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PTN001  Partnership Agreement 
 
This agreement is dated:      [date] 
 
It is made between  [partner 1]     of 
 
[address]        (“Mr/s name”) and 
      
[partner 2]        of 
 
[address]        (“Mr/s name”). 
 
[If more, they may be listed down the page, names at left, addresses at right.] 
 
These are the terms of this agreement: 
 
1 Interpretation 
 

“Accountants”    means [name and address] 
or such other firm of accountants as the Partners 
appoint; 

 
“ Accounting Date”   means [date] each year; 

 
“ Accounting Period”  means the period of 12 months to which the 

Partnership accounts are made up each year; 
 

“Continuing Partners”  means the Partners who continue to be members of 
the Partnership after a Succession Date; 

 
“Outgoing Partner”  means a Partner who ceases to be a member of the 

Partnership for any reason; 
 

“Partner”  means a party to this agreement and any other 
person who is admitted to the Partnership in the 
future; 

 
“Partnership” means the partners, in business, as regulated by this 

agreement; 
 

“Succession Date”  means a date on which an Outgoing Partner ceases, 
or is deemed under this agreement to cease, to be a 
Partner. 

 
 
2 Business of the Partnership 
 

2.1 The Partners are partners in the business of [business] 
 

2.2 The Partners shall at all times conform to the rules and regulations of 
[professional or trade body] 
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3 Firm name and location 
 

3.1 The Partnership business shall be carried on under the name: 
[insert]  

 
3.2 The principal place of business of the Partnership shall be: 

[insert]  
 
 
 
4 Duration 
 

The Partnership shall continue until [date] unless terminated by a provision of 
this agreement. 

 
5 Partnership shares 
 

The partners shall share profits and losses in the following proportions: 
 

[name]    xx% 
[name]    yy% 
[name]    zz% 

   
 
6 Partnership property 
 

6.1   All the assets used in the Partnership business are Partnership property 
and   belong to the Partners in the proportions in which they share the 
profits of the Partnership business. 

 
6.2 The business premises of the Partnership are held by the Partners as 

Partnership property. The cost of all rent, rates, repairs, insurance and 
other outgoings and expenses relating to the premises and to any other 
premises acquired for the purpose of the Partnership business shall be 
borne by the Partnership. 

 
 
7 Capital 
 

7.1 The capital of the Partnership shall belong to the Partners in the 
proportions in which it has been contributed. 

 
7.2 Each of the Partners shall be entitled to interest at the rate of 5% per year 

on the amount of his Partnership capital to be calculated on a day to day 
basis and to be paid or payable each year before calculation of profit 
shares. 

 
 
8 Profits and losses 
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8.1 The profits or losses of the Partnership for each Accounting Period shall 
allocated to the partners in the proportions set out above. 

 
8.2 If in an Accounting Period a Partner draws more than his share of profit 

for that period, or if the Partnership Business makes a loss, he shall 
immediately repay the excess together with his share of the loss. 

 
 
9 Drawings 
 

Each Partner shall be entitled to draw out of the Partnership Business each 
month, on account of his share of the profits, whatever sum the partners have 
decided.  However, allowance must be made for all of the current expenses and 
liabilities of the Partnership before a Partner draws any such money. 

 
 
10 Loans to the Partnership 
 

10.1 If a Partner, with the consent of the other Partners, lends a sum of money 
to the Partnership in excess of his due contribution to capital, the loan 
shall be a debt due from the Partnership to him and shall carry interest, 
calculated on a day to day basis at the rate of [ 5 ]% per year and payable 
yearly on each Accounting Date. 

 
10.2 The sum loaned shall not be deemed to be an increase in the Partner’s 

capital or entitle him to an increased share in the profits of the Partnership 
Business. 

 
10.3 A loan must be repaid, together with accrued interest, on not less than 6 

months’ notice in writing by the Partner who made the loan. 
 
