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Can a GP prac ce have
limited liability?

“

As Primary Care changes, we are frequently asked about diﬀerent business
vehicles and in par cular whether a GP prac ce can have limited liability.
Choosing the right type of business vehicle for your GP prac ce is not always
straigh orward, and managing risk is likely to factor highly in the decision
making process. In this factsheet, we look at the issue in more detail,
explaining the diﬀerent business vehicles and their poten al implica ons.

“

Daphne Robertson, Partner, DR Solicitors

Series Editor: Moira Auchterlonie
Chief Execu ve, The Family Doctor Associa on
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This fact sheet has been prepared by DR Solicitors on behalf of the Family Doctor Associa on.
It is for informa on purposes only and should not be relied on as legal advice.
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• Limited Liability Partnership (LLP)
An LLP is an alterna ve legal structure that is commonly
used by professional services ﬁrms, such as accountants
and solicitors. It enables a business to operate with a
partnership structure (where ownership and management are one and the same), whilst limi ng the liability
of the partners and protec ng their personal assets. As
with a limited company, it is a ma er of public record
how much capital each of the partners have put at risk.
We are o en asked about LLPs since they superﬁcially
appear to be an obvious solu on for GP prac ces, but
they are unfortunately not permi ed business vehicles
for GMS or PMS contractors. If a prac ce were to be set
up as an LLP, it would put these contracts, staﬀ pensions,
and much more at serious risk.

• Unlimited liability partnership
Most GP prac ces currently operate as unlimited liability
partnerships. This means partners are “jointly and severally” liable in the case of any ﬁnancial problems. Creditors and other li gants are free to sue all the partners in
the partnership to recover their losses, regardless of who
caused the problem. What is more, each partner is liable
up to the value of the whole of the debt. This means that
creditors are able to look to the personal assets of all of
the partners un l the debt is se led in full or there are
no personal assets le . Although your partnership deed
Other op ons for managing liability:
will specify how you share proﬁts and losses between
Insurance
you, your creditors will have no regard to this and will
One route partners may take to gain greater protec on
typically simply look to ﬁnd ‘the deepest pockets’.
for their personal assets, is the purchase of specialist insurance. All NHS GPs are obliged to take out professional
Although unlimited joint and several liability can be a
indemnity insurance against one of their biggest risks frightening concept, it has historically not been a major
professional negligence claims. The same approach can
concern for GP Prac ces since the clinical negligence
be taken to other risks to the ﬁnancial wellbeing of the
risks are mostly insured against. However, as prac ces
prac ce as well. Possible examples include life insurance,
have become larger and more complex, other risks
key man insurance, or mortgage repayment insurance.
have become important and need managing or protec ng against.
Indemni es
As discussed above, to the outside world all partners are
• Limited Liability Company (Ltd)
jointly and severally liable for the losses of the partnerA limited company is the vehicle of choice for most busiship. This can, of course , seem quite unfair so it is reanesses in the UK. A limited company is managed by direcsonably common for Partnership Deeds to provide that
tors and owned by shareholders. If a limited liability compartners are responsible for the consequences of their
pany is unable to pay it’s debts, it becomes insolvent.
own negligent or unapproved ac ons. These clauses are
Creditors are not normally able to ask the shareholders
called ‘indemni es’. Whilst ﬁne in theory, the obvious
or directors to contribute to losses, so liability is limited
problem with this approach is that if the individual conto the capital which the shareholders have introduced to
cerned runs out of money, the other partners will s ll be
the company, plus any other assets (such as retained
exposed to the remaining debt. Also, it is o en diﬃcult
proﬁts) the company might hold. Importantly, the perto link a loss directly to the negligent ac ons of a single
sonal assets of shareholders and directors and generally
individual. More commonly a problem is a result of a seprotected from creditors.
ries of unfortunate events, where several people could
have intervened, but failed to do so.
GP prac ces are, in principle, able to operate as limited
companies. However, the consent of NHS England is required to move the GMS or PMS contract to a limited
company and they have historically been reluctant to
agree. There are also regulatory restric ons about who
can own a company delivering GMS or PMS services,
which will need to be secured in the Company Cons tuon. Moving a prac ce from an unlimited liability partnership to a limited company is not a straigh orward
process, so anyone thinking of going down this route
should always seek specialist legal advice ﬁrst.
Another way limited companies can be used is to manage the largest risks in the partnership. For example, the
surgery could be held in a limited company, while the
prac ce is kept as an unlimited liability partnership. This
is a reasonably common model for prac ces to adopt.

Our recommenda ons
Sadly, there isn’t a single, simple solu on when it comes
to managing liability in a GP prac ce. All the op ons we
have detailed come with their own diﬃcul es, and we
are conscious that as healthcare becomes more
‘commercial,’ it is becoming more risky commercially.
We would always recommend seeking professional accoun ng and legal advice before making any decisions,
to ensure you understand the full implica ons of the opons which are available to you. The ‘right’ answer for
your prac ce will depend on your individual circumstances and your appe te for risk.
For more informa on, please contact Daphne Robertson
on 01483 511555 or email d.robertson@drsolicitors.com
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