Sample Farm
Partnership Agreement

I. NAME: This partnership will consist of four individuals: AA, BB, CC, DD. The partnership will exist under the name, Sample Farm.

II. COMMENCEMENT DATE: The partnership will commence on January 7, 2012. The fiscal year will begin on December 19, 2011. 

III. NATURE OF BUSINESS: This partnership will be centered around the production of sustainable vegetables, fruits and grains, with the option to include livestock and fowl if an agreement is reached between all partners. The farm will market its products at the on-site farm stand, through a CSA, to restaurants, wholesale and at farmers markets. We will sell produce for 25 weeks from spring until fall, or longer if otherwise agreed upon.

IV. LOCATION: The farm is located at farm address and/or any other location that is agreed upon in a written and signed document by all partners.

V. INVESTMENT:  

AA will loan $X,XXX and own X% of the partnership. AA also loaned $XXXX in 2011 which is added to total partnership loans (and paid back as described in Section VII). AA will work at least 15 hours per week starting January 1st until March 31st and will work at least 30-35 hours per week starting April 1st until November 1st.

BB will loan $X,XXX and own X% of the partnership. BB also loaned $XXXX in 2011 which is added to total partnership loans (and paid back as described in Section VII). BB will work at least 10-20 hours per week starting January 9th until November 1st.

CC will loan $X,XXX . CC owns X% of the partnership. CC will work between 10-20 hours per week starting January 9th until November 1st.

DD will loan $X,XXX. DD owns X% of the partnership. DD will work at least 10 hours per week from January 9th until March 31st.  DD will work at 20-35 hours per week starting April 1st until November 1st.

Partners will evaluate how they feel and decide if all partners want to continue to actively farm into 2013 by September 1, 2012 (however all partners are agreeing to loan money for two years). 
Partners agree that the business will not take out loans or accrue any debt to keep the farm in business. We will reassess at the end of 2013. 

CC and DD have the option to buy into the partnership after 2012 season. They understand that the value of the shares might be higher than in 2011. 

VI. PROFITS & LOSSES: Profits and losses will be spread among partners based on hours worked, not percent ownership.

 VII. LEAVING COMPANY & DISSOLVING COMPANY: There is a two year commitment for all loans. By January, 2014, the business will begin repayment to the partners. All remaining funds will be paid proportionally to the percentage each individual owns in the partnership. If the farm assets and cash are less than what is owed to partners, then loans will be paid back proportionally based on percent ownership.  

If at any point the partnership isn’t working, we will use the following process: 

1) We will try to resolve the issue first among ourselves through internal discussion

2) We will bring the issue to a professional mediator 

3) If the issue still cannot be resolved, we will vote if any partner needs to leave. 

By January 2014, if no partners wish to continue farming, all assets will be depreciated based on expected length of use and also based on market price. The value of the assets will be divided by all partners. Partners that would like to keep existing assets can subtract the value of the asset from their investment. All partners will write a list of assets they would like to keep and the division of assets will be decided by consensus.

VIII. PARTNER DRAW: Partner draws will be paid to partners as compensation for labor, starting at $3/hr. Partner draw will begin at the beginning of the CSA season (estimated last week in May). Partner draw will increase if the farm is exceeding our budget; however, if the farm is over budget and it is a concern, it may decrease. Evaluation of farm income will be assessed in June, August and October and partner draw may increase or decrease based on actual income vs projected income. 

IX. INTEREST PAYMENTS: Interest payments will be paid to partners after the 2nd fiscal year (January 2013). Interest rates will be agreed upon by all partners before the start of the 2014 fiscal year.

X. DECISION MAKING: The Sample Farm will be run with group discussion with all opinions considered. For 2012, AA and BB will make all final decisions for “larger” decisions.  Larger decisions include farm rotations, farm equipment purchases, seed selection, fertilization plans, salary increase/decrease. 

PURCHASES: “Larger purchases” are over $100. However, there is a cap of $500 on larger purchases that need to be a group decision. Examples of smaller decisions are how long to water, farm stand set-up, any kind of micro-managing. We operate with feedback and evolution of all processes so they work! AA and BB must agree on large decisions together. 

For 2013, all decisions will be made first by consensus. For larger decisions (see above for definition), if consensus fails by the 2nd meeting, group decisions will then be made by a vote, with each partner’s vote weighted to the percentage that they own in the company. For smaller decisions, if consensus fails by the 1st meeting, group decisions will then be made by a vote, with each partner’s vote weighted to the percentage that they own in the company. If deadlock is reached, we will draw straws.

Group meetings, not in the field will be organized and run with a pre-determined agenda and minutes will be recorded. All partners agree to be respectful while others are talking and be considerate of all viewpoints.  
Partners agree to keep on-farm records of farm activities.

Partners agree to meet once a week to check-in.