 
11 Banking arrangements 
 

11.1 The bankers of the Partnership shall be       Bank plc. 
 

11.2 All Partnership money shall be paid into the Partnership bank account as 
it is received. 

 
11.3 Partnership cheques shall require the signature of any two Partners. 

 
 
12 Records and accounts 
 

12.1 Proper books of account shall be kept by the Partners.  Each partner shall 
be responsible for the proper recording of transactions intitiated by him. 

 
12.2 As soon as practicable after each Accounting Date, a balance sheet and 

profit and loss account shall be prepared.  The balance sheet and profit 
and loss account shall be prepared and audited by an accountant and 
shall be signed by all the Partners. When signed, they shall be binding on 
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the Partners except for any obvious error which has been identified within 
three months after signature. 

 
12.3 Each Partner shall be entitled to draw out of the Partnership bank account 

any undrawn balance of his share of the profits shown in the profit and 
loss account. 

 
 
13 Meetings and voting 
 

13.1 A general meeting of the Partners shall be convened each month to 
consider the business and affairs of the Partnership. 

 
13.2 Notices of meetings of the Partnership shall specify the place, day and 

hour of the meeting and shall contain a statement of the matters to be 
discussed. 

 
13.3 The Partners shall open the proceedings at each meeting by voting for 

who shall be chairman of that meeting.  In the absence of agreement the 
chairmanship shall rotate around the Partners in turn starting with the 
Partner holding the largest Partnership share.  The chairman shall not be 
entitled to any casting vote. 
OR 

13.4 The chairman of the meeting shall be [name]. 
 

13.5 All matters considered at a meeting of the Partners or to be determined by 
the Partners shall be decided by a majority vote [calculated by weight of 
Partnership share] except that the following matters shall require a 
unanimous agreement of all the Partners: 

 
13.5.1 borrowing any sum in excess of £00,000; 
13.5.2 increasing the capital of the Partnership Business; 
13.5.3 introducing into the Partnership a new Partner (whether profit 

sharing, salaried or otherwise); and 
13.5.4 amending this agreement. 

 
13.6 A Partner may appoint another Partner as his proxy to vote on his behalf 

on a resolution. To be effective, the proxy form must be given to the other 
Partners not less than 2 hours before the time for holding the meeting. 

 
13.7 The quorum for a meeting shall be 2 Partners entitled to not less than 50 

per cent of the total voting rights of the Partners. If a quorum is not 
present within fifteen minutes of the time for which the meeting is 
convened, the meeting must be cancelled. 

 
13.8 Minutes shall be taken of all meetings of Partners and (subject to any 

agreed amendments) shall be approved and signed by the chairman of 
the next following meeting. The minutes, when signed, shall be binding on 
all the Partners. 
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14 Holidays 
 

Each Partner shall be entitled (in addition to public holidays) to holidays not 
exceeding [  5 ] weeks in each Accounting Period. Not more than ten 
consecutive working days’ holiday shall be taken at any one time. 

 
 
15 Absence 
 

If, in any Accounting Period, a Partner is absent from Partnership business as a 
result of illness or injury for more than 56 days in total, his entitlement to his 
share of profit for that Accounting Period (but not for determining his liability for 
losses) shall be reduced pro rata with the period of his absence.  

 
 
16 Cars 
 

All cars required for the purposes of the Partnership business shall be 
purchased by or leased to the Partnership. The cost of all repairs, maintenance, 
insurance, VAT and tax shall be borne by the Partnership. 

 
 
17 Insurance 
 

All buildings, machinery, office equipment and other assets of the Partnership of 
an insurable nature shall, at the cost of the Partnership, be kept insured to their 
full replacement value with reputable insurers. 

 
 
18 Good faith 
 

Each Partner shall at all times: 
 

devote his whole time and attention to the business of the Partnership and use 
his best skills and endeavours to carry it on for the benefit of the Partnership; 

 
conduct himself in a proper and responsible manner; and 

 
use his best endeavours to promote the Partnership business. 

 
 
19 Partnership policies 

 
19.1 The Partnership shall maintain policies on, among other things: 

health and safety policy  
equal opportunities and non-harassment policy 
Computer use, Internet and communications policy 
Partnership vehicles policy 
data protection policy 
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19.2 Insofar as any of these policies imposes an expectation of behaviour on a 
Partner as a staff member, each Partner now agrees that he will comply 
fully and accepts that a serious breach of any policy will be a breach of 
this agreement.  

