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Introduction

Starting a small business with a partner can be an exciting venture, but it also brings a unique set of challenges

that require clear communication and shared expectations. One of the most critical tools for navigating these
challenges is a well-crafted small business partnership agreement sample. This document serves as a roadmap
that outlines each partner’s responsibilities, financial contributions, decision making processes, and how disputes
will be resolved. It protects the interests of all parties involved and lays the groundwork for a healthy, productive
partnership.

While many entrepreneurs assume that a handshake is enough to seal the deal, the reality is that even the best
intentions can lead to conflict if roles and responsibilities are not clearly defined. A partnership agreement helps
prevent misunderstandings by addressing common pain points before they arise. It also provides a legal framework
that can be enforced if one partner fails to meet their obligations.

In this comprehensive guide, we’ll walk through every element you should consider when drafting a small business
partnership agreement. We'll examine the core clauses, illustrate how to structure each section, and provide a
real world sample to help you create a document that's tailored to your business. By the end, you'll have a clear
understanding of how to protect your partnership and set your business up for long term success.

Why a Partnership Agreement Matters for Small Businesses

When two or more individuals decide to combine resources to launch a venture, they are essentially forming a legal
entity. Without a formal agreement, the relationship can become ambiguous, leading to disputes that can
jeopardize the entire business. Here are a few reasons why a partnership agreement is indispensable:

e Clarity of Roles — Defines each partner’s duties, authority, and decision making power.

¢ Financial Transparency — Outlines capital contributions, profit and loss allocation, and how expenses will be
handled.

e Conflict Resolution — Provides mechanisms for resolving disagreements, reducing the likelihood of litigation.

e Exit Strategy — Specifies what happens if a partner wants to leave, retire, or if the partnership dissolves.

* Legal Protection — Establishes a binding contract that can be enforced in court, offering peace of mind.

Even if you're starting a small, low risk venture, the cost of ignoring a partnership agreement can outweigh the initial

drafting effort. A well structured agreement can save you time, money, and relationships in the long run.

Key Components of a Small Business Partnership Agreement Sample

Below is a breakdown of the essential sections you'll find in a robust partnership agreement. Each component
serves a specific purpose and ensures that the partnership is governed by clear, enforceable rules.

1. Partnership Details

This section identifies the partnership’s legal name, purpose, and the partners’ names and contact information. It
also establishes the partnership’s duration—whether it's set for a specific period or ongoing until dissolved.



2. Capital Contributions

Detailing each partner’s financial investment, whether cash, property, or services, is crucial. The agreement should
specify the amount, the form of contribution, and how additional capital will be handled if needed.

3. Profit and Loss Allocation

Define how profits and losses are split among partners. Common approaches include equal shares, proportional to
capital contributions, or a custom percentage that reflects each partner’s role.

4. Decision Making Authority

Clarify voting rights, required majorities for different types of decisions, and how routine operational decisions are
made. This section should also cover how to handle deadlocks.

5. Management and Operations

Outline day to day responsibilities, who will manage specific aspects of the business, and how operational tasks are
assigned.

6. Partner Withdrawal or Death

Include provisions for what happens if a partner wants to leave, becomes incapacitated, or passes away. This
section should cover buy out terms, valuation methods, and payment schedules.

7. Dispute Resolution

Specify the process for resolving conflicts, such as mediation or arbitration, and designate the jurisdiction for legal
matters.

8. Confidentiality and Non Compete

Protect proprietary information and prevent partners from engaging in competing businesses during and after the
partnership.

9. Amendments and Dissolution

State how the agreement can be amended and outline the steps for dissolving the partnership, including asset
distribution.

Sample Clauses for a Small Business Partnership Agreement

Below are example clauses that illustrate how to write each section. Feel free to adapt them to your specific
business needs. Remember that legal language may vary by jurisdiction, so it's advisable to consult a lawyer before
finalizing the document.

Capital Contribution Clause

Article Il — Capital Contributions

1. Each Partner shall contribute to the partnership’s capital as follows: Partner A shall contribute $10,000 in
cash, and Partner B shall contribute equipment valued at $15,000.

2. All contributions shall be made by the date specified in Schedule A.

3. Additional capital contributions may be required by unanimous agreement of the Partners.

Profit and Loss Allocation Clause

Article lll — Profit and Loss Allocation



1. Profits and losses shall be allocated to Partners in proportion to their capital contributions: 40% to Partner A
and 60% to Partner B.
2. Distributions shall be made quarterly, within 30 days of the end of each fiscal quarter.

Decision Making Clause
Article IV — Decision Making

1. All major decisions, including changes to the partnership’s business scope, must receive a unanimous vote.
2. Routine operational decisions may be made by the Partner designated as Managing Partner.
3. In the event of a deadlock, the Partners shall engage in mediation as outlined in Article VI.

