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Partnership results from a contract and is governed by the Partnership Act 1932. The
partnership is also governed by the general provision of the Indian Contract Act on such
matters where the Partnership Act is silent. It is expressly mentioned that the provision of
India Contract Act which is not repealed will be applicable on Partnership until and unless
such provision is in contrary to any provision of Partnership Act, 1932. The rules of contract
regarding the capacity to contract, offer, acceptance etc will also be applicable to the
partnership. But the rules regarding the status of minor will be governed by the Partnership
Act, 1932 since Section 30 of the Act talks about the position of the minor.

ISR (Partnership):

ATHEIY Th 7Y (contract) & 3cled aldl & 3R IJg HRAT AR 3fafaaa, 1932 gr
fafya e ¥ 1 arsierY 34 AE #, el grsier Afafags Al (silent) €, HRAT gay
fafaTa, 1872 & T Uradrat gRT o Fanford &t §1 I8 TUE & I el 13 § 6 R
gy ITATATH &  yrayre, Toee [AEd (repeal) A& FRAT 91T &, WSIGRT U ST @191, 20t
for & arstiert arfafaee, 1932 & freh uraure & faudid = & | 3y & g, Sa—afaar
e Y &TACT (capacity to contract), UEdTT (offer), Tipia (acceptance) 31T #ff TSGR W
S Bl &1 ehee] ATaTTordT (minor) @1 REUTT & FaIfld 3 9RT 30 & 3R, HRATT ASERT
sifafaTe, 1932 grT & T fore sma €, arifes I arT fadw ®u & Aranferr 6 ufa o
quie el &

Nature of Business

It is a business organization where two or more persons agreed to join together to carry out
the business for the purpose of earning the profits. It is an extension of a sole
proprietorship. It is better than sole proprietorship because in sole proprietorship the
business is carried out by the individual with limited capital and limited skill. Due to the
limited resources of a single individual carrying a sole proprietorship, a larger business
requiring more resources and investment than available to the sole proprietor cannot be
thought of such business. On the other hand in partnership, a number of partners join
together with their capital to form an agreement and carry out a business jointly.

=g vt (Nature of Business):

g Toh AR TS 7, S & = < & w1tk st oy (profit) wum & siw & v wrr firerst s e % T gend
Tt FEmerert (Partnership) e wifies (sole proprietorship) = faeafa & (extension) wmr st
R IE e T I SR BT 7, iR Ushet wTtie § o U A st g #ifia oS (limited capital) s i
e (limited skill) & rer genfaa foram smar 21
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Toh STk o | THTEHT o HRVT, UET ST a6 AT §a el ardT, Toes a1fies 4sft o7t frerr st straveshar &1 8en o,

TEERY 7 s wreer (partners) stot-sroHt Isft ot wemeHT s et Tk wwsiar (agreement) =@ § ofit o &7
T G T FTA o 2

Meaning According to Section 4 of the Partnership Act,1932

“Partnership is the relation between persons who have agreed to share the profits of a
business carried on by all or any one of them acting for all”.

Ll 4 Ed ITET—
“argrerr (Partnership) =+ safwt & s wewr 2, i 30 o1 W wenfa o 6 € foF & 30 e o o sy oo
sieT, i3 ofr g AT 3 o foref weh gr, et o ST @ wefora foRar smar =17

Essential requirements of a partnership

o It must be an association of two or more persons.
o« There must exist an agreement between the partners.

e« There must be a business undertaking or a commercial activity that is
lawful.

« The motive must be to earn the profit and share between the partners.

e The agreement must be to carry out the business jointly or by any of
them acting on the behalf of all i.e., there must be mutual agency.
Examples:

A and B buy 100 tons of oil which they agree to sell for their joint account. This forms a
partnership and A and B are considered as partners.