 
19.3 You accept the importance for the Partnership in maintaining and 

enforcing fully up-to-date policies and you agree to watch vigilantly for 
any breach of any policy by any employee and to take appropriate action 
whenever a breach is discovered. 

 
 
 
20 Restrictions on partners 
 

No Partner shall without the prior written consent of the other Partners: 
 

20.1 engage directly or indirectly in any business other than that of the 
Partnership; 

 
20.2 engage or dismiss any employee of the Partnership; 

 
20.3 use any of the assets of the Partnership or pledge its credit otherwise 

than in the ordinary course of business and for the benefit of the 
Partnership; 

 
20.4 compromise or release any debt due to the Partnership; 

 
20.5 lend money or give credit on behalf of the Partnership; 

 
20.6 buy or contract for any goods, services or property on behalf of the 

Partnership involving a total commitment of more than £0,000; or lease 
any asset for an amount involving more than £0,000 per annum or £0,000 
over the term of the lease; 

 
20.7 give any guarantee on behalf of the Partnership; 

 
20.8 enter into any bond or become bail, surety or security with or for any 

person, firm or company or do or knowingly cause or suffer to be done 
anything if, as a result, any Partnership property may be taken in 
execution or otherwise endangered; 

 
20.9 enter into partnership with any other person, firm or company. 

 
 
21 Continuation of Partnership 
 

When a Partner dies or ceases to be a Partner for any reason:  
 

21.1 the Partnership shall not terminate as between the Continuing Partners; 
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21.2 the Continuing Partners shall continue in Partnership upon the terms of 
this agreement; 

 
21.3 the provisions of the schedule shall apply. 

 
 
22 Expulsion 
 

22.1 If a Partner (the “Partner in breach”) behaves in a way or finds himself in a 
position so unacceptable as to go to the root of this contract, then the 
other Partners may by unanimous vote, expel him from the Partnership by 
the following procedure: 

 
22.2 The other Partners shall give written notice to the Partner in breach 

referring to this paragraph and specifying in detail the actions complained 
of and inviting a response in writing within 7 days. 

 
22.3 The notice given to the Partner in breach may include a condition that he 

must exclude himself from all business of the Partnership until the 
question of his expulsion has been resolved. 

 
22.4 Immediately the response has been received, the Partners shall call a 

meeting to discuss the breach and the response.  The defaulting Partner 
may be represented at the meeting by some other person if he so 
chooses. 

 
22.5 Within 48 hours of the termination of the meeting, the Partners shall notify 

the Partner in breach by notice in writing signed by all of them, of their 
decision as to whether or not he should be expelled from the Partnership. 

 
22.6 If the Partner in breach does not retire within 7 days after the notice is 

given, he shall be deemed to have retired. 
 

22.7 If the Partnership delays in exercising this right of termination that does 
not mean the Partnership has waived its right. 

 
22.8 Here are examples of behaviour that would justify expulsion: 

 
22.8.1    theft, fraud or deliberate falsification of records; or 
22.8.2    physical violence; or 
22.8.3    serious bullying or harassment; or 
22.8.4    bringing the Partnership into serious disrepute; or 
22.8.5    incapability whilst at work brought on by alcohol or illegal  drugs; 

or 
22.8.6    serious negligence which causes or might cause unacceptable 

loss, damage or injury; or 
22.8.7     serious infringement of health and safety rules; or 
22.8.8     failure to comply with the terms of this agreement in a serious 

way; or 
22.8.9     brought alcohol or illegal drugs onto the Partnership’s premises; 

or 
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22.8.10  being unable to make his proper contribution to the Partnership 
Business through illness, injury or for any other reason, for 26 
weeks in any year; or 

22.8.11 being bankrupt; or 
22.8.12 being a patient under any statute relating to mental health; or 

22.8.13 fails to pay any monies owing by him to the Partnership within 
60 days of being requested in writing by the other Partners to 
do so; or 

22.8.14 is guilty of conduct likely to have a serious adverse effect on 
the Partnership business; or 

22.8.15 absents himself from the business of the Partnership without 
proper cause for more than 2 months in any period of twelve 
months;  

 
 
23 Termination of the Partnership 

23.1 Upon the termination of the Partnership the Partners shall sell all of the 
tangible and intangible assets of the Partnership, discharge the liabilities 
of the Partnership and order the preparation of final accounts. 

