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THIS AGREEMENT is made on (date) BETWEEN each of the Partners. 

NOW it is agreed as follows: 

 

1 Definitions and interpretation 

 In this agreement: 

1.1 'the Accountants' means the accountants specified in schedule 1 or such other accountants as               

may from time to time be appointed in accordance with the provisions of this agreement2, 

1.2 'the Accounts Date' means the date in each year specified in schedule 1, or such other date                  

as may be determined in accordance with the provisions of this agreement as the date upon                

which an accounting period is to end, and references to 'an accounts date' shall be construed                

accordingly3, 

1.3 'the Accounting Period' means the period for which the Partners may determine that the               

accounts of the Partnership are to be made up and references to 'an accounting period' shall                

be construed accordingly, 

1.4 'the Accounting Standards' means all standards from time to time accepted by the              

accountancy profession as relevant to the preparation of partnership accounts including (but            

without limitation) the Generally Accepted Accounting Principles, all Statements of Standard           

Accounting Practice and all Statements of Recommended Practice, 

1.5  'the Act' means the Partnership Act 1890, 

1.6 'the Bank' means the bank specified in schedule 1 or such other bank as may from time to                   

time be appointed as the lead bank of the Partnership in accordance with the provisions of this                 

agreement, 

1.7 'the Business' means the profession, trade or business specified in schedule 1 which is or is to                  

be carried on by the Partnership, 

 



 

1.8 references to 'capital' are references to all money or assets invested by the Partners in the                 

Partnership in order to finance the Business, 
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1.9 references to 'capital accounts' are references to accounts in respect of each of the Partners                

showing the balances of capital respectively belonging to them in accordance with clause 7, 

1.10 'the Cessation Date' in respect of any partner means the date of the death, retirement,                

deemed retirement or expulsion of that partner, 

1.11  'the Commencement Date' means the date specified in schedule 1, 

1.12 references to 'current accounts' are references to the accounts in respect of each of the                

Partners to be kept in accordance with clause 8, 

1.13 references to 'drawings' are references to sums drawn by any partner on account of any                

anticipated profits of the Partnership and any other sums paid or the monetary equivalent of               

any assets applied for his personal benefit by the Partnership (other than for any such               

expenses as shall be specified in this agreement as being a general expense of the               

Partnership), 

1.14 references to 'holiday leave' are references to leave to be taken by Partners in accordance                

with clause 12, 

1.15  'the Holiday Time' means the number of working days a year specified in schedule 1, 

1.16 references to 'intellectual property' are references to all industrial and intellectual property             

rights now or subsequently owned by or licensed to the Partnership (including without limitation              

domain names, patents, trade marks and service marks (whether registered or unregistered),            

registered designs, unregistered designs and copyrights and any applications for any of the             

same) which are used in connection with the Business and all know-how and confidential              

information so owned and used, 
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1.18 references to 'know-how' are references to all information (including that comprised in or              

derived from data disks, tapes, source codes, flow-charts, manuals and instructions) relating to             

the Business and the services provided by it, 

1.19  'the Notice Period' means the period specified in schedule 14, 

1.20  references to 'a month' are references to a calendar month, 

1.21 'the Partners' means such of the persons whose names and addresses appear in schedule 1                

who remain partners in the Partnership from time to time and references to 'a partner' or                

'partners' shall be construed accordingly, 

 



 

1.22 'the Partners' Funds' means the aggregate of the Partners' capital accounts, their current              

accounts, and any loans made by a partner to the Partnership, 

1.23 'the Partnership' means the Business as it is or is to be conducted by the Partners under the                   

Partnership Name, 

1.24 'the Partnership Name' means the trading or practising name specified in schedule 1 or any                

additional name adopted for the trade or practice of the Partnership, 

1.25  'the Payment Period' means the period of years specified in schedule 15, 

1.26 'the Property' means the freehold or leasehold property which is or is to be occupied by the                  

Partnership for the purposes of the Business brief details of which are set out in schedule 1                 

and/or any additional or substituted property so occupied by the Partnership, 

1.27  'the Relevant Institution' means the professional body specified in schedule 16, 

1.28 'the Residual Assets' means such assets as may remain within the Partnership upon any               

winding up or dissolution of it after payment of all third party debts and liabilities and all sums                  

due to partners in respect of their capital accounts, their current accounts, and any loans due                

to be repaid to them, and after the release to them of any tax reserves held for them, 

1.30 references to 'a special resolution' are references to a resolution passed by not less than the                 

Specified Majority of the Partners, 

1.31 'the Specified Majority' means not less than the number or percentage of the Partners               

specified in schedule 18, 
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1.32 references to 'tax' are references to any income tax, capital gains tax or national insurance                

contributions payable by any partner in respect of his status as a partner or his share of the                  

profits of the Partnership or the proceeds from the disposal of any of the assets of the                 

Partnership, 

1.33 references to 'a working day' are references to any day from Monday to Friday inclusive save                 

for any such day which is a bank or statutory holiday, 

1.34  unless the context otherwise requires: 

