Capacity Is Not Exposure.
Ontario lets a trust be a general partner. Nobody has asked what that does to the trust fund.
The doorway nobody uses
Ask anyone who structures Ontario limited partnerships who the general partner is, and the answer is almost always a corporation, usually one with no assets. That is not a legal requirement. It is a convention, and a sensible one: a general partner carries unlimited liability, so you put an empty company in the seat and keep anything valuable well away from it.
But Ontario’s Limited Partnerships Act does not require a corporation. Section 1 defines "person" to include a trust, and lists separately a natural person acting as trustee. Section 2(2) says general partners are persons. Read together, a trust itself can occupy the general partner’s seat.
So an SBA trust, a Lionheart, can in principle be the general partner of an Ontario LP, a Loonie Bear, directly, with no Canadian company in between.
Why that matters
The conventional corporate GP is not a free lunch. Every extra entity has its own residence, registration, ownership and control questions, and its own CRS classification to get right. Remove the corporate layer and you remove a set of problems along with it.
That is the attraction. Now for the question that matters.
Capacity is not exposure
Showing that Ontario lets a trust be a general partner settles capacity. It says nothing about what happens to the trust fund when the partnership has a debt it cannot pay.
The easy assumption runs: unlimited-liability general partner, therefore the trust assets are exposed. That assumption skips most of the interesting law.
A trust is not normally a pot of money that incurs debts in its own right. Liabilities connected with a trust are usually incurred by the trustee. A creditor reaches the trust fund, if at all, by stepping into the trustee’s shoes and using the trustee’s right to be reimbursed from the fund. The Privy Council has confirmed that a creditor who does that gets no better right than the trustee had (Investec Trust (Guernsey) Ltd v Glenalla Properties Ltd [2018] UKPC 7).
The creditor’s route
Follow a Loonie Bear creditor trying to reach a Lionheart asset. Every step needs legal authority:
1. Loonie Bear incurs a debt it cannot pay.
1. Lionheart, as general partner, carries liability for it under Ontario law.
1. The creditor enforces that liability against the trustee.
1. The creditor claims the right to step into the trustee’s indemnity against the trust fund.
1. That indemnity must exist, and must be wide enough to cover liabilities from the general partner role, under the trust’s own law (SBA Cap. 193) and its deed.
1. Only then does the creditor reach the Lionheart fund.
Two gates
The route splits into two separate legal questions, governed by two separate legal systems.
1. Gate A, Ontario: Will Ontario law let an LP creditor step into the indemnity of a trustee of a foreign trust?
1. Gate B, the SBAs: What right of indemnity does Cap. 193 give the trustee? Is that right fixed by law, a default the deed can change, or something that exists only because the deed grants it?
Here is the asymmetry. The creditor needs both gates open. The trust needs only one of them shut.
Why Gate B is the interesting one
If Cap. 193 imposes a broad indemnity that no deed can restrict, there is a real exposure, and a corporate GP may be worth its cost after all.
If the indemnity is a default rule, or exists only because the deed grants it, the answer may be a design choice rather than a risk. A deed written from the outset could define what liabilities the trustee may charge to the fund, and treat general partner liabilities differently.
Timing would matter enormously. A limit written into the trust before it ever becomes general partner is a very different thing from stripping an indemnity away after the partnership has creditors. The second invites every fraudulent-transfer and public-policy argument in the book. The first is simply how the trust was built.
What I am not claiming
I am not claiming that a Lionheart sitting as general partner of a Loonie Bear shields its fund from the partnership’s creditors. Nobody can claim that yet, because nobody has answered Gate B or Gate A. I am not a lawyer, and this is not legal advice.
What I am claiming is narrower, and I think more useful. "Unlimited liability means the trust is exposed" is not an answer. It is a shortcut past two questions that have never been asked. The statute opens the door. The next article walks through it.
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