 
23.2 Each Partner now agrees to use his best endeavours to assist in every 

way in the realisation of the Partnership assets   
 

23.3 The cash residue shall be applied by paying to each Partner: 
 

23.3.1 any unpaid profits which are due to him; 
23.3.2 his share of the Partnership capital; 
23.3.3 his share of any balance in the same proportion as he was, at the 

date of termination, entitled to share the profits of the Partnership. 
 

23.4 If the cash from the realisation is inadequate to make the above 
payments, then the available money will be divided among the Partners 
the proportion to their Partnership shares. 

 
24 After termination 

Each partner hereby covenants with the others that after he is no longer a 
Partner, he will: 

 
24.1 Each partner hereby covenants with the others that after he is no longer a 

Partner, he will: 
not from that time represent to anyone that he is still a Partner or 
associated with it; 
 

24.2 concur and assist in the transfer of any intellectual property of the 
Partnership into the names requested by the Continuing Partners; 

 
24.3 return to the Partnership without request all property owned by the 

Partnership whether or not he perceives such property to have value; 
 

24.4 provide without request, a list of all passwords and other critical 
information which is not or may not be known to the other Partners; 
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24.5 delete all data relating to the Partnership or the Partnership Business 

from any computer disks, tapes or other media owned or controlled by 
him. 

 
 
25 Agreement is divisible 
 

Each sub paragraph in this agreement is independent and severable from each 
other paragraph and therefore separately enforceable.  If any restriction is 
unenforceable for any reason but would be enforceable if part of the wording 
were deleted, it will apply with such deletions as may be necessary to make it 
valid and enforceable. 

 
 
26 Notices and service ] 

26.1 Any notice or other information required or authorised by this agreement 
to be given by any party to any other may be given by hand or sent by first 
class pre-paid post,  or electronic means to the other party at the address 
last provided for that type of communication. 

 
26.2 Any notice or other information given by post shall be deemed to have 

been given on the next / seventh day after it was posted; and proof that 
the envelope containing any such notice or information was properly 
addressed, pre-paid, registered and posted, or that it has not been so 
returned to the sender, shall be sufficient evidence that it has been duly 
given. 

 
26.3 Any notice or other information sent by electronic means, shall be deemed 

to have been duly sent on the date of transmission unless the sender or 
receiver is able to provide evidence of later delivery or of transmission 
problems delaying delivery. 

 
 
27 Waiver 
 

The failure by either party to enforce at any time or for any period any one or 
more of the terms or conditions of this Contract shall not be a waiver of them or 
of the right at any time subsequently to enforce all terms and conditions of this 
Contract. 

 
 
28 Dispute Resolution 
 

In the event of a dispute arising out of or in connection with this agreement and 
which has not been resolved following discussions and negotiations between the 
Partners then  they undertake to attempt to settle the dispute by engaging in 
good faith with the other in a process of mediation before commencing 
arbitration or litigation. 

 
 



Copyright Andrew Taylor and Net Lawman Ltd 2002-05 

 
10 

29 Jurisdiction 
 

This Contract shall be interpreted according to the Laws of England and the 
parties agree to submit to the exclusive jurisdiction of the English courts. 

 
 
 

 
 
Signed by [name]:   Signature: 
 

Signed by [name]:   Signature: 
 

Signed by [name]:   Signature:  
 

Signed by [name]:   Signature: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Net Lawman Ltd 
a@NetLawman.co.uk 
01246  563618 
Copyright Andrew Taylor 2002 
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The schedule: Additional provisions applying when a partner leaves 
 
 
30 Accounts to be prepared 
 

Where a Partner dies or ceases to be a Partner for any other reason, a balance 
sheet as at the Succession Date and a profit and loss account for the period 
from the immediately preceding Accounting Date down to the Succession Date 
(together the “Termination Accounts”) shall be prepared by accountants as soon 
as practicable. 

