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Partnerships need work

Experts compare small business ventures to a good — or bad — marriage

By Lou HmsAa
THE DEEERT KIfN

In business, as in life, going so-
1 can be the lowest fiss, least
expensive way to operate. Sole
propoetoms have complete con-
tral of decision-making within
thie law. And best of all, they get
all the income.

But expernts say there ane times
when entering into parmerships
makes sense, particularly when it
comes to growing the business.
However, business teamings
come with a host of pitfalls along
with the benefirs,

“It's like & marrage in 50 many
ways,” said Dorothy Willetzs,
wha has partnered with Leayne
Johnson for nearly three years in
Willetts Desipn and Associates,
an Indio interior design firm.
“Sometimes you'ne going 1o be
discussing things like money
even more than you would in a

The parmm; fnewr they were o
good business match. Previous-
Iy, the two worked together for
about five years at another local
design firm. But when starting
their own company, Willers said
she and Johnson decided to head
off future disputes by putting ev-
erything about the partmership in
Writing.

That included the kinds of
customers they wanted 1o target,
how they would marker the busi-
ness, what assers each hronght
to the table and how they would
divide up those assets when 1t
came time to end the partner-
ship,

The rewards have been tangi-
ble, Their company has
branched out to serve chients not
only throughout the Coachells
Valley, but also in the Seattle
areq, where Johnson has a home.

According to Brad Mix, a con-
sultant with the Coachella Valley
Small Business Development
Center in Palm Springs, Willetts
and Johnsan made all the right
moves in forming their partner-
ship, starting with their written
up-front agresment.

That step is crucial to averang
a host of challenges that suill

plague many small businesses
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Darothy Willetts, president of Willetts Design and Associates, at a home
where she designed the interior and amanged fumishings at the Toscana

Country Club in Indian Wells.

including differences over finan-
cial and time investments, what
parmers expect to get from the
business, and basic core values
and life priorities.

“If there's not an understand-
ing form the start, you could
hawve a situation where one part-
ner only wants o put in a few
hours a day and play golf the
rest of the dme,” Mix said.

Just as marnages go bad, busi-
ness partnerships can algo tum
sour, Avoiding clashes may re-
quire the expertise of an attomey
or certified public accountant

who can craft a document with
terms agreeable to all parmers,
“People assume that because
they're fnends and they've
known each other for a long
fime, it's going to work out as a
business partmershap,” Mix said.
“But a lot of times it doesn't.”
To avoid problems down the
roadd, he said, prospective busi-
ness parmers must have the
same goals and expectations for
the business, But they need not
te mirror images of one another,
“The ideal partnership is one
where your pariner has strengths

Partnership pros and cons

Here are soma plises and minuses of parinering up, acconding to
the U.5, Small Business Administration (www.sba.gov):

Advantages
® Pittnerships are relatively sasy to establish, but Ume should be

iriviatedl i devaloping a writtan,

parnership agreament.
= With more than one owner, the ability io raise funds cobld possibly

Incresse:

w Profits from the business flow directly through to ihe panners’ personal

ta retums.

B Prospective simployses may be altracted 1o the Dusiness if gien the

incentive to becorne a pariner,

0 The businiess usually will bensfit from partners who have

~ Disadvantages
& Partnars are jointly ant intvidually Hable for the actions of other

complementary shills,

patrars.

W Profits must be shaced with others.

m Since decislons are shamd,

Lafn nceur

u Some employes: benefits ane not dedictible from business incorme an

1 retums.

 The partnerstilp may have @ limited |He; it may end upon tha:

withdsawal or death of a partner,

that can compensate for your
weaknesses,” Mix said. “Some
people love sales but hare doing
paperwork. Some peaple have
good accounting skills, but
couldn’t sall somebody o win-
ning lottery ticket the day after
the drawing,”

An eample of the comple-
mentiry theory can be found a
Adagio Galleries in Palm
Springs, co-owned since 2003
by Sonny Ruggiero and Mark
Prather.

Ruggiero said he had known
Prather for several years belore
they formally went into business.
“We knew all of each other's
good points and bad poines.”

Their business is fueled by a
combination of the parmers’
strengths. Buggiero, for instance,
was able to make use of his pre-
vious opetational expertise run-
ning various clothing and wavel
businesses,

“Mark has a wide expertise on
art — people really Hke him and
appreciate his knowledge,” he
said of his business parner. “T'm
maore the fnancial person.”™

Ruggerio notes that a business

partmership i not something he
would recommend for everyone.
Wot all bosiness operators could
sccommadate major differences
with their partners — especially
for the dozens of hours & week
that the two fikely will be work-
ing with one another, particularty
during the crucial start-up phase.

*“It's so much like a marmage,”
said Ruggerio, echoing Willetrs®
sentiment. *You've really got to
hmiw the other person really
well.”

Disagreements,
dissolutions, death

Bracing for the worst, those
who do go into pannerships
must spell out in writing details
like what happens to the busi-
ness should one partner die or
become incapacitated and un-
able o continue in the business,

Mix noted that different indus-
tries have standard formulas that
are used to caleulate the worth
not only of tangible assets but al-
g0 intangible assets — such as a
partner's customer list, special

Please see PARTNERS, G?
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cxpertise of other NON-mMoneTary
gsters that made the business
click.

In the view of Deborah Coben,

a counselor with the Coachella
Valley chaprer of the nonprofic
Service Corps of Retired Execu-
tives, (SCORE), there are three
most valuzsble players m the for-
mation of a company, outside
the parmers themselves. They
are a2 CPA, a bookkeeper and an
attomey especially m cases
where none of the parmers has
}egal or accounting expertise,
Cohen said a prime ssue to put
in writing i the cxact role of the

sion of the business, The com-
pany recently added a fifth part-
ner, #n insurance agent based in
Long Beach, so that it could
open anew office in that aty.

“We now have someons who
knows the Long Beach area,”
said Santora. “If you want to ex-
pand, by taking on a partner it's
less than the cost of seffing up
and munning a whole new office
in another city on your own.”

The insurance firm now han-
dles about $6 million in business

Steve Rich, a business coun-

g as a way to protect personal
aasets should the business en-
counter problems. But they
should consult an atomey or
CPA and be clear on the tax and

legal implications.
The ruling partner

Ideally, Rich said the best way
for an entreprencur 1o get start-
ed is with his own resources,

ted with a bank or
SBA loan if needed. Otherwise,
pariners may need to agree that
even if there is an equal financal
input, the one with more exper-
tse and expenence should be
the one 10 run day-to-day oper-
ations — in other words, one
would be a “silent parmer.”

“Samm::’shmmhau

One more word of caution
mmmnmm

"Pmplemedmmﬁpﬁrm
ships with three owners becanse
two of the owners can gang up
on the third owner, and the third
owner can get stuck as the odd
man out.”

Lou Hirsh covers business for The
Desert Sun. He can be reached at
TTB-4691 or via e-mail at.

Lou Hirh@thedesartsun.com,



