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. Information is for general & informational purposes only

. Content is not, nor intended to be, a substitute for
professional, legal, or clinical advice

. While we strive to make the information as timely &
accurate as possible, we make no claims, promises, or
guarantees about the accuracy, completeness, or adequacy

of the information contained, & expressly disclaims liability
for errors & omissions
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Introduction

e A collaborative structure where
two or more individuals or
entities manage & operate a
business

e Enables resource pooling, shared
decision-making &
responsibilities

e Understanding its characteristics,
benefits & challenges is key to
success




Types of
Business
Partnerships
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ee Primary Ty

General Partnership (GP)

e All partners manage the business & share equal liability

e Personal assets may be at risk for business debts & legal issues
Limited Partnership (LP)

e At least one general partner manages & has unlimited liability

e Limited partners contribute capital & have liability only up to their
investment

Limited Liability Partnership (LLP)

e Protects partners from personal liability for the partnership’s actions
e Common for professionals like lawyers & accountants

Establishing a Business
Partnership

e Begins with a verbal
agreement, later formalized in
writing

e Defines roles, responsibilities
& profit sharing

e Prevents misunderstandings &
conflicts




Comparison with Other
Business Structures

e Profits & losses pass through to
partners' personal tax returns

e Offers tax advantages over other
business structures

e Partners bear personal financial
risk for business debts
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Key Characteristics of a
Business Partnership

o Shared Ownership: Partners jointly own the
business, share profits & losses, & contribute
resources

e Mutual Decision Making: Partners make decisions
collaboratively, balancing diverse perspectives with
potential complexity

o Defined Roles & Responsibilities: Partners have clear roles based
on expertise, ensuring efficient task management

e Legal Agreement: Defines profit-sharing, responsibilities & dispute
resolution terms

e Tax Structure: Profits & losses pass through to partners' tax returns,
avoiding entity-level taxation

Benefits of a
Business
Partnership
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e Shared Expertise: Partners combine skills & knowledge, strengthening
business competency

e Financial Advantages: Partners pool resources, increasing capital &
reducing individual financial risk

e Increased Opportunities: Shared resources & responsibilities enable
market expansion & new ventures

e Workload Distribution: Shared tasks reduce individual burdens & boost
productivity

e Emotional Support: Partners offer encouragement & stability during
challenges

o Networking Benefits: Partners expand business connections, attracting
clients & opportunities

Challenges
of a
Business
Partnership

o Shared Liability: Partners share responsibility for debts, risking
personal assets if the business fails

e Loss of Control: Decision-making requires compromise, potentially
causing conflicts over business direction

o Dissolution Difficulties: Ending a partnership can be complicated,
with potential disputes over assets & responsibilities

o Potential for Conflict: Differing opinions or management styles can
cause disputes that may impact business operations

e Tax Implications: Partnerships avoid entity-level taxes, but partners
must report profits on personal tax returns, complicating individual
filings




Conclusion

e A business partnership offers
growth potential through shared
expertise & resources but comes
with challenges like shared
liability & conflicts

e A clear agreement & open
communication help mitigate
risks, leading to a successful

collaboration
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