
 
Business Insurance 

PARTNERSHIP ENTITY-PURCHASE 
BUYOUT AGREEMENT 

  

For Attorney Use Only. This specimen form may be given to the client's 
attorney for consideration when requested. It is not adapted to the specific 
circumstances or objectives of any individual client, nor has it been prepared to 
meet the legal requirements of any particular state. All legal documents must 
be prepared only by a licensed attorney. All formalities required under 
applicable local law should be observed. 

  

AMO Documents, published by Pentera Group, Inc. are made available to agents 
for educational purposes. Under no circumstances should an agent provide 
sample legal documents to their clients. On occasion a customer's attorney may 
request sample insurance-related forms or documents. In such situations the 
agent should provide sample documents directly to the attorney. Agents that 
provide documents to clients may be engaging in the unauthorized practice of 
law, as well as assuming other risks. By using the program you are 
acknowledging you understand that these documents are to be used for your 
own educational resources or as a resource for attorneys engaged in the practice 
of law. 

 

CAUTION: Counsel should carefully review all law respecting marital rights in the 
applicable jurisdiction, and should obtain the consent of spouses of Partners as 
counsel deems necessary or prudent. The federal and state tax consequences of 
this agreement should be carefully reviewed by a qualified tax attorney or 
accountant, and language drafted to produce the results desired. Finally, the 
funds required to comply with these provisions should be carefully calculated, 
and a funding source secured. 

  

Employer-Owned Life Insurance: In arrangements where an employer will own 
life insurance on an employee, Notice and Consent requirements must be met to 
avoid having the death proceeds taxable as ordinary income. See the Notice and 
Consent  Employer-Owned Life Insurance under Other Documents. 

  

***** 
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PARTNERSHIP PURCHASE AGREEMENT 

  

This agreement is made this (day) of (month), (year), by and between (name of Partner), 
(name of Partner), and (name of Partner), collectively referred to in this agreement as 
"Partners," and (name of Partnership), a partnership having its principal place of business 
in (locality), County of (name), State of (name), hereinafter referred to as "Partnership." 

  

The Partners own the entire right, title, and interest in and to Partnership. Partnership 
interests are owned by the Partners as follows: 

  

(name of Partner) (interest held) 

  

(name of Partner) (interest held) 

  

(name of Partner) (interest held) 

  

The Partners wish to provide for security, continuity and harmony in management and 
ownership in the event of the death or withdrawal of any of them. The purpose of this 
agreement is to provide for the purchase by the Partnership of one Partner's interest in the 
event of his or her death, or in the event that he or she wishes to dispose of any interest 
during his or her lifetime, and to provide the funds necessary to carry out such sales and 
purchases of Partnership interests for which there is no active public market. 

  

NOW, THEREFORE, in consideration of the premises, the mutual obligations in this 
agreement, and other good and valuable consideration, the receipt of which is hereby 
acknowledged, the Partners and the Partnership agree as follows, which agreement shall 
alter and amend the Partnership agreement as needed to comply with the terms and 
conditions herein: 

  

ARTICLE I 

  

Each Partner agrees that upon his or her death all of the interest in the Partnership then 
owned by him or her shall be sold to the Partnership under the terms and conditions set 
forth in this agreement, and the Partnership agrees so to buy. 
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ARTICLE II 

  

Each Partner agrees that he or she shall not sell, assign, encumber, or otherwise dispose 
of any interest in the Partnership now owned or hereafter acquired by him or her except 
as specifically provided in this agreement. The Partners agree to endorse the certificates 
of Partnership interest held by them as follows: 

  

"The sale or transfer of this interest is subject to an agreement between (name of Partner), 
(name of Partner), and (name of Partner), the Partners of the (name of Partnership), and 
the Partnership itself dated the (day) of (month), (year). A copy of this agreement is filed 
in the Partnership office." 

  

Any Partner wishing to dispose of shares during his or her lifetime shall first offer to sell 
to the Partnership for the value as determined in Article III. If the offer to sell has not 
been accepted within_____days, then the offering Partner may dispose of his or her 
shares for a value lower than that provided in Article III, if he or she first offers said 
shares to the Partnership at such lower price. If this offer to sell is not accepted by the 
Partnership within____days, then said selling Partner may dispose of shares without 
regard to this agreement, subject to the law of the State of (name). 

  

ARTICLE III 

  

The current value of each interest as determined by the Partners is $__________. Within 
sixty (60) days after the end of the fiscal year, the Partners shall redetermine the value of 
each Partnership interest and the value shall be endorsed on Exhibit A attached to this 
agreement. The endorsement shall be in the following form: 

  

"The value of each interest (name of Partnership) for fiscal year ending (year) for 
purposes of the partnership purchase agreement dated (month) (day), (year) shall be 
$___________." [or specify differing values if Partners’ interests are unequal] 

  

If a redetermination has not been endorsed on Exhibit A for a particular fiscal year, then 
the last endorsed determined value shall prevail. However, in no event shall the value of 
the deceased Partner's interest be less than the proceeds of life insurance purchased on his 
or her life by the Partnership under this agreement. It is the intent of the parties that the 
value of a Partner's interest as determined by this agreement shall include good will. 
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ARTICLE IV 

  

(Optional paragraph for use in sales between related parties.) The value stated in Article 
III. above has been determined with the assistance of a certified appraiser, whose 
credentials and report are attached to and made part of this agreement as Exhibit B. The 
appraiser has been instructed to establish the fair market value of the shares in an arm's-
length business transaction between a willing buyer and a willing seller, neither being 
under any compulsion to buy or to sell. 