1.34.1 reference to any profits or losses of the Partnership includes a reference to profits               

and losses of a capital nature, 

1.34.2 reference to any statute or statutory provision includes a reference to that statute or               

provision as from time to time amended, extended, re-enacted or consolidated and            

to all statutory instruments or orders made under it, 

1.34.3  words denoting the singular number only include the plural and vice versa, 

1.34.4 words denoting any gender include all genders and words denoting persons            

include firms and corporations and vice versa, 

 



 

1.34.5 reference to any clause, subclause, paragraph or schedule is to a clause,             

subclause, paragraph or schedule (as the case may be) of or to this agreement, 

1.34.6 reference to the death of a partner shall include reference to the dissolution,              

winding up or striking off of a corporate partner, and 

1.35 the headings in this document are inserted for convenience only and shall not affect the                

construction or interpretation of this agreement. 
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2 Commencement and duration 

2.1 The Business having been for some time carried on by the Partners in Partnership, the terms                

of this agreement shall as from the Commencement Date be deemed to have governed the               

affairs and operation of the Partnership. 

2.2 The Partnership shall carry on the Business and/or carry on such other or additional trade,                

profession or business as it shall from time to time determine in accordance with clause 13.2.6. 

2.3 The Partnership shall subsist until wound up in accordance with this agreement or the               

provisions of the Act. 

3 Partnership Name 

3.1 The Partnership may from time to time determine upon a change in the Partnership Name in                 

accordance with clause 13.2.3. 

3.2 Upon any change in the Partnership Name the Partnership shall immediately notify any such               

change to all authorities or regulatory bodies which may have any responsibility for the              

operation of the Business and to all clients and customers of and all suppliers of goods and                 

services to the Partnership. 
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4 Property and place of business9 

4.1 Any intellectual property that is produced on Business time is owned by the partnership (or the                 

client as specified). 

 

[1718] 

5 Accounts 

5.1 It shall be the responsibility of all Partners to ensure that proper books of account as to the                   

affairs of the Partnership (which shall for the avoidance of doubt be deemed to include any                

computerised accounting system(s) from time to time used by the Partnership) shall be kept              

properly posted. 

 



 

5.2 Such books of account (including the data held on any such computerised system as is                

referred to in clause 5.1) shall be: 

5.2.1  kept at such place(s) as the Partners may from time to time determine, and 

5.2.2  open to inspection by all Partners who may take copies of all entries. 

5.3 The Partners shall be deemed to appoint the Accountants as accountants of the Partnership               

for the next ensuing accounting period of the partnership. 

5.4 The Partners may from time to time as they think fit and in accordance with any applicable                  

statutory provisions determine to: 

5.4.1  amend the Accounting Period and hence the Accounts Date, 

5.4.2  replace the Accountants with other accountants. 

5.5 A profit and loss account shall be taken in every year on the Accounts Date and a balance                   

sheet shall be prepared in accordance with the Accounting Standards. 

5.6  The accounts to be prepared in accordance with clause 5.5 shall be: 

5.6.1  approved by the Partners, 

5.6.2  distributed in the form of copies of the approved version to all Partners, and 

5.6.3 binding on all Partners once approved save that any Partner may request the              

rectification of any manifest error discovered in any such accounts within 3 months             

of receipt of a copy of the approved version of them. 
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6 Banking arrangements 

6.1 The bankers of the Partnership shall be the Bank and any such other bank as the Partners                  

may from time to time appoint as a subsidiary bank of the Partnership. 

6.2  The Bank may be replaced at any time by the Partners. 

6.3 All money, cheques and drafts received by or on behalf of the Partnership shall be paid                 

promptly into the bank accounts of the Partnership and all securities for money shall be               

promptly deposited in the name of the Partnership with such bankers as may be appropriate. 

6.4 All cheques drawn on or instructions for the electronic transfer of money from any such                

account as is mentioned in this clause shall be in the name of the Partnership and may only be                   

drawn or given in accordance with such mandate as is from time to time approved by the                 

Partners and lodged with the Bank. 
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7 Capital11 

7.1 All capital shall belong to the Partners jointly and be held by them in the proportions set out                   

below. 

 



 

7.2 Upon the Commencement Date the capital shall be held by the Partners in the relative                

proportions according to the Algorithm 1 of the aggregate capital accounts held by the Partners               

as shown in the accounts of the practice previously carried on by the Partners as at the last                  

working day before the Commencement Date12. 

7.3 The Partners' capital accounts shall on the Commencement Date be credited with the              

respective amounts of capital belonging to them on that date. 

7.4 The Partners' capital accounts shall at the relevant time have credited or debited to them any                 

share of any capital profit or loss belonging to or to be borne by them. 

7.5 The relevant time for any credit or debit to be effected under clause 7.4 shall be when the item                    

in question is paid or realised. 

7.6 The capital at any time shall belong to the Partners in the respective proportions which their                 

respective capital accounts bear to the total of the capital accounts. 

7.7 The Residual Assets at any time shall belong to the Partners in the proportions which at that                  

time their respective shares of entitlement to the residual profits of the Partnership bear to the                

total of such profits. 

