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Types Of Joint Venture
Agreements

Understanding
the Different
Types Of Joint
Venture
Agreements

In the dynamic world
of  modern  business,
collaboration  often
paves  the  way  for
growth,  innovation,
a n d  m a r k e t
expansion. One of the
most  effective  ways
for companies to join
forces  is  through  a
joint  venture  (JV).
However, not all joint
ventures  are  created
equal. The success of

any  col laboration
hinges  on  selecting
the  right  legal  and
operational  structure.
This  is  why  a  deep
understanding  of  the
var ious  types  of
j o i n t  v e n t u r e
a g r e e m e n t s  i s
c r u c i a l  f o r  a n y
bus iness  leader ,
entrepreneur, or legal
p r o f e s s i o n a l .
C h o o s i n g  t h e
a p p r o p r i a t e
f r a m e w o r k
d e t e r m i n e s  h o w
profits  are  shared,
h o w  r i s k s  a r e
managed,  and  how
decisions  are  made.
T h i s  a r t i c l e  w i l l
explore  the  most



common  structures,
providing you with the
knowledge needed to
n a v i g a t e  t h e s e
c o m p l e x  b u t
rewarding  business
partnerships.

The
Foundational
Split: Equity
vs. Contractual
Joint Ventures

Before  diving  into
specific  structures,  it
i s  e s s e n t i a l  t o
u n d e r s t a n d  t h e
primary  classification
that  defines  most
t y p e s  o f  j o i n t
v e n t u r e
agreements. Broadly
speak ing ,  t hese
agreements  fall  into
two  main  categories:
equity-based  and
contractual  (or  non-

equity)  based.  The
f u n d a m e n t a l
difference  lies  in
whether  the  parties
involved create a new
legal entity or simply
a g r e e  t o  w o r k
together  under  a
contract.

Equity Joint
Ventures (EJV)

An  Equ i ty  Jo int
Venture  is  a  formal
arrangement  where
two  or  more  parent
companies  contribute
assets,  capital,  or
resources  to  form  a
new,  separate  legal
en t i t y .  Th i s  new
e n t i t y ,  o f t e n  a
co rpo ra t i on  o r  a
l im i t ed  l i ab i l i t y
company,  is  jointly
owned by the parent
companies .  Each
party receives shares
in  the  new  business
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proportional  to  their
contribution.

This  is  one  of  the
most robust types of
j o i n t  v e n t u r e
agreements because
it  creates  a  distinct
l e g a l  b o u n d a r y
between  the  parents
and the new venture.
This  protects  the
parent  companies
f r o m  l i a b i l i t i e s
generated  by  the  JV.
T h e  g o v e r n a n c e
structure  is  typically
defined  by  a
s h a r e h o l d e r
agreement  and  the
company's  bylaws,
w i t h  a  b o a r d  o f
directors representing
the  owners .  Th i s
structure  is  highly
suitable  for  large-
sca le ,  long- term
projects  that  require
significant  capital
i n v e s t m e n t  a n d
clearly  defined

ownership stakes. For
e x a m p l e ,  t w o
a u t o m o t i v e
manufacturers  might
use  an  equity  JV  to
develop a new electric
vehicle platform.

Contractual Joint
Ventures (CJV)
or Cooperative
Agreements

I n  c o n t r a s t ,  a
Contractual  Joint
Venture  does  not
involve  creating  a
new  legal  ent i ty .
Instead,  the  parties
remain  independent
legal  entit ies  and
agree  to  collaborate
u n d e r  a  b i n d i n g
contract. The contract
specifies  each  party's
rights,  obligations,
profit  shares,  and
intellectual  property
ownership.  This  is
often referred to as a



c o o p e r a t i v e  o r
unincorporated  joint
venture.

T h i s  t y p e  o f
agreement  is  more
flexible  and  easier  to
set up than an EJV. It
is  ideal  for  projects
with  a  defined  scope,
shorter  duration,  or
where  the  parties
want  to  avoid  the
complexity of forming
a  n e w  c o m p a n y .
B e c a u s e  n o  n e w
entity is  created, the
partners  often  bear
jo int  and  severa l
l i a b i l i t y  f o r  t h e
venture's  debts  and
obligations,  making
risk  management  a
critical  aspect  of  the
c o n t r a c t .  M a n y
i n t e r n a t i o n a l
exploration  projects
or  film  production  co-
financing  deals  use
contractual  jo int
ventures.

Specific
Structures
Within Joint
Venture
Agreements

Beyond  the  basic
equity vs. contractual
split,  several  specific
models are commonly
used  in  pract ice .
Understanding  these
variations  is  key  to
choosing  the  right
path for your business
goals.