XI. ROLES

Each partner will take on coordination of particular areas of the farm, as listed below:

CSA roles:

1) Human resources, talking to customers, sending out newsletter, incoming money, Shelly communicator, additional wild card & flower shares, assist in field organizing - DD

2) Field Ops: organizing plantings, greenhouse, field map, organizing what’s in the basket, tasks organizer for veggie field, organizing irrigation of field - AA

Orchard & Farm-Stand:

3) Orchard: U-pick, spraying, organizes picking, drying, pest management, pruning, irrigating, mowing -- BB

4) Farm-stand: marketing of extra fruits and vegetables, farm-stand upkeep and improvement (wasps, signs, picnic table), manage labor hours and harvesting, harvest festivals, bike smoothie coordination - CC

Smaller roles:

Record-keeping [CC POINT-PERSON, EVERYONE], accounting [CC], organic certification [AA], cooler upkeep and records for cooler [BB], Liason with Rich [AA], businessy business person (insurance, DBA) [CC], website and social media [CC and DD], supplies supplier [seeds, plastic bags, big purchases] [BB], 

Everyone is expected to participate in all aspects of the farm, and this is just the person who is responsible for what needs to get done in these areas, and who coordinates tasks for them. 
XI. REPAIRS:

If a partner breaks something, then that partner replaces it. Exceptions to this are:

-If a partner is using something that belongs to someone else (a different partner, Rich, another person) in the way it is supposed to be used (ie. normal use) while working for the Sample Farm, and it stops working and needs to be repaired or replaced (and the owner of said thing wants the partner to pay for repair or replacement), the farm will pay for it instead of the partner. The farm will of course negotiate for what seems fair with the owner. This does not cover accidents such as: crashing a tractor or pick-up into a tree, forgetting to put oil in a pump, losing someone’s tools.

-If 1-4 partners are using something that belongs to the farm and either through normal use or an accident results in something needing to be repaired or replaced, then the farm will cover the expense.

XII. REINVESTMENT OF PROFITS
If the farm continues, with all partners listed above into 2013 and the farm makes back its investment for 2012, partners will not be expected to reinvest private money in 2013 (unless otherwise agreed upon by all partners). Reinvestment calculations will occur in Dec. 2012. 

*What happens if we make extra money?

First we will make sure that the full investment is set aside (ie. we have enough money to continue for 2013). If there is additional money after the investment for 2013 is set aside, a profit share will be paid to all partners. Profit share will be paid based on number of hours each partner has worked. 

*What happens if the partners need to reinvest more money during the season?

Partners that can put more money in will; otherwise partners will either have to do work-trade for the equivalent amount or have their partnership percentage decrease. We will attempt to spend within projected budget.

XII. WHAT IF:

*What happens if we need more work on the farm than the 100 hours we’ve predicted that we need?


Any partner that wants to and is able to work more will increase hours. Partner draws will be applied, based on the agreed upon rate. If no partners are able to work more hours, then decision will be made by partners (options include finding an intern, hiring an employee, or quitting your job!!!). 

*What happens if a partner needs to leave (sickness, job) before the end of 2013?

All loans will be paid out to the partner but not until January, 2014, assuming that there is enough money to return the investment. If not, the partner will receive the amount of their loan based on the percentage of the company they owned at the time that they left. The time commitment lost will need to be spread out among partners willing to take on extra hours. 

*What happens at the end of 2013 if some people want to stay and some people want to leave?

If there is enough money to cover all loans, the farm pays out the partners leaving as described in part VII. Assets are divided as stated in part VII. Additional money in accounts after investments are paid off will be split by percentage share in the farm.  

If not there is not enough money is the farm bank account to pay the departing partners, then partners will be paid proportionally to the amount of ownership and the funds in the farm bank account. Assets of the farm will be divided as stated in part VII. Those partners continuing on may use the farm name, The Sample Farm.

Each partner who is leaving would be expected to find someone who would buy their share.  However, all existing partners will have the right of first refusal: existing partners have the option to buy the share at the price it is offered to outside partners. If multiple existing partners want to buy the share, then they will divide the share equally between all interested partners (unless an agreement is reached by all partners otherwise). 

XIII. New Partners

Potential partners will be asked to join the partnership only if there is consensus of all existing partners. The partnership is a maximum of four individuals, unless we have consent from all partners. 

How a partner’s share valued:

The exiting partner’s loan will be paid back by the business as described above in section VII. The company has a value which is the sum of the remaining value of the assets (described above) plus the value of company brand (the logo, the customer and sweat equity). The new partner’s share of the company brand will be determined by their percentage share of the total value. The total value is determined by following this set of procedures at any point that a partner wants to leave:

1) Find the price a potential buyer would pay. 

2) Research comparables and take an average value (ie. other similar farming businesses that were sold in the area).

3) Use a formula to assess the value of the farm that all partners agree on (formula still being developed).  

4) If no one wants to buy the share of the company, then the brand value is zero.

*What if a creditor is trying to recover a debt that Sample Farm is unable to pay (most likely because of a fine)? 

All partners will be equally liable for any debts or fines of the Sample Farm. 

This partnership agreement expires on xxxx. A new agreement will then be written once we have determined the formula we want to use to figure out the company value. 
Signatures here:
Yet to be decided:

A potential formula would be ¼ of the net income before salary is paid out, averaged over the last three years of business (i.e if the farm makes $60,000 net annual income before salary is paid then the value of the company would be $15,000). 

There are other potential formulas that we are also developing.

The value of the company that is determined will not exceed $20,000 by the end of two years. (this is still being decided). 