7.8 For the avoidance of doubt the Partners shall not be entitled to any interest on their capital                  

accounts. 
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8 Current accounts 

8.1  Accounts shall be kept in respect of each of the Partners showing the amounts of: 

8.1.1 profit or loss (other than profit or loss of a capital nature) to be credited or debited                  

to them in accordance with clause 10, 

8.1.2  any drawings to be debited to them, 

8.1.4 any other credits or debits which the Accountants advise are of an annual and not                

of a capital nature. 

8.2 Upon the approval or deemed approval of the accounts in respect of any accounting period                

the credit or debit balance as the case may be of the current accounts of each partner for the                   

accounting period in question shall be payable either to or by each of the Partners (as the case                  

may be) by or to the Partnership unless the Partners otherwise determine in accordance with               

clause 13.2.414. 

 

[1722] 

9 Drawings 

9.1 There shall be paid to each Partner such sum by way of regular drawings as the Partnership                  

may from time to time decide. 

 



 

9.4 If, on the taking of any annual accounts, they shall show that in the relevant accounting period                  

the aggregate of any drawings taken by any partner were in excess of his share of the profits                  

for that accounting period, then that partner shall repay the excess forthwith together with              

interest on the excess or such part of it as is from time to time outstanding at the Interest Rate,                    

from a date one month after receipt by him of the accounts to the date of repayment. 

9.5 Each partner shall be entitled to be paid by the Partnership the balance (if any) of his actual                   

share of any undrawn profits shown in the accounts for any accounting period at any time after                 

the same have been approved. 
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10 Profits and losses16 

 The profits and losses of the Partnership (including profits and losses of a capital nature) shall                

(unless the Partners from time to time unanimously agree to the contrary) be divided as               

according to the Algorithm 1. Losses from previous accounting periods are taken as part of               

that previous period. 

 

In the event that the company has made a loss over an accounting period, it shall go in to                   

administration unless any number of the partners want to take on the liability of the loss and                 

carry on the partnership. The partners who are unwilling to take on the liability will be expelled                 

from the partnership. 
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11 Partners' obligations and duties 

11.1  Each partner shall at all times: 

11.1.1 devote to the Business (except during incapacity due to illness, injury or other              

substantial cause) such time and attention as is necessary for the proper            

performance of his duties, 

11.1.2 be just and faithful to the other partners and give them at all times full information                 

and explanation of all matters relating to the Partnership, 

11.1.3 conduct himself in a proper and responsible manner and use his best skill and               

endeavour to promote the Business, and 

11.1.4 comply with all decisions of the Partnership that may by the terms of this               

agreement be binding upon him. 

11.2  No partner shall at any time: 

11.2.1 (without the consent of the Partnership) derive any benefit from the use of the               

Partnership Name or the property or the business connection of the Partnership            

 



 

(and in the event of any breach of this subclause the Partner shall account to the                

Partnership for any profit derived by him from the use in question), 

11.2.2 assign, mortgage or charge his share of the Partnership or any part of it, or allow it                  

to be charged, or 

11.2.3 (without the consent of the Partnership) engage in any business other than the              

Business or accept any remunerated office or appointment, and in the event of any              

breach of this subclause the partner shall account to the Partnership for any profit              

derived by him from the business office or appointment in question. 
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12 Holiday leave 

12.1 Each partner shall be entitled in each calendar year to such number of weeks' leave as shall                  

be equal to the Holiday Time or to such other period as the Partners may from time to time                   

agree. 

12.2 Each partner shall give reasonable notice to the Partners of his intended dates of holiday                

leave and shall be responsible for ensuring that those dates do not conflict with dates of any                 

form of leave already notified to the Partnership by any other partners or senior employees of                

the Partnership that may be appropriate having regard to the work undertaken by the partner               

concerned. 
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13 Management 

13.1 A simple majority vote of the Partners shall be required for any resolution of whatever nature                 

to be passed at any Partners' meeting save as required by clause 13.2. 

13.2 A special resolution of not less than the Specified Majority of the Partners for any of the                  

following matters: 

13.2.1  the introduction of a new partner, 

13.2.2  the opening or closing of any locations for the Business, 

13.2.3 a change in the Partnership Name or the adoption of an additional trading name to                

be used by the Partnership, 

13.2.4  an amendment to the provisions of clause 8.2, 

13.2.5 the expulsion of any partner (for which purpose the vote of the partner whose               

expulsion is being considered shall not be counted), 

13.2.6 a fundamental change in the nature of the business of the Partnership (whether in               

addition to or in substitution for the existing nature of the Business), 

13.2.7  a decision to dissolve the Partnership, or 

 



 

13.2.8  a decision to amend this agreement. 

13.3 A resolution in writing signed as approved by the Partners shall be as valid as a resolution                  

passed at a meeting of them. 

