
Partnerships 
 
What is a partnership? 
 
A partnership exists when two or more people own a business together 
with a view to making a profit. A medical practice is an example of a 
partnership. 
 
 Each partner is part owner of the businesses and has a right to take 

part in its running 
 Ordinary partners have unlimited liability. If the business fails they 

can each lose all their personal wealth, not just the money invested in 
the business 

 A maximum of 20 partners is allowed in a general partnership. 
Solicitors, accountants and estate agents can have more than 20 
partners 

 In law it’s assumed that capital, profit and responsibility are all shared 
equally by the partners. If partners want to own different shares of 
the business they must draw up a legal document setting out the terms 
of the partnership; this is called a ‘deed of partnership’.  

 
Why form a partnership? 
 
 To finance expansion of a sole trader’s business 
 To obtain capital for a business (2 people can raise more money than 1) 
 To get someone to share the work and responsibility 
 To add new skills to the business. Partners can specialise in certain 

parts of the business 
 
Deed of partnership 
 
This is the contract setting out terms of the relationship between 
partners. It includes: 
 
 Rights and duties of each partner 
 Names of partners and purpose of partnership 
 How much money (capital) each partner has put into the business 
 How profits and losses are to be divided (usually in the same 

proportion as the share of capital) 
 How any disputes between partners are to be settled and the number 

of votes each partner has at meetings 
 



Partnerships 
 
 How the partnership would be wound up (ended) and what happens if a 

partner dies; wants to leave; or a new partner comes into the firm 
 Other matters – e.g. how often partners can withdraw their share of 

the profits (‘drawings’). It also states if interest is to be paid on 
capital, and whether partners are to be paid a salary in addition to 
their share of the profits.    

 
 
In the space below, brainstorm the advantages of partnerships: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
In the space below, brainstorm the disadvantages of partnerships: 
 

Advantages of partnerships 

Disadvantages of partnerships 


