  Our  exper ience suggests  tha t  the  range o f  the  
combined ad jus tment  (d iscount )  fo r  d i f fe rences  in  degree  o f  marketab i l i t y  
and cont ro l  i s  f rom 40% -  52%.  Of  course , each c i rcumstance and par tner-
sh ip  i s  un ique and shou ld  be  eva lua ted as  such.
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