13.4  Minutes of all meetings of the Partners shall be kept. 
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14 Limitations on partners' authority 

14.1 Save in so far as authority to do so has in any instance been specifically delegated by the                   

Partners, no partner acting alone shall: 

14.1.1  engage or dismiss any employee of the Partnership, 

14.1.2 except in the ordinary course of the business of the Partnership and for its benefit                

pledge the credit of the Partnership or incur any liability or lend any money on               

behalf of the Partnership, 

14.1.3  give any guarantee or undertaking on behalf of the Partnership, or 

14.1.4 compromise or compound or (except on payment in full) release or discharge any              

debt or connected debts due to the Partnership. 

14.2  No partner shall: 

14.2.1 procure that the Partnership shall enter into any bond or become bail or surety for                

any person, 

14.2.3 knowingly cause or permit or suffer to be done anything whereby the property of               

the Partnership may be taken in execution or otherwise endangered, 

14.2.4 draw any cheque on any account of the Partnership which is not in accordance with                

the then current mandate in respect of that account, or 

14.2.5 divulge to any person any trade secret or other confidential information concerning             

the business investments or affairs of the Partnership or any of its customers or              

clients unless the divulgence is within his normal authority or the information or             

secret is already within the public domain. 

14.3 Any partner in breach of the limitations imposed by this clause 14 shall indemnify the other                 

partners and keep them indemnified from and against all losses, damages, actions,            

proceedings, costs and expenses arising directly or indirectly out of the breach, without             

prejudice to any power of the other partners expel him by reason of the breach. 
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15 Indemnity and expenses 

15.1 The Partnership shall indemnify each partner from and against any claims, costs and              

demands arising out of payments made or liabilities incurred in the performance of the duties               

 



 

of a partner in the normal course of the operation of the Business or in respect of anything                  

necessarily done for the preservation of the Business or the property of the Partnership. 

15.2 Each partner shall be entitled to charge and be refunded all out-of-pocket expenses properly               

incurred in connection with the Business. 

16 Cars19 

 Deleted 
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17 Retirement 

17.1 If any partner gives to all the other partners notice of a duration not less than the Notice                   

Period of his intention to retire from the Partnership then on the expiry of the notice he shall                  

retire from the Partnership. When a Partner leaves the Partnership will calculate the money              

owing to them by raising partial invoices for all work completed on current projects at which the                 

paytracker will calculate the correct amount. 

17.2  A partner shall be deemed to retire from the Partnership: 

 

17.2.2 on the expiry of not less than one months' notice requiring him to retire given to him                  

by the other partners at a time when by reason of illness, injury or other cause he                 

has been unable to perform his duties as a partner and has been so unable               

throughout the period of at least 12 months immediately preceding the service of             

the notice or for an aggregate period of at least 12 months during the period of 24                 

months immediately preceding such service provided that a notice under this           

subclause shall be of no effect if before it expires the partner upon whom it has                

been served resumes his duties as a partner in a manner which is to the satisfaction                

of the other partners (in their unfettered discretion) and the Partnership accordingly            

resolves to withdraw the notice, or 

17.2.3 forthwith on the service upon him of notice in writing requiring him to retire given by                 

the Partners at any time after he has become a patient within the meaning of the                

Mental Health Act 1983 section 94(2) or section 145(1). 
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18 Expulsion 

18.1 No motion for the expulsion of any partner under this clause shall be capable of being passed                  

other than at a meeting of the Partners of which not less than one week's written notice stating                  

the proposal for expulsion has been given to all partners (including the partner it is proposed to                 

expel) and the partner in question has had the right to speak at that meeting22. 

 



 

18.2  If any partner: 

18.2.1  commits any grave breach or persistent breaches of this agreement, 

18.2.2  has a bankruptcy order made against him, 

18.2.3 fails to pay any money owing by him to the Partnership within 14 days of being                 

requested in writing by the Partners to do so, 

18.2.4 is guilty of any conduct likely to have a serious adverse effect upon the Business,                

or 

18.2.5 suffers his share in the Partnership to be subjected to a charging order under the                

Act, 

 then the Partners be entitled to expel him by notice given to him in writing, forthwith or upon                  

such subsequent date as they may specify. 
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19 Provisions relating to death retirement, deemed retirement or expulsion23 

19.1 If any partner dies or retires or is deemed to retire or is expelled on a date other than the                     

Accounts Date, then: 

19.1.1 the partner in question shall not be entitled to receive any share of the profit of the                  

Partnership from the Cessation Date, and 

19.1.2 the Partnership shall not be obliged to prepare any accounts other than the              

accounts which would normally prepared as at the Accounts Date next following. 

 In the absence of any extra accounts, the profits of the Partnership in the normal accounts for                 

the accounting period in question shall be apportioned according to the Algorithm 1, after all               

current projects have been invoiced, or partially invoiced, for the purpose of ascertaining the              

entitlement of the partner in question. 

19.2 In the event of the death, retirement, deemed retirement or expulsion of any partner there                

shall be due to that partner from the other partners the amount of the Partners' Funds                

belonging to that partner as shown in the accounts as at the accounts date next following (or, if                  

applicable, coinciding with) the Cessation Date. 