Incorporated
Joint Ventures
(IJV)

The  Incorporated
Joint  Venture  is  a
subset  of  the  equity
JV.  Here,  the  parties
explicitly  establish  a
new corporation.  The
primary advantage of



Types Of Joint Venture Agreements

Downloaded from ges.cursor.cl by Li & Andrews •
Read more, learn more. • Page 5

an  IJV  is  the  limited
liability it offers. If the
JV fails or incurs debt,
the parent companies
typically  lose  only
their  investment  in
the  corporation,  not
the i r  personal  or
corporate assets. This
structure  is  highly
formal,  requir ing
a d h e r e n c e  t o
corporate governance
laws,  annual  filings,
and  board  meetings.
The  IJV  structure  is
often  the  preferred
c h o i c e  f o r
international  joint
ventures  where  local
laws require a formal
corporate presence.

Unincorporated
Joint Ventures
(UJV)

An  Unincorporated
Joint  Venture  i s
effectively  a

partnership.  I t  is
s i m i l a r  t o  t h e
contractual  JV  but
often implies  a  more
informal or temporary
arrangement. While a
s t r o n g  c o n t r a c t
g o v e r n s  t h e
relationship,  no  new
company is registered
with  the  state.  This
structure  is  common
i n  r e a l  e s t a t e
development,  where
investors pool money
to  buy  and  flip  a
property, or in the oil
and  gas  industry  for
specific  exploration
blocks.  The  UJV  offers
tax  transparency,
meaning  profits  and
losses  pass  through
d i r e c t l y  t o  t h e
partners, but the lack
of  liability  protection
is  a  significant
drawback  that  must
be carefully managed.



Consortium
Agreements

A  C o n s o r t i u m
Agreement  i s  a
specific  type  of
contractual  jo int
v e n t u r e  w h e r e
multiple  independent
organizations  come
together  to  bid  on a
large  project  that
none  could  handle
a l o n e .  T h i s  i s
extremely common in
c o n s t r u c t i o n ,
infrastructure,  and
defense  contracting.
For  instance,  three
separate  engineering
firms  might  form  a
consortium to bid on
building a new airport.

The key feature of  a
consortium  is  that
e a c h  m e m b e r
typical ly  remains
responsible  for  its
own part of the work.

They  do  not  act  as
partners to each other
in the legal sense but
ra ther  as  a  team
under  a  single  client
c o n t r a c t .  T h e
c o n s o r t i u m
agreement  outlines
h o w  t h e  w o r k  i s
d iv ided ,  how  the
cl ient  payment  is
split,  and  who  leads
the project.  This is  a
practical and effective
way to pool expertise
without  creating  a
permanent  business
relationship.

Strategic
Alliance
Agreements

Whi le  somet imes
considered  a  looser
form of collaboration,
a Strategic Alliance
Agreement  can  be
viewed  as  a  type  of
joint venture designed
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for  specific  mutual
benefits  without
significant  equity
exchange.  These
alliances  are  often
u s e d  f o r  c o -
m a r k e t i n g ,
technology sharing, or
d i s t r i b u t i o n
agreements.

F o r  e x a m p l e ,  a
software  company
a n d  a  h a r d w a r e
manufacturer  might
fo rm  a  s t ra teg i c
alliance  to  pre-install
software  on  devices.
T h e  a g r e e m e n t
defines  the  scope  of
the  cooperation,  but
the companies remain
fully  independent.
Strategic alliances are
becoming increasingly
popular  in  the  tech
sector  due  to  their
speed  and  flexibility.
They  are  one  of  the
more  fluid  types  of
j o i n t  v e n t u r e

a g r e e m e n t s ,
allowing companies to
test  a  relationship
before  committing  to
a  deeper  equity  tie-
up.

Limited Liability
Company (LLC)
Joint Ventures

In  many jurisdictions,
particularly the United
States,  the  Limited
Liability  Company
(LLC) is the vehicle of
c h o i c e  f o r  a n
incorporated  joint
venture.  An  LLC  JV
combines the liability
p r o t e c t i o n  o f  a
corporation  with  the
tax  flexibility  of  a
partnersh ip .  The
p a r t i e s  b e c o m e
"members" of the LLC
a n d  d r a f t  a n
Operating  Agreement
that governs the JV.



The  LLC  structure  is
incredibly versatile. It
allows  for  flexible
profit  distribution  that
doesn't have to match
o w n e r s h i p
percentages.  It  also
allows  for  different
c l a s s e s  o f
membership  (e.g.,  a
"managing  member"
a n d  a  " s i l e n t
m e m b e r " ) .  T h e
operational  burden is
generally lighter than
that  of  a  traditional
corporation,  making
LLCs a popular choice
for  mid-sized  JVs  in
r e a l  e s t a t e ,
hea l t hca re ,  and
professional services.

Partnership Joint
Ventures

A  Partnership  is  a
straightforward  but
risky  form  of  joint
venture. In a general

partnership,  two  or
more  partners  agree
to  share  profits  and
l o s s e s .  T h e
partnership itself does
n o t  p a y  t a x e s ;
instead,  income  flows
t h r o u g h  t o  t h e
individual  partners.
However,  the  critical
r i s k  i s  t ha t  each
partner has unlimited
personal  liability  for
the debts and actions
of the venture.