Withdrawal Clause
Article V —Withdrawal

1. A Partner may withdraw from the partnership by providing 90 days written notice.

2. Upon withdrawal, the withdrawing Partner’s share of the partnership’s assets shall be valued by an
independent appraiser, and the remaining Partners shall have the right of first refusal to purchase the share.

3. Payment for the withdrawing Partner’s share shall be made in installments over 12 months.

Dispute Resolution Clause

Article VI — Dispute Resolution

1. Any dispute arising out of or relating to this Agreement shall first be attempted to be resolved through
mediation.

2. If mediation fails, the dispute shall be settled by binding arbitration in accordance with the rules of the
American Arbitration Association.

3. All costs of mediation and arbitration shall be borne equally by the Partners.

How to Draft Your Own Small Business Partnership Agreement Sample

Creating a partnership agreement may seem daunting, but breaking the process into manageable steps can
simplify it significantly. Below is a step by step guide to help you craft a comprehensive document that protects both
partners and the business.

Step 1. Gather Key Information

Collect the following details before you start drafting:

e Names, addresses, and contact information of all partners.
¢ Business name, legal structure, and purpose.

 Capital contribution amounts and types.

e Projected profit/loss split.

¢ Desired decision making framework.

Step 2: Outline the Agreement Structure

Create a skeleton of the agreement with major headings (e.g., Partnership Details, Capital Contributions, Profit
Allocation). This outline will serve as the backbone of your document.

Step 3: Draft Each Section Carefully

Use clear, concise language. Avoid legalese unless you're comfortable with it. For each clause, answer the
following questions:



¢ Who is responsible?

What is the scope of responsibility?

What are the consequences of non compliance?
« How will disputes be handled?

Step 4: Review and Revise

Once the draft is complete, review it thoroughly. Check for:

» Consistency in terminology.

e Clarity of each clause.

¢ Potential gaps or ambiguities.

e Compliance with local laws and regulations.

Step 5: Seek Legal Counsel

Even if you're confident in your draft, it's wise to have a qualified attorney review the agreement. They can ensure
that the document is enforceable and that you haven't overlooked any legal requirements.

Step 6: Sign and Store Safely

Once all partners agree to the final version, sign the agreement in the presence of a witness or notary if required by
local law. Keep multiple copies—digital and hard copy—in a secure location.

Common Pitfalls to Avoid in Your Small Business Partnership Agreement
Sample

Even experienced entrepreneurs can fall into traps that undermine the partnership agreement. Here are the most
frequent mistakes and how to avoid them:

¢ Assuming Informal Agreements Are Binding — Verbal agreements can be difficult to enforce. Always document
commitments in writing.

* Neglecting Exit Provisions — Failing to outline buy out terms can lead to disputes if a partner wants to leave.

¢ Overlooking Tax Implications — Profit allocation affects tax liabilities. Consult a tax professional to structure the
agreement optimally.

« Ignoring Intellectual Property Rights — Ensure that IP ownership and usage rights are clearly defined.

 Failing to Update the Agreement — As the business evolves, the agreement should be reviewed and amended
accordingly.

Legal Considerations for Small Business Partnership Agreements

While a partnership agreement is a powerful tool, it must comply with local, state, and federal regulations. Below
are key legal aspects to consider:

e State Laws — Partnership statutes vary by state. Verify that your agreement aligns with your jurisdiction’s
requirements.

e LLC vs. General Partnership — If you form an LLC, the partnership agreement often becomes the operating
agreement. Ensure the document reflects the chosen legal structure.

« Employment Laws — Partners may also be employees. Clarify employment status to avoid misclassification.

¢ Licenses and Permits — Include clauses that require partners to maintain all necessary licenses.

« Insurance Requirements — Outline insurance policies (general liability, professional liability) that protect the
partnership.



When to Update Your Partnership Agreement Sample

A partnership agreement should not be a static document. Consider revising it under the following circumstances:

When a new partner joins or an existing partner leaves.
When the business scope or industry changes significantly.
After a major capital infusion or withdrawal.

When new legal requirements emerge.

Following a dispute that highlights a gap in the agreement.
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Regular reviews help keep the partnership aligned with evolving business goals and legal landscapes.

Additional Resources for Crafting a Partnership Agreement
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e sims 3 trophy guide and roadmap
URL: http://arnpagency.com/sims-3-trophy-guide-and-roadmap.pdf

e the elf on the shelf story online
URL: http://arnpagency.com/the-elf-on-the-shelf-story-online.pdf

 biological classification podil
URL: http://arnpagency.com/biological-classification-pogil.pdf

¢ kubota 3 cylinder diesel engine manual

URL: http://arnpagency.com/kubota-3-cylinder-diesel-engine-manual.pdf
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