19.3 For the avoidance of doubt no partner shall be capable of dissolving the Partnership               

unilaterally by means of notice, and the Partnership shall not automatically be dissolved upon              

the death or bankruptcy of any partner or upon any partner suffering his share in the                

Partnership to be charged under the Act. 
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20 Payments following death, retirement, deemed retirement or expulsion 

 



 

20.1 If any partner dies, retires, is deemed to retire or is expelled26 or if any partner, being a body                    

corporate, is dissolved, wound up or struck off, then the amount of that partner's entitlement to                

the Partners' Funds shall be paid by the other partners to the personal representatives of the                

deceased partner or to the retiring or expelled partner or to any trustee in bankruptcy or                

liquidator appointed in respect of the partner or to the Secretary of State (as the case may be)                  

by equal half yearly instalments over the Payment Period. The first such payment shall be due                

on the accounts date occurring next after the retirement, expulsion, dissolution, winding up or              

striking off takes effect, provided that the other partners shall be entitled to make such               

payments at any earlier time as they think fit at its absolute discretion. 

20.2 If any partner is expelled the amount of that partner's entitlement to the Partners' Funds shall                 

be paid to him by the other partners within the period of one year from the effective date of                   

expulsion27. 

20.3 Upon the making of any payment under clause 20.1 or 20.2 there shall also be payable                 

interest at the Interest Rate on the balance then outstanding from the Cessation Date or the                

date of the last such payment (as the case may be). 
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21 Other provisions following retirement, deemed retirement or expulsion 

21.1 If any partner ('the Outgoing Partner') retires, is deemed to retire, is expelled or dies, the                 

Outgoing Partner or (as the case may be) his personal representatives, trustee in bankruptcy              

or liquidator shall28: 

21.1.1 deliver to the Partnership forthwith upon request and at the expense of the              

Outgoing Partner: 

21.1.1.1 all property belonging to the Partnership that is or was in the Outgoing              

Partner's possession, including all software, data and files held upon any           

computers or similar equipment, and no such data and files shall be            

wiped from the computer before its return, and 

21.1.1.2 all books of account, records, letters and other documents relating to the             

Partnership that are or were in the Outgoing Partner's possession and           

may be required for the continuing conduct of the Business, but during            

any subsequent period in which money is owed to the Outgoing Partner            

by the Partnership, the Outgoing Partner or his duly authorised agents           

shall be permitted to inspect the books of account, records, letters and            

other documents of the Partnership by appointment in so far as they            

relate to any period preceding the Cessation Date, and 

 



 

21.1.2 sign, execute and do all such documents, deeds, acts and things as the              

Partnership may reasonably request for the purpose of conveying, assigning or           

transferring to them any property or assets vested in the Outgoing Partner            

immediately prior to the Cessation Date as nominee for or in trust for the              

Partnership. 

21.2 If the Outgoing Partner retires, is deemed to retire or is expelled, the Partners other than the                  

Outgoing Partner ('the Continuing Partners') shall at their expense: 

 

21.2.2 give notice in writing of the change in the Partnership to all third parties who have                 

in the last 12 months had any dealings with the Partnership (whether as suppliers to               

it or as clients or customers of it), 

 and before doing so shall use their reasonable endeavours to agree the terms of such notice                

with the Outgoing Partner29. 

21.3  The Continuing Partners shall: 

21.3.1 pay and discharge all debts of the Partnership at the Cessation Date except any               

debt or liability in respect of any claim arising from any fraudulent act of the               

Outgoing Partner or from any negligent act or omission of the Outgoing Partner to              

the extent that the same is not covered by insurance (other than by reason of being                

less than the amount from time to time being the uninsured deductible level of the               

Partnership), and 

21.3.2 keep the Outgoing Partner and his estate and effects indemnified against such             

debts and liabilities except as above and all actions, proceedings, costs, claims and             

demands in respect of them. 
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22 Notices30 

22.1 Any notice referred to in this agreement shall be in writing and shall be sufficiently given to or                   

served on the person to whom it is addressed if it is handed to that person or is delivered to or                     

sent in a prepaid first class letter by the recorded delivery service addressed to that person's                

last known residential address and shall be deemed to have been delivered in the ordinary               

course of post. 

22.2 For the purposes of this agreement any notice shall be deemed to have been given to the                  

personal representatives of a deceased partner notwithstanding that no relevant grant of            

representation has been made if the notice is addressed to the deceased partner by name or                

to that partner's personal representatives by title and is sent by prepaid letter by the recorded                

delivery service to the residential address of the deceased at the time of death. 
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23 Determination of disputes31 

In the event of any dispute between any of the Partners under or arising out of this agreement: 

23.1 the Partners shall take the matter before an independent mediator in accordance             

with the procedures of ADR Group, London32, with the intention that the matter shall              

if possible be resolved by mediation, 

23.2 the mediator shall be agreed by the parties, or failing such agreement within 15               

working days of any partner requesting the appointment of a mediator, shall be             

appointed on the application of any partner in accordance with clause 23.7, 

23.3 unless otherwise agreed the costs of the mediation shall be an expense of the               

