Partnership agreement - A basic framework for a medical partnership agreement.

The following check list is not intended to be approached on a ‘pass’ or ‘fail’ basis but as a list of the main issues that should be considered when preparing or revising any partnership agreement. 

Provision - Details of parties 
Explanation - Setting out the names and addresses of the parties is a basic requirement for the agreement 
Check 

· Does the agreement start by listing the names and addresses of the parties?

· Is the address listed for each partner that to which legal documents could be served?

· Does the agreement specify any different name other than that of the partners under which the partnership operates?

· Does the agreement state that there should be compliance with the Business Names Act 1985?

Provision - General definitions set out 
Explanation - It is always helpful to have a list of definitions to certain terms of the agreement 
Check 

· Does the agreement define key terms eg bankers, practice area?

Provision - Specification of the nature of the business 
Explanation - This is vital since it limits the extent to which each partner can bind the others in her/his capacity as their agent 
Check 

· Does the agreement clearly set out the nature of the business?

Provision - Duration of the partnership 
Explanation - Setting out the duration of a partnership is important to avoid a partnership at will 
Check 

· Does the agreement define the duration of the partnership?

Provision - Terms of dissolution 
Explanation - Dissolution of partnerships is potentially problematic. Setting out terms of dissolution in the partnership agreement can help ameliorate these difficulties 
Check 

· Does the agreement define the circumstances which would warrant the dissolution of the partnership?

· Does the agreement ensure that the terms of dissolution allow a sufficient time-span to agree the division of assets and to cater for any liabilities?

· Does the agreement specify what will happen if the partnership is dissolved in year?

Provision - Expulsion 
Explanation - Agreements may contain expulsion clauses and may allow for compulsory retirement though these options are unlikely to prove to be straight-forward. 
Check 

· Does the contract set out grounds for expulsion from the partnership?

Provision - Death, retirement 
Explanation - The agreement should provide for what happens to a partnership on retirement or death of a member. 
Check 

· Does the agreement include a declaration that retirement of one partner will not dissolve the partnership subsisting between those remaining partners?

· Does the agreement provide for what happens to the partnership’s assets (including premises) and GMS/PMS contract on the death or retirement of a member?

Provision - Premises clauses 
Explanation - An agreement should take practice premises into consideration, especially where one or more partners owns and leases the premises to the partnership 
Check 

· Does the agreement carefully define the occupation of the practice premises?

· If the premises are owned by one or more of the partners, does the agreement ensure that if they leave any remaining partnership has sufficient time to find new premises or make alternative arrangements?

Provision - Bank accounts 
Explanation - It is advisable to limit the financial powers of individual partners 
Check 

· Is there a clause to limit the expenditure a single partner can authorise?

· Is there some provision for signatories if partners are on holiday leave?

Provision - Capital assets 
Explanation - Capital must be defined as part of the agreement, preferably in a separate deed 
Check 

· Are there certain occasions where a partner will be required to provide equipment at their own expense (eg a mobile phone or car)?

· Are capital assets properly defined in the partnership deed or in a separate deed?

Provision - Tax and account 
Explanation - All the partners are entitled to have access to the books of account without exception and the partnership is responsible for maintaining proper books 
Check 

· Is one partner nominated to file the Partnership Tax Return with the Inland Revenue and does the agreement give them authority to receive details of all personal expenses for completion of the return?

· Is there any agreement for partners who incur late filing penalties to indemnify the others?

· Does the agreement set out details regarding the production and location of accounts and the entitlement of all partners to have access to the books of account and supporting documentation without reception?

· Does the agreement set out the requirement for all partners to sign the annual accounts once these have been approved? Is there a provision that these accounts will be binding unless an error is discovered within a specified period?

· Does the agreement set out details of the bank account and accountants?

· Does the agreement contain a warrant from each partner that their expense claims will be reasonable, accurate and complete and that they will supply the accountant with all relevant information?

Provision - Pensions 
Explanation - The agreement should outline the access to the NHS pension scheme which will cover most situations and provides detailed regulations. 
Employer and employee contributions are payable by the practice to the Pensions Agency 
Check 

· Practices should nominate one person to be responsible for pensions

· Consideration should be given to whether a separate arrangement is required for non-NHS income or any staff or partners excluded from NHS pension membership or who choose not to be NHS scheme members

· Outstanding pension liabilities on dissolution, including resignation, retirement or death of a partner, should be considered

· Practices should consider the need for specialist pension advice

· Shortfalls should be considered – are they payable by the practice or the individual?

Provision - Partnership income 
Explanation - The definition of partnership income and the manner in which it is distributed is a matter for the partners to agree 
Check 

· What are the rules on division of private income?

· Do seniority payments go to the relevant partner?

· Make sure that all streams of payment available to the practice have been catered for in terms of division of profit.

· Is it clear what will be treated as partnership income and what will be treated as personal income?

· Is there any provision about who receives insurance proceeds and who pays for locums?

· Does the agreement state that division of profit can be reassessed should partners’ duties change?

Provision - Partnership expenses 
Explanation - Partners should decide how expenses will be split 
Check 

· Ensure the agreement sets out how all necessary expenses will be met.

Provision - Holidays, leave and sabbaticals 
Explanation - It is very important to make provisions to cover additional costs of leave, to ensure equality and prevent and breach of statute 
Check 

· Are there provisions for sharing profit and covering the cost of locums during leave?

Provision - Sickness and incapacity 
Explanation - The agreement should make provisions for sickness and incapacity 
Check 

· Will a locum be employed in the case of sickness or incapacity?

· Would a long period of absence give other partners the right to terminate the membership of the sick partner?

· Does the agreement contain a requirement to have a medical examination after a period incapacity?

Provision - Duties of partners 
Explanation - Partners may wish to consider whether they wish to limit the activities of each partner. 
Check 

· Is there any restriction on the right of a partner to take up other employment or committee membership?

Provision - Restrictions on authority and decision making 
Explanation - This is important to enable smooth running of the practice. It may be wise to insert an indemnity clause to protect partners 
Check 

· Are the voting rights of partners restricted while they are on leave?

· What are the duties of each partner?

· What are the limitations of the ability of each partner’s decision to bind the others?

· Are there any indemnity clauses to protect partners where one acts without authority?

· Is there proper insurance to cover such indemnity?

· Is there a list of decisions for which unanimity is required eg for the admission of a new partner?

Provision - Suspension 
Explanation - The agreement should cover suspension because suspension does not always prevent partners from undertaking managerial work. Also, PCO financial assistance for employing locums during suspension may not cover the full cost incurred by the practice. 
Check 

· Does the agreement specify what will happen if a partner is suspended in terms of administrative responsibilities and responsibilities for funding locum cover?
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