

Partnership Agreement Instruction Sheet

Please complete this form to give us the information we need to prepare your Partnership Agreement. There is no need to duplicate information where 'see above' etc will do. If necessary, please use a separate sheet. 

Contact details 

Name


Address





Email


Telephone


1. Background

A Partnership Agreement may be needed for a brand new business, or for an existing partnership, or where a sole trader (someone on business on their own) takes on a new partner.

1.1. Is this a new business?  


Yes/No

(If yes, please go to question 2.1.) 

1.2. OR If not a new business, is it an existing partnership which now needs a partnership agreement? 

If so, how long has it been in existence?




1.3. OR, is it an existing business and a new partner is joining?

If so, who are the existing owners of the business, how long has it been running and who is the new partner?


1.4. Are there any other similar circumstances that may be relevant?

 


2. Firm details

2.1. Partnership name




2.2. Type of business




2.3. Business address











3. Leaving the partnership

3.1. What period of notice must a partner give if wanting to leave?


3.2. Should a partner be liable to be expelled for good reason?


3.3. If a partner leaves or dies, should the remaining partner(s) be able to continue the business and buy out the outgoing partner's share for a fair price?


3.4. If so, should they be given time to pay and, if so, how long?




3.5. Should a partner who retires or is expelled be subject to a restriction on being involved in the same line of business?

If so, bearing in mind that such restrictions are only enforceable if reasonable, for how long a time and over what geographical area?


4. Partners' details

Please complete details for each partner in a separate box

There is no need to duplicate information where 'see above' etc will do. If necessary, please use a separate sheet. 

Partner 1

4.1. Name


4.2. Address














4.3.Profit share (fraction or percentage


4.4. Capital contributed

(see notes)
£

4.5. If any of the capital is being contributed in any form other than cash, please give details.

(see notes)


Partner 2

4.1. Name


4.2. Address














4.3.Profit share (fraction or percentage


4.4. Capital contributed

(see notes)
£

4.5. If any of the capital is being contributed in any form other than cash, please give details.

(see notes)


Partner 3. 

4.1. Name


4.2. Address














4.3.Profit share (fraction or percentage


4.4. Capital contributed

(see notes)
£

4.5. If any of the capital is being contributed in any form other than cash, please give details.

(see notes)


Partner 4

4.1. Name


4.2. Address














4.3.Profit share (fraction or percentage


4.4. Capital contributed

(see notes)
£

4.5. If any of the capital is being contributed in any form other than cash, please give details.

(see notes)


Partnership Agreement Instruction Sheet

Notes

Most of the information required is quite straightforward, but the following notes may help. If you need any further help, please contact one of our expert staff.

3. Leaving the partnership

3.1. Partner giving notice to leave the partnership (retire)

'Retirement' here means retirement from the partnership and does not relate to the partner's age. Anything from one month to six months notice is typical.

3.2. Expulsion

Expulsion provisions are often included in partnership agreements, allowing a partner to be expelled for causes such as serious or persistent breaches of the Partnership Agreement or conduct likely to have a serious adverse effect on the partnership business. 

3.3. Right to continue the business and buy out the outgoing partner

Without such a provision, the partnership will be dissolved and the business sold.

The usual arrangements are that, if a partner retires or expelled, the remaining partner or partners then have the option to continue running the business and to buy out the partner who has left. The same provisions usually apply if a partner dies or is made bankrupt. 

3.4. Payment over a period

The more successful and so the more valuable the business becomes, then the more money the remaining partner or partners will have to find to buy out the partner who has left. Having a period of time to pay makes it easier to buy off the outgoing partner. A typical period can be anything from one to five years.

3.5. Restraint clauses

If a partner chooses to leave the partnership or is expelled, the agreement will often then restrain him or her from being in business in direct competition with the partnership. Such clauses are only enforceable to the extent that they are reasonable, so they will be limited to a set period of time and geographical area (usually a radius of so many miles from the partnership premises.

4.4. Capital contributions

New business

In nearly all cases when a new partnership is set up, the parties have to put some money into the business to get is started. A typical arrangement is that the two partners agree to put in £1,000 each, which is paid into the partnership bank account. Each partner's capital is then £1,000, and they own the firm equally.

The contributions do not have to be equal. If they are not equal, the partners often share profits in proportion to their capital, but this does not have to be the case. 

Existing business

If the partnership agreement is for an existing partnership business (and the partners remain the same) there will be a record of any capital contributions in the existing accounting records, and the Agreement will refer to these. In this case, there is no need to state the amount in the answers to this questionnaire.

New partner coming into an existing business

Where the Agreement is being drawn up where a new partner is coming into an existing business, the new partner is probably contributing cash (but not necessarily) and the existing owner (whether sole owner or partners) will already have capital in the business, as shown on the existing accounting records. Again, the Partnership Agreement should record these arrangements. 

4.5. Capital contributions not in cash

The contributions to capital are usually cash, but they do not have to be. One might put in £1,000 cash and the other one some computer equipment which the parties agree is worth £1,000 (or whatever). If the computer equipment is transferred over to the business (so that the partnership owns the computer) the partner who owned the computer and the one who put cash in both have capital of £1,000 in the business. 

If in doubt about the exact financial position, we recommend that you seek advice from an accountant.

If you need any help with any of these matters, please feel free to contact us

1 Saville Chambers, North Street, Newcastle upon Tyne, NE1 8DF

Tel: 0191 261 5545  Fax: 0191 261 4077  E-mail: sales@incorporationservices.co.uk

Registered in England, company number 2689833

Websites: www.incorporationservices.co.uk and www.companylawclub.co.uk
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