Business, 

23.4 the doctrines of laches, waiver or estoppel shall not be considered in any such               

mediation, 

23.5 notwithstanding any such mediation any partner may seek a preliminary injunction            

or other relief to prevent what they consider to be further damage, 

23.6 in the event that the mediator appointed as above shall certify in writing his opinion                

that the dispute is not capable of resolution by mediation, or that the mediation has               

not been concluded within 60 working days of the agreement of all partners as to               

the appointment of the mediator or a request by any partner for such an              

appointment, then it shall be referred in accordance with the Arbitration Act 1996 to              

a single arbitrator to be appointed, in default of agreement, upon the request of any               

partner in accordance with clause 23.7, and the decision of the arbitrator (including             

any decision as to costs) shall be final and binding on all partners, and 

23.7 an appointment of a mediator or arbitrator shall be made upon the request of any                

partner by the President or other chief officer for the time being of the Relevant               

Institution or any deputy duly authorised by the Relevant Institution in that regard. 

27 Entire agreement 

 This agreement constitutes the whole of the agreement between the Partners as to the              

Business. 

28 Third parties33 

 No person who is not a party for the time being to this agreement shall have any right under                   

the Contracts (Rights of Third Parties) Act 1999 to enforce any term of this agreement. 

 AS WITNESS etc 

(signed by all partners) 
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SCHEDULE 1 

The Partners: 

Partner A: Harry Robbins of 118 Allison Rd, London, N8 0AS  

Partner B: Tamlyn Rhodes of 26 Alexandra Grove, London N4 2LF  

Partner C: Rasmus Winter of 14a Newnham Rd, London N22 5SS  

Partner D: Abigail Murphy of 128b Stapleton Hall Rd, N4 4QB 

Partner E: Ollie Relph of Flat 7 Morten House, Southwold Rd, E5 9PB 

 

The Accounts Date: 5th April 

The Accountants: Maslens Ltd of 140 Camden Rd, Tunbridge Wells, TN1 2QZ 

The Bank: HSBC of Tunbridge Wells 

The Business: Outlandish LLP 

The Commencement Date: 14th October 2011 

The Holiday Time: 0 paid 

The Interest Rate: ...% the base rate for the time being of the Bank 

The Limit of Authority: 10 thousand pounds 

The Notice Period: Until all current projects you are working on are satisfactorily concluded, or partially 

concluded with the agreement of the continuing partners 

The Partnership Name: Outlandish LLP 

The Payment Period: 1 years 

The Property: none 

The Relevant Institution: none 

The Specified Majority: 100% of the Partners 

The Algorithm 1: 

The proportion of the business profits is the same as the proportion of hours worked: 
 
//setting up 

$db = new PDO('sqlite:data.sqlite'); 
$currentYear = !empty($_GET['year']) ? intval($_GET['year']) : intval(date('Y')); 
$users = array(); 
$years = array(); 

  
//calculate hours worked by tax year 

$result = $db->query("SELECT name, SUM(hours) AS total, strftime('%Y', date(t.date, '-3 
months', '-5 days')) AS year 

FROM timeslips t  
LEFT JOIN users u on u.id = t.user 
GROUP BY year, user"); 

 

http://u.id/


 

 
$users = array(); 
$years = array(); 
foreach ($result as $row) { 

$users[$row['name']][$row['year']]['hours'] = $row['total']; 
if (isset($years[$row['year']])) { 

$years[$row['year']]->hours += $row['total']; 
} else { 

$years[$row['year']] = (object) array('hours' => $row['total']); 
} 

} 
 

//fetch profit and calculate hourly rate 
$result = $db->query("SELECT * FROM profit"); 
foreach ($result as $row) { 

$year = $years[$row['year']]; 
$year->profit = $row['profit']; 
$year->rate = $year->profit / $year->hours; 

} 
 
//calculate each user's share per tax year and cumulative share for all years 

foreach ($users as $name => $user) { 
$users[$name]['share_total'] = 0; 
foreach ($user as $year => $userYear) { 

 
$users[$name][$year]['share'] = $years[$year]->rate * $user[$year]['hours']; 
$users[$name]['share_total'] += $users[$name][$year]['share']; 

} 
} 

Profits divided by all the hours all partners have worked, multiplied by number of hours that you have 

worked in each tax year, [or part thereof (To be added in to the algorithim at a later date) 

[(insert other schedules as required)] 

 

 

 

[1737] 

 
 

1      This form is as short a version of a partnership agreement as the author would ever feel comfortable drafting. There is 

no doubt that clients often ask for partnership documents to be as short as possible, and practitioners are familiar with 

agreements which are really no more than heads of terms, being simply a list of the main items agreed by the parties, such 

as capital, profit shares, and the names of the firm's bankers and accountants. Such documents are inherently dangerous, 

as they mean that the partners have not addressed their minds to a number of fundamental questions. If everything goes 

wrong, it is the hapless draftsman who is likely to find himself on the wrong end of a negligence claim, for failing to bring 

potential problems to the client's attention. This form itself naturally does not cover the subject in the same depth as the 

main agreement in Form 3 [1130] ante, but it is hoped that in considering it at least the main problems which face 

partnerships should be covered. If the draftsman comes under pressure to trim the document even further, the author would 

 



 

particularly suggest that clauses 17 to 21 inclusive are not cut, as the circumstances of a partner leaving are the most likely 

of all to give rise to conflict. Finally, even if this form is to be used as the basis of a draft, the full checklist (for which see 

Form 1 [1101] ante) should still be gone through, in case there are clauses in Form 3, but not in this form, which are 

necessary to the particular firm. 