 
 
31 Valuation of property 
 

If so requested by the Outgoing Partner or the Continuing Partners within three 
months from the Succession Date, any freehold or leasehold property comprised 
in the Partnership property shall be valued as at the Succession Date by a 
valuer agreed upon by the Outgoing Partner and the Continuing Partners (or, in 
default of agreement, a valuer appointed by the accountants). The expense of 
the valuation shall be borne as to half each by the Outgoing Partner and by the 
Continuing Partners. 

 
 
32 Value of work-in-progress 
 

In preparing the Termination Accounts the accountants shall value all 
work-in-progress at the Succession Date and provide for bad or doubtful debts, 
in accordance with the practice of the Partnership. 

 
 
33 Outgoing partner’s undrawn profits and capital 
 

33.1 Following the preparation of the Termination Accounts the following sums 
shall be paid to the Outgoing Partner by six half-yearly instalments, the 
first of which shall be paid on completion of the Termination Accounts: 

 
33.2 Any undrawn balance of the Outgoing Partner’s share of the profits of the 

Partnership as at the Succession Date as shown by the Termination 
Accounts but after making provision for his share of the tax on those 
profits; 

 
33.3 The amount shown standing to the credit of the Outgoing Partner’s capital 

account in the Termination Accounts; 
 

33.4 a proper sum as represents the appropriate proportion of the value of any 
property based on a current or recent valuation; 

 
33.5 If the Termination Accounts show a loss, the Outgoing Partner shall pay 

to the Partnership on completion of the Termination Accounts his share of 
the loss as shown in the Termination Accounts. 
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33.6 Each instalment payable as above shall bear interest at the rate of 4% 

over base rate of the Bank of England, calculated from the date of 
completion of the Termination Accounts until actual payment. 

 
33.7 If an instalment is in arrear for more than 3 months, the whole amount, or 

the balance of the instalment outstanding, shall immediately become 
payable together with interest calculated as above. 

 
33.8 If the Outgoing Partner has been expelled from the Partnership, there 

shall be deducted from any amount due to him the full cost and expense 
of the Partnership in satisfying any claim by any other person; such claim 
being based on the same act or omission as formed the principal reason 
for his expulsion. 

 
 
34 Debts and liabilities 
 

The Continuing Partners shall pay and discharge, and indemnify the Outgoing 
Partner against, all debts and liabilities of the Partnership, and all costs, claims 
and liabilities arising from them, as at the Succession Date, other than a debt or 
liability in respect of income or other tax attributable to the Outgoing Partner’s 
share of the profits of the Partnership; 

 
 
35 Tax election 
 

The Outgoing Partner shall, on the written request of the Continuing Partners, 
sign a notice of election which when given, will determine whether or not the 
Partnership is treated as discontinued or as a new business for the purposes of 
liability to income tax.  If the Outgoing Partner satisfies the accountants that, as 
a result of the notice of election, his liability to income tax has been increased, 
the Continuing Partners shall pay or reimburse the amount by which the liability 
has been shown to the satisfaction of the accountants to have increased. 

 
 
36 Books of account and other documents 
 

The Outgoing Partner shall deliver to the Continuing Partners all books of 
account, records, letters and other documents in his possession relating to the 
Partnership business. During the period of 18 months following his retirement, 
the Outgoing Partner or his duly authorised agent shall be permitted to inspect 
by appointment the books of account, records, letters and other documents of 
the Partnership business insofar as they relate to any period ending on or before 
the Succession Date and to take copies at the expense of the Partnership but he 
may not remove any of them from the premises of the Partnership. 

 
 
37 Power to get in assets and further assurance 
 



Copyright Andrew Taylor and Net Lawman Ltd 2002-05 

 
13 

The Outgoing Partner shall sign and execute all such documents and do 
whatever else the Continuing Partners reasonably request for the purpose of 
enabling them to recover the outstanding assets of the Partnership or for the 
purpose of transferring to the Continuing Partners any Partnership property 
which, on the Succession Date, is vested in the Outgoing Partner as one of the 
Partners or in trust for the Partnership. 

