Partner Worksheet: Benefits & Responsibilities Snapshot
Benefits & Responsibilities

Complete for each deal. One for each potential partner.

Party: _____________________________________________________________

Needs from a Deal
	Scale : 0 – Don’t Need/Care
To 10 – Need/Want
	

	Pride of Ownership
	

	Cash Flow
	Management/Rent
	

	
	Mortgage
	

	
	No Current Income
	

	Profit
	Immediate
	

	
	Long Term Appreciation
	

	Amortization
	Principal Pay Down
	

	Tax Benefit
	Interest Deduction
	

	
	Expense Deduction
	

	
	Capital Gains
	

	Use
	Rental
	

	
	Personal
	


Resources & Skills

	Scale : 0 – Don’t Need/Care

To 10 – Need/Want
	

	Able to Find Deals
	

	Have Good Negotiation Skills
	

	Time to Handle the Deals
	

	Ability to Structure Deals
	

	Ability to Manage Tenants
	

	Capital to Invest
	

	Have Good Credit for Loans
	

	Skilled at Rehabilitation
	

	Can do Maintenance/Repair
	

	Can Accept Risk
	


Dividing Benefits between Partners
Elements of a Real Estate Deal That Can Shared or Divided

Benefits:

· Income

· Cash Flow
· Immediate Profit
· Appreciation (Long-Term Profit)
· Forced
· Inflationary
· Amortization
· Principal
· Interest
· Tax Benefits
· Ordinary Income (no FICA or Medicare)
· Depreciation
· Capital Gains
· Deductible Expenses
· Use
· Personal Enjoyment
· Rental
Burdens:

· Management
· Capital Outlay
· Rehabilitation
· Maintenance/Repair
· Risk of Loss
What to Do When Partnerships (JV) Go Wrong
Things happen!  Even though the road is paved with good intentions, things happen.   A lot of times when partners are so anxious to begin the venture, they ignore the basics of building a business relationship.  Before committing to any project, all partners should sit down and discuss what each are expecting out of the partnership and what will happen under certain circumstances.  Partners are often amazed what comes out of those meetings!  Then, if the partners still wish to pursue the venture, a Buy/Sell Agreement or Joint Venture Agreement should be drafted conforming to their discussions on the different points.
What if the meeting never happened?  What if nothing was in writing, which is the case more often than not?  The resulting conflict can easily cost time and money to the point that all profits of the venture are spent or even exceeded.  If you find yourself in this pickle, don’t panic and don’t burn bridges.   Your objective is to get yourself out of the venture with your initial capital at a minimum.  If you can get a little profit, consider it gravy.  Only under the direst circumstances should you ever consider litigation.  In lawsuits, the only winners are the lawyers!
This is where your best diplomacy is required.  No matter how “right” you are, taking a “righteous” approach can only hurt your chances of a successful financial outcome.  If you do not have a buy/sell agreement, the best time to begin your disentanglement is when there is the first indication of trouble.  In almost all cases, a better result will be had dealing with the problem early, before it becomes a major issue.

Here are some things you should consider in your dealings.

Considerations:

· Protect the assets
· Does an agreement exist between partners?
· Maintain communication (swallow your pride, stay on topic, keep conversations cordial)
· Did you make personal commitments to investors?
· Did you sign personally for any debt?
· Should you contact an attorney to obtain advice or begin litigation?
· Remember to protect the assets and your investment
Possible solutions:

· Restructure in the compensation or equity

· A buyout of a partner’s interest

· Compensate the partner for their contribution

· Compensate the partner with a smaller portion of equity

· Split assets and liabilities

· Sell or liquidate the business and split the proceeds

As in any negotiation, try to let the other party(ies) name their price first.  A response of “Not only ‘No’, but ‘Hell No!’” should never be considered.  Even if you have to give them the lion’s share of the profits just to get out of the deal with your initial investment, it may be worth it.  There is a lot more profit down the road.  If you get into litigation, you can spend years and tens of thousands of dollars dealing with the problem.  In almost all cases, it is better to get out any way you reasonably can.

Consider including benchmarks as a requirement of payouts and distributions.  This is a great negotiation tool for those partners that are asked to leave the JV or those that do not fulfill their duties.

Warning Signs of a Bad Partner
· Openly discusses bad experiences

· Inconsistent in their comments and answers

· Indecisive

· Flaky

· Too many questions or too talkative

· Concerned with getting his money back fast

· Proposes several “what if” scenarios to you

· Distracted. Currently appears he has too many irons in the fire.  Bounces around with too many different, unassociated business opportunity ideas.

· Track record of failures. Unsuccessful in the past.

· Has his money tied up and is not liquid

· Evasive about answering questions

· May not have enough reserves – this should not be their only investment 

· Seems litigious by nature

· “Hoping this is the one that pays off.”