 

2      The accountants need not be qualified under the Companies Act 2006 to act as auditors of limited companies or 

limited liability partnerships, as partnerships' own accounts do not need to be audited. However, many firms will want their 

accountants to be so qualified, either because they need, under their professional rules, to have their client accounts 

audited and so need a firm with audit skills, or in anticipation of conversion to limited company or limited liability partnership 

status. 

 

3      Partnerships, unlike limited companies or limited liability partnerships, do not have the concept of a statutory 

accounting reference date which is externally required. Nonetheless they will have a normal accounting year for tax 

purposes, subject to the freedom, used only sparingly, to vary the period chosen. It is for this latter reason that this form 

refers to a 'period' rather than a 'year'. 

 

4      This relates to the period of notice required to retire from the partnership: see clause 17 of this form. 

 

5      This provides a period over which the payment of partners' funds to a deceased partner's estate, or to a retired partner, 

is to be made: see clause 20 of this form. 

 

6      The choice of institution may in practice lie with the draftsman, if he feels that a localised body such as a law society 

may be appropriate. Alternatively, there may be a trade organisation which offers this possibility. 

 

7      This is a difficult area, after the introduction of the Employment Equality (Age) Regulations 2006, SI 2006/1031 -- see 

Paragraph 493 [799] ante. Some firms have abandoned the idea of a set retirement age, believing it to be too risky, with the 

possible damages which might result from an attempt to enforce the limit. They may well try to balance off the loss of this 

provision by introducing much more stringent partner performance standards and requirements. Some other firms are 

leaving the age limit in, but would have no intention of trying to enforce it against a partner who has attained the limit. Their 

approach is that it is hoped that partners will adhere to what they have signed up to, whether enforceable against them or 

not. Yet others are still intending to apply and attempt to enforce the limit, in the belief that they can objectively justify the 

limit. 

 

8      This will govern any votes which, in accordance with clause 15.11 of this form, require a majority greater than a simple 

majority, but not unanimity. This is common for major decisions. According to circumstances, the necessary majority may be 

expressed in terms of either a number of partners, or a percentage of them. Some partners will be excluded from voting on 

resolutions directly concerning them, eg a resolution for their expulsion. It is possible to have different grades of entrenched 

majority, eg some requiring a 75% majority and some 90%, but this can get clumsy, and lead to debate as to which heading 

a decision comes under. 

 

9      There is no statutory requirement for partnerships to have any form of registered office, by contrast with limited 

companies and limited liability partnerships. It is a matter for the discretion of partnerships as to whether they wish, for 

internal purposes, to specify a head office as being, for instance, the sole place at which accounting records are to kept and 

available for inspection. Note also the requirements as to publication of the details of the partnership's owners etc as to 

which see Paragraph 34 [34] et seq ante. 

 



 

 

10      This phrase should be omitted in the (increasingly rare) case of a partnership which does have goodwill in its 

accounts. Note that 'goodwill' is a term often misunderstood and / or misapplied in the partnership context: see Paragraph 

159 [222] et seq ante. 

 

11      This and the following clauses are based upon the premise that the partners' funds will for internal purposes be split 

between capital and current accounts. The ways in which these accounts operate is set out fully. 

Partnerships are not always very precise in the terminology that they use to refer to their funds. Many will refer to 'capital' as 

being the whole of their funds, without any attempt to break them down at all. Thus, true capital (which should be a set 

amount subject only to very deliberate amendment), current accounts, undrawn profits and hoped for but unrealised items 

(such as goodwill) are all referred to as 'capital'. However, this practice can cause confusion when changes have to be 

made, eg when partners come and go, when there is a merger in prospect, or when there is a possibility of conversion to 

limited liability partnership or limited company status. 

 

[1738] 

 

 

12      Either the first or the second option may be appropriate when the partnership is being formed to run a new business. 

 

13      See note 15 below. 

 

14      This clause provides for current account balances to be cleared annually by being paid to or by partners. This avoids 

the messy consequence of fluctuating current accounts which can build up over a period of years, and lead to a confusion 

between capital and current accounts. The problem may be that there is not the cash to make the payments due. The 

'let-out' is therefore provided that the partners may (by a suitable majority) decide otherwise, eg to let the current account 

balance ride, or to transfer it to the capital account. 

 

15      Clauses 9.2 and 9.3 may be omitted, and the subsequent parts of clause 9 renumbered accordingly, if the partnership 

is not to pay the partners' tax. It is now quite lawful for a firm to leave the payment of tax to individual partners, as the firm 

itself is not liable to HM Revenue and Customs (see further Paragraph 447 [713] et seq ante), but it is thought that many 

firms will still feel it prudent to deal with matters through the firm, to minimise the potentially damaging risk of default by 

individual partners. 