  

ARTICLE V 

  

The Partnership has procured as owner and beneficiary life insurance on the life of each 
Partner in amounts as shown on Exhibit C of this agreement. All policies which are 
purchased in accordance with this agreement, including any policies purchased 
subsequent to the date of this agreement, shall be listed on Exhibit C attached to this 
agreement. 

  

ARTICLE VI 

  

The Partnership agrees to pay the planned premiums on the policies procured by the 
Partnership subject to this agreement as such premiums become due. In any case, if any 
premium is not paid within twenty (20) days after its due date, the insured shall be 
entitled to pay such premium as agent of the Partnership, and the Partnership agrees to 
reimburse him or her promptly for any such payment. The insurance company is hereby 
authorized and directed to give the insured, upon his or her written request, any 
information about the status of any policy on his or her life subject to this agreement. 

  

ARTICLE VII 

  

The Partnership shall retain ownership of the policies procured by it on the life of any 
Partner. The Partnership may not, however, exercise any of the policy rights (without first 
having given the insured thereunder thirty (30) days written notice of the contemplated 
exercise, unless the Partnership has obtained from the insured a written waiver of such 
notice). This agreement shall extend to and include all additional life insurance policies 
issued pursuant to this agreement, such additional policies to be listed in Exhibit C 
attached to and made a part of this agreement. 
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ARTICLE VIII 

  

The Partnership shall not execute any loans against, make withdrawals from, impair or in 
any manner encumber such policies without the prior written consent of all Partners; 
however, the Partnership may exercise any dividend options or rights as provided by the 
policies. 

 

ARTICLE IX 

  

It is the intent of the Partnership that the proceeds of the life insurance policies listed in 
Exhibit C shall be used to purchase the deceased Partner’s interest in the Partnership. In 
the event that the value of the deceased Partner’s interest exceeds the proceeds of life 
insurance, the Partnership shall have the right of paying the excess either in one sum or 
by executing and delivering a negotiable promissory note for the balance. Said note shall 
be payable in installments, for a term not to exceed_______years, the first installment 
being due and payable _____months after the death of the Partner. This note shall bear 
interest at the rate of_____% per year on the unpaid balance. The Partnership shall have 
the right to prepay the note in full without penalty. The Partnership shall pledge with the 
legal representative of the deceased Partner all of the deceased Partner’s interest as 
security for the payment of any note; however, the Partnership shall have the privilege of 
exercising all rights of ownership in such Partnership interest prior to default in payment 
of any installment on the note or any interest due on such note. 

  

ARTICLE X 

  

In the event that this agreement is terminated by some means other than the death of a 
Partner, each Partner shall have an option exercisable within thirty (30) days after such 
termination to purchase any or all policies on his or her life for a price equal to the fair 
market value of the policy. 

  

ARTICLE XI 

  

This agreement shall terminate upon the written agreement of the Partners, or the 
dissolution, bankruptcy or insolvency of the Partnership, or the death of the Partners 
simultaneously or within a period of______days. 
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ARTICLE XII 

  

All Exhibits referred to in this agreement and attached to this agreement are incorporated 
in this agreement by reference. 

  

ARTICLE XIII 

  

This agreement shall be binding not only upon the parties to it, but also upon their heirs, 
executors, administrators, successors and assigns, and the parties to this agreement agree 
for themselves and their heirs, executors, administrators, successors and assigns to 
execute any instruments in writing which may be necessary or proper in fulfilling in good 
faith the purpose and intent of this agreement. 

  

ARTICLE XIV 

  

The law of the State of (name) shall govern this agreement. 

  

ARTICLE XV 

  

This agreement represents the final and entire agreement between the parties, and 
supersedes all prior or contemporaneous agreements, express or implied, written or 
unwritten. 

  

ARTICLE XVI 

  

If  any part or portion of this agreement is held to be invalid or otherwise unenforceable, 
the remainder shall have force and effect to the full extent permitted by law. 

 IN WITNESS WHEREOF, the Partners and the Partnership have set their hands and 
seals to this agreement on the date first above written, in (locality), County of (name), 
State of (name). 
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_______________________________ 

(typed name of Partner)  

  

  

_______________________________ 

(typed name of Partner)  

  

  

_______________________________ 

(typed name of Partner)  

  

  

(Name of Partnership) 

  

  

BY:_____________________________ 

(typed name of Managing Partner)  

  

  

________________________________ 

(typed name of witness)  

  

  

________________________________ 

(typed name of witness)  

 

***** 
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Copyright © 2011, Pentera Group, Inc., 5546 Shorewood Drive, Indianapolis, 
Indiana 46220. All rights reserved. 

 

This service is designed to provide accurate and authoritative information in 
regard to the subject matter covered. It is provided with the understanding that 
neither the publisher nor any of its licensees or their distributees intend to, or are 
engaged in, rendering legal, accounting, or tax advice. If legal or tax advice or 
other expert assistance is required, the services of a competent professional 
should be sought. 

 

While the publisher has been diligent in attempting to provide accurate 
information, the accuracy of the information cannot be guaranteed. Laws and 
regulations change frequently, and are subject to differing legal interpretations. 
Accordingly, neither the publisher nor any of its licensees or their distributees 
shall be liable for any loss or damage caused, or alleged to have been caused, 
by the use of or reliance upon this service. 

 

U.S. Treasury Circular 230 may require the Pentera Group, Inc. to advise you 
that "any tax information provided in this document is not intended or written to 
be used, and cannot be used, by any taxpayer for the purpose of avoiding 
penalties that may be imposed on the taxpayer.  The tax information was written 
to support the promotion or marketing of the transaction(s) or matter(s) 
addressed and you should seek advice based on your particular circumstances 
from an independent tax advisor." 
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