
	
Business Law and Practice

Small Group Session 2: Partnership 1






You have been instructed by an existing client, Diane Bucksey, regarding her proposed new partnership business. An attendance note of your telephone conversation with Diane is attached (Document 1). 


Question 

Outline the advice that you propose to give to the partners at the meeting next week. Advise them on the position regarding each of the agreed terms in the absence of an express written agreement. You should make full reference to any statutory sections or subsections in support of your conclusions.


























                                  Telephone Attendance Note

Date:          xx/xx/xx
Clients:      Bucksey, Bucksey and Hawkins
Matter:       New Partnership 
Time:         3 Units
_______________________________________________________
Telephone conversation with existing client Diane Bucksey (DB).

Diane has up until recently traded as a sole trader in music memorabilia but she is now wishing to expand her business by taking on two new partners, her daughter, Julie Bucksey (JB) and Mary Hawkins (MH).

DB tells me that the following terms have been agreed by all of them: 

· The partnership will be for a fixed term of 5 years.
· DB (as the more experienced business woman) will take a 50% share of income profits. MH will take 30% and JB 20%.
· DB will put in £10,000 capital. MH will put in £5,000 and JB £5,000 
· Capital profits are to be shared in proportion to each partner’s capital contribution.
· Losses are to be shared equally.
· MH will lend £5,000 to the partnership by way of an interest free loan.
· JB, who has no business experience, will take only a limited role in management decisions until she has been a partner for a year.
· DB will spend 3 days a week working for the business. During the rest of the working week she will manage ‘Right Direction’, a One Direction tribute act. She will keep any profits which she makes from this side line. DB intends to publicise Right Direction’s performances at the partnership premises.
· The partners will initially receive salaries of £20,000 each in the first year to be reviewed at the end of the year. 
· Any change in the nature of the partnership business is to require a majority decision by the partners.
· A majority of the partners can expel another if that partner suffers from a long term illness resulting in prolonged absences.

The partners would like to save legal costs by dispensing with an express written agreement and they have made an appointment to come and see me next week to obtain our advice on the above.
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