 

16      This clause is intended to offer division either by equality, or by fixed proportionate shares. In each case provision 

can also be made for payment of interest on capital, and for 'prior salaries', ie payments to reflect differing levels of time 

input. For other methods of profit sharing, eg lockstep, or payment by reference to performance assessment see vol 30(2) 

(2010 Reissue) PARTNERSHIP Form 15 [33] et seq. 

 

17      If the words in square brackets are omitted then a partner who is absent, or who abstains, is effectively casting a vote 

against any motion and, in the case of a vote requiring unanimity, may thus block the motion. 

 

18      See note 17 above. 

 

19      Cars are notorious for provoking argument amongst partners. Some firms choose to deal with this by prescribing 

complex formulae as to how expensive a car partners of varying degrees of seniority can have. Some choose to omit the 

 



 

matter altogether from their partnership agreements, and to leave the issue to a series of ad hoc decisions, or to a policy 

outside the agreement. Some, of course, do not provide cars for partners at all, but merely cover all or some motoring 

expenses. This particular clause aims to steer a middle course. Other options can be found in Form 1 clause 19 [1112] ante 

and vol 30(3) (2010 Reissue) PARTNERSHIP Form 6 clause 18 [424]. 

 

20      There are pros and cons to requiring that a retirement can only take effect at the end of an accounting year. From the 

firm's viewpoint, this can be seen as a protection from the need to have special cessation accounts drawn. On the other 

hand, it could mean that a disgruntled individual might remain a partner for anything up to a year, would be entitled to a full 

profit share during this period (regardless of any imposition of 'garden leave'), and would be in a position to damage the 

firm's interests in extreme cases. From the perspective of the departing partner, such a provision makes it very difficult for 

him to arrange his future, since few prospective firms or businesses which may take him on as partner or employee will 

want to wait too long. Modern trends are moving towards greater flexibility for partners and hence shorter notice periods 

and no need to tie in with financial years. 

 

21      This is a difficult area, after the introduction of the Employment Equality (Age) Regulations 2006, SI 2006/1031 -- see 

Paragraph 493 [799] ante. Some firms have abandoned the idea of a set retirement age, believing it to be too risky, with the 

possible damages which might result from an attempt to enforce the limit. They may well try to balance off the loss of this 

provision by introducing much more stringent partner performance standards and requirements. Some other firms are 

leaving the age limit in, but would have no intention of trying to enforce it against a partner who has attained the limit. Their 

approach is that it is hoped that partners will adhere to what they have signed up to, whether enforceable against them or 

not. Yet others are still intending to apply and attempt to enforce the limit, in the belief that they can objectively justify the 

limit. 

 

[1739] 

 

 

22      The position will be complicated if it is sought to expel more than one partner at any time. If, for instance, in a five 

partner firm, A, B and C wished to expel D and E, then, with the way clause 13.2.5 is drafted, D could vote against the 

expulsion of E and vice versa. The alternative is to alter that clause so that the vote of any partner against whom there is an 

expulsion proposition does not count, but that is thought to work unfairly against a minority, and that, in the event of such 

crisis, the court may be the right forum if the parties cannot agree the way forward. 

 

23      These provisions do not entitle the partnership to insist on a period of garden leave for the outgoing partner. For a 

precedent for such a clause see, eg, Form 5 clause 21.12 [1249] ante. 

 

24      If the words in square brackets are included (in which case the words in square brackets in clause 19.2 of this Form 

should also be included), then the question of whether special cessation accounts should be prepared will be a matter for 

the discretion of the remaining partners. This flexibility may be thought to confer an advantage. On the other hand, from the 

point of view of the departing partner, it may confer a very arbitrary effect, especially if the business is subject to seasonal 

profit fluctuations, and may be thought to operate unfairly in favour of those remaining. 

 

25      See note 24 above. 

 

26      As to whether the words in square brackets in this subclause should be left in, see note 28 below. 

 

 



 

27      This provision is inserted to meet what may be perceived as the unfairness of being able to expel a partner and yet 

retain the benefit of that partner's capital for some years. 

 

28      No restrictive covenants on the part of the outgoing partner are included in this form. If it is desired to include some, 

Form 13 clause 24 [1694] ante can be adapted. 

 

29      It may be necessary to amend this provision, especially for large firms where it could be very burdensome, so as to 

specify that it should only apply to those who had habitually dealt personally with the outgoing partner. 

 

30      If it is desired to include provisions for service by fax or e-mail, see Form 3 clause 25.1 [1160] ante. 

 

31      There are various of ways of approaching dispute resolution clauses. This version starts with mediation, and then 

moves on to arbitration if the mediation fails. Another option is the use of experts: see vol 30(2) (2010 Reissue) 

PARTNERSHIP Form 42 [85]. 

 

32      Or any other suitable mediation organisation. 

 

33      Excluding the application of the Contracts (Rights of Third Parties) Act 1999 will not affect the rights of certain people 

claiming through, or on behalf of, a partner, such as personal representatives or a trustee in bankruptcy: see the Contracts 

(Rights of Third Parties) Act 1999 s 7(1). 

 

 

 