There are also Limited
Partnerships (LPs) and
L imi ted  L iab i l i ty
Partnerships  (LLPs)
that  offer  some
protection  to  certain
partners. While not as
commonly  used  for
complex  corporate
deals  as  the  LLC  or
Incorporation,  the
general  partnership
r e m a i n s  a  v a l i d
structure  for  small,
low-risk  collaborative
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efforts  or  professional
groups  like  law  firms
o r  a c c o u n t i n g
practices.

Key
Differences in
Governance
and
Management

O n e  o f  t h e  m o s t
important  aspects
differentiating  the
t y p e s  o f  j o i n t
v e n t u r e
agreements  is  how
t h e  v e n t u r e  i s
managed.

Board
Management
(Equity JVs):
Incorporated JVs
and LLCs
typically have a
board of
directors or

managers. This
provides a clear
hierarchy and
formal decision-
making process.
Major decisions
often require a
supermajority
vote, protecting
minority
partners.
Partner
Management
(Contractual
JVs): In
contractual or
unincorporated
joint ventures,
management is
usually
conducted by a
steering
committee
comprised of
representatives
from each
partner.
Decisions often
require
unanimous



consent, which
can be efficient
for small groups
but slow for
larger ones.
Lead Partner
Model
(Consortia): In
a consortium,
one partner is
often
designated as
the "lead" or
"prime"
contractor. This
partner
manages the
client
relationship and
coordinates the
work of the
other members.

Risk Allocation
Across
Different

Structures

Understanding  how
risk  is  allocated  is
vital when comparing
t y p e s  o f  j o i n t
v e n t u r e
agreements .

Limited Risk
(IJVs and
LLCs): If the
venture fails,
the parent
company's loss
is generally
limited to the
capital invested
in the JV. This is
the safest
structure for
high-risk
projects.
Shared
Liability
(Contractual
JVs): Partners
in a contractual
JV are often
responsible for
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their own
actions, but
they may be
jointly liable for
the actions of
the venture as a
whole if the
contract is not
drafted
carefully.
Unlimited Risk
(General
Partnerships):
This structure
carries the
highest risk. A
partner can be
personally sued
for the entire
debt of the
venture, even if
another partner
caused the
problem.

Tax
Implications

for Each Type

Tax  treatment  is  a
major  driver  in  the
selection  of  a  joint
venture structure.

Pass-Through
Entities:
Partnerships,
LLCs, and some
unincorporated
joint ventures
are "pass-
through"
entities. They
do not pay
corporate tax.
Instead, profits
are reported on
the individual
partner's tax
returns,
avoiding double
taxation.
C-
Corporations:
An incorporated
JV taxed as a C-
Corp pays



corporate
income tax on
its profits. If
those profits are
later distributed
as dividends to
the parent
companies, the
parents pay tax
again. This
"double
taxation" is a
significant
disadvantage
for some
ventures.
Hybrid
Structures:
Contracts can
be designed to
allocate specific
tax benefits
(like
depreciation) to
certain
partners,
making the
venture more
efficient than if
the partners

acted alone.

Choosing the
Right
Agreement for
Your Business

Selecting  from  the
var ious  types  of
j o i n t  v e n t u r e
agreements requires
a  careful  analysis  of
y o u r  g o a l s ,  r i s k
t o l e r a n c e ,  a n d
timeline.  There  is  no
one-size-fits-all
solution.  Business
l e a d e r s  s h o u l d
consider the following
questions:

What is the1.
scope and
duration of
the project?
Short-term
projects favor
contractual JVs;
long-term
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projects favor
equity JVs.
How much2.
capital is
being
invested?
Large capital
investments
usually require
the protection
of an
incorporated
structure.
What is the3.
desired level
of control? If
you need tight
control, an
equity JV with a
board seat is
preferable. If
you are flexible,
a contractual JV
may suffice.
What are the4.
tax
implications?
Consult with a
tax advisor to
determine

whether pass-
through or
corporate
taxation is more
beneficial.
What is the5.
liability risk?
High-risk
ventures should
avoid general
partnerships
and look
towards LLCs or
incorporated
structures.

Conclusion

The  landscape  of
business collaboration
is  rich  with  options.
F r o m  t h e  f o r m a l
s t r u c t u r e  o f  a n
incorporated  joint
venture to the flexible
nature  of  a  strategic
alliance,  the  various
t y p e s  o f  j o i n t
v e n t u r e
agreements  offer



distinct  pathways  to
ach ieve  common
goals.  An  equity  JV
provides  safety  and
structure  for  long-
term  investment,
while a contractual JV
offers  speed  and
simplicity  for  specific
p r o j e c t s .
Understanding  the
nuances  of  liability,
t a x a t i o n ,  a n d
governance  within
each type is not just a
legal formality—it is a
strategic  imperative.

By carefully matching
y o u r  b u s i n e s s
objectives  with  the
correct  agreement,
y o u  c a n  f o s t e r
partnerships  that  are
not only legally sound
but also positioned for
sustainable  success.
Always  seek  qualified
legal  and  financial
counsel  to  draft  and
review  the  specific
terms  of  any  joint
venture agreement to
ensure  it  aligns  with
your  unique business
requirements.