 
 
38 Restriction 
 

The Outgoing Partner shall not during the period of 24 months after the 
Succession Date: 
 

38.1 solicit the business of any person, firm or company, who is or was a 
customer of the Partnership in the period of one year immediately prior to 
the termination date; 

 
38.2 conduct any business competitive with the business of the Partnership 

within a radius of 10 miles from any Partnership premises; 
 

38.3 employ any person who was employed by the Partnership during the 
period of one year immediately prior to the termination date; 

 
These restrictions apply to the Outgoing Partner and he shall be personally 
liable; whether he is in breach of this agreement or as employee or agent of 
some other person. 
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Explanatory notes on document ref  PTN001     Partnership Agreement 
 
These notes are by way of explanation of your document.  They do not constitute 
advice as to the circumstances in which the document should be used or as to terms 
that should be deleted or changed.   
 
Help with this document 
 
If you would like simple help in completing some part of the document, by all means 
telephone or e-mail us.  We shall provide up to five minutes advice free of charge.  
Please read these notes carefully before contacting us. 
 
If you would like us to check your changes or to add new provisions or you just want 
more detailed advice, we shall be pleased to help you through our paid advice scheme.  
It is very simple.  Just make a payment at http://www.netlawman.co.uk/account-
topup.php   The minimum initial payment is £120, which pays for one hours work.  A 
few small amendments will probably cost £50, so you will have money back.  More 
substantial alterations may cost £300.  We repay any excess immediately we have 
completed the work for you.  Full details of how we charge are at 
http://www.netlawman.co.uk/how-we-charge.php   
 
 

Our contact details are: 
 

Net Lawman Limited 
Rainbow’s End 
Barnes Lane 
Wellingore 
LN5 0JB 
E-mail: andrew@NetLawman.co.uk   

 
 
Copyright 
All documents are copyright Net Lawman Ltd, 2002-2005.  Documents may be 
enlarged, reduced or otherwise edited, but we ask you please to keep the copyright 
notice in place so far as that does not inconvenience your use of the document. If you 
want to remove it, then you may do so. 
 
The license to use the document is effective for use by one organisation only, as often 
as you like. 
 
 
 
The notes 
 
39 Unlike a company structure, a partnership agreement is whatever the partners make 

of it.  This document is suitable for most partnerships of 2 or more people.  For 
larger numbers however, you may need provision for partnership management. 
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40 Because the Partnership Act 1890 applies in the absence of agreement, it is 
important to include full and detailed provisions, particularly as to termination.  It is 
only when a partner leaves that the value of the agreement is really proved.  It is 
therefore essential that you work through a number of different scenarios with 
regard to partners falling out so as to cover all the most likely scenarios.  This 
agreement favours neither the remaining partners, nor one who decides to go, but 
the balance could easily be changed. 

 
41 The agreement provides written evidence to any third party authority as to your 

business arrangements.  You will have difficulty in persuading the Court or the 
Inland Revenue that you are really in business under different terms than those set 
out in your agreement.  If the terms change over time it is therefore important to 
produce a new agreement. 

 
42 If you need a new agreement you can provide one by changing this version, with a 

new date, and signing it afresh.  However, do consult your accountant before you 
do so, to make sure there are no unfavourable tax repercussions in the event that 
the Inland Revenue treat your change as being a termination. 

 
43 Words with capital initial letters are defined terms.  You need to understand the 

definition in order to understand the reference. 
 
44 Remember that partners are personally responsible for the debts of the partnership, 

and that they are “jointly and severally” responsible.  That means that if one 
partners is unable to pay his share, then so far as any third party is concerned, he 
can claim just as easily against the remaining partners.  If one partner has a 
business or social position to protect, it is therefore important that he is sure that his 
partners can stand their share in the event of problems. 

 
45 Business premises do not have to be partnership property.  Frequently one or more 

of the partners might own business premises in their own name.  The property can 
then be rented to the partnership or the property owner can take money less 
formally on account of the property.  He should avoid taking money as rent without 
a proper lease. 

 
46 Capital - It is normal practice for the partnership capital to be contributed in the 

same proportions as profits are shared. If different proportions apply, it may be 
appropriate for interest to be a first charge on the profits (clause 6.4). It should be 
noted that, although described as interest, the payment is nevertheless a 
distribution of profits after outgoings of the business have been paid. 

 
47 Property - In many cases properties occupied by the partnership may be owned by 

one or more partners personally and in such circumstances it is advisable to specify 
in the partnership agreement that these are specifically excluded from the 
partnership assets.  Arrangements will also need to be made to substantiate the 
partnership’s right to occupy the premises in such circumstances so that the 
partnership’s position is fully protected as against the individual owner/partner an 
conversely so that the property owner does not discover he is saddled with a 
statutory tenancy that has severely reduced the value of his investment. 
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48 Arrange very carefully what money can be drawn by the partners each month.  It is 
very easy to confuse profit with cash flow in some types of business.  Provision 
should always be made conservatively for debts and other liabilities.  It is also 
prudent to set aside a reserve and pay it out only annually.  In that way the partners 
live within their means, and the chance of an unexpected reduction in income is 
reduced. 

 
49 The management provisions are brief because the scope is so wide.  This is an 

area to consider carefully and make sure all appropriate provisions are in the 
agreement.  The question of who does what in contributing towards the profitability 
of the business is one of the prime causes of disputes.  Each partner needs to know 
exactly what the others will contribute in time, in effort, and in effectiveness. 

 
50 Under the heading “Restrictions on partners” there are a number of suggestions as 

to how partners may control each other’s activities.  There may be other specific 
activities relevant to your business which should be included in this list. 

 
51 Duration - unless the duration of the partnership is specifically referred to in the 

agreement, the partnership may be terminable by one partner giving reasonable 
notice to the others (Partnership Act 1890, s. 32) 

 
52 Termination provisions - tax law treats a continuing partnership differently from a 

dissolution or the start of a new partnership.  It is therefore very important that 
partners take proper tax advice as to the most efficient way of changing the 
partnership.  A change for this purpose could also be simply a change in the 
partnership shares, without a partner coming or going.  If it is likely that shares 
change, or if you particularly want to make an arrangement whereby one partner is 
motivated financially, you should take advice on the appropriate terms. 

 
53 Expulsion of a partner - partnerships often end in tears.  It is therefor essential to 

provide comprehensive and fair provisions to deal with disagreement.  We have 
included a long list of “crimes” against the Partnership, not dissimilar to those you 
would expect to find in a contract of employment.  We believe that these are 
reasonable in today’s climate where every person in business is subject to many 
legal obligations.  Compliance with Partnership policies on health and safety, and 
non-harassment may be critical to the future of the business. 

 
54 The agreement includes a provision for mediation.  This is both less expensive and 

more efficient than arbitration.  If you are not happy with mediation, then it is more 
efficient to go to court than to arbitration. 

 
55 The agreement includes restrictions on future trading.  The courts have always bent 

over backwards to favour any person who claims he is prevented from earning his 
living.  That applies most usually to employment contracts, but the same view will be 
applied to a partnership.  It is therefore important that all of the provisions are 
“reasonable”.  What is reasonable is a question for the Judge in the context of the 
business being protected.  The difficulty here is that the Court can declare any 
provision “void for unreasonableness”.  That is why so many paragraphs “in restraint 
of trade” give numerous alternatives, and then add that if any one is found to be 
void it shall not affect the validity of the others.  The bottom line here is keep the 
time period to three years or less (the less, the safer), and make sure the provisions 
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are fair in the context of the company’s business.  You will not succeed in 
preventing somebody from setting up business 30 miles away even if 30% of your 
business is outside that radius.  If on the other hand you are the sole importer of 
some exclusive widget, then you will probably succeed in preventing your ex-
partner from selling the same widget range within the area covered by your sales 
agreement. 

 
 
 
 
 