A and B buy 100 tons of oil and agreed to share it among them. It does not form a
partnership as they had no intention to carry out business.

wEERT % amavaew o (Essential Requirements of a Partnership):

o I QI AT &1 T 31U cIhdl T T (association) BT AT |

* OISR & &1 T TASIAT (agreement) 1T 37T &

o IS I TFATT (lawful business) IT ATOISIS TTATATT (commercial activity) BT AR
o 3297 STH PHATAT (profit earning) 3R 38 TEieRT & = dicar gl ey |



notes by inmentech Ilb sem 2 mar 2026

* AT S8 YehR T ST Tfen fob cqaary G gRT AT 344 I fhdl Teh gRT, Toft by 3 &
HaTferd fohaT ST, 31T URTARSE JTHBIOT (mutual agency) BIAT TATE &

3aTeUT (Examples):
-A3T\TB100H3ﬁ@ﬂ3ﬁ%3ﬁ?$@3ﬂﬁﬂ'§?ﬁ@1ﬁ(jointaccount)%ﬁlﬁaﬂﬁwmﬁmﬁl
g TSGR IATdT & 3R A JAT B TSGR (partners) AT ST

o A 3R B 100 T T @I & 3R 38 3M0H & dicad IR AEA eld & | TS AISIERT el I, Fifh
SAehT TTIHTY A P DIs SGT el AT|

Number of members

Any two or more persons may form a partnership. There is no limit imposed on the
minimum and the maximum number of partners under the Partnership Act,1932. According
to Companies Act 2013, the maximum number of 100 must not exceed in case of
partnership and minimum is 2 partners.

If in any case, it exceeds the maximum limit then it will amount to the illegal association
under of Companies Act,2013. According to of Companies Act the
maximum number of partner in case of:

e Banking purpose-10 persons

e Other purposes- 20 persons
o TEEAT Y TEAT (Number of Members):

PS5 o ar 1 @ F 3TAP b ABIGRT (partnership) TT b &1 HRATT
e AAATA, 1932 F AT ARIERT & ~gaas 3R 3RAFax Iear
hls TUT Hiar AORa a& & 78 )

o feheg Puell FRAATHA, 2013 & IFAR, WG # ITAPdH Feedl H d&ar 100
& A6 & AT AR, 3R YAdH 2 AAGR BT HTIIH B

. I forelt Rufa & aieRt & e AuRa 3fledd dem @ 37¥s & S
T, dl IE YURT 464 & AT 319 TG (illegal association) HATAT SITTI|

o [ HYUN 11F HJIAR FHAGRI Y HfAbIH Fear—
« §fhaT BT (Banking purpose) & forw — 10 =i
« 37T BT (Other purposes) & forw — 20 @l AU o1

Agreement


http://corporatelawreporter.com/companies_act/section-464-of-companies-act-2013-prohibition-of-association-or-partnership-of-persons-exceeding-certain-number/
https://indiankanoon.org/doc/1080390/
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The partnership is an agreement in which two or more person has decided to carry out
business and share the profit and losses equally. To create a legal relationship it is
necessary to form a partnership agreement.

The partnership agreement becomes the foundation or the basis on which it is based. It can
be either written or oral. The written agreement is known as a partnership deed. Partnership
deed mainly consists of the following details:

« Name and address of its firm and business

o Name and address of its partner

o Capital contributed by each partner

e Profit and loss sharing ratio

o Rate of interest on capital, loan, drawings etc

e Rights, duties and obligation of partners

o Settlement of accounts on the dissolution of the firm

e Salaries, commission payable to partners

e Rules to be followed in case of admission, retirement and death of a partner
e Mode of settlement on disputes among partner.

Any other affecting the rights of the partners

. '\‘:I?:I'EﬁFIT (Agreement):
ASIGRT Teh VAT THSNAT (agreement) &, oG & a1 & & 311A6 i cgadd
B JAT 3b o1H 3R S (profit and loss) BT 30 # diea & fow Fead
ed &1 T Tafe TaYy (legal relationship) TATUT el & foIw TAmigRY Fasiian
AT HTaRTD T

o TBIGRT FASNAT & 3HPT AUR (foundation) BT &1 I ToIT&d (written) 3T
&P (oral) AT UBR &1 & ThdT &l fofad Fersla o “asier’y o’
(Partnership Deed) gl SITAT ol

o WHEH AW (Partnership Deed) & A&AT: AFafaf@a favor @ §—

o *Wd (Firm) 3R cIadm™ &1 AT T Udl
« ATSIGRT (Partners) & AT 3R o
« TP HIHGR gRT &A1 a1 Yoh (capital)
« oA 3R g e @ AU (profit and loss sharing ratio)
. tuﬁﬁ, HUT (loan), 3TEIUT (drawings) 3¢ UR AT T €T (rate of interest)
« ISR & 3fAPR (rights), Baed (duties) 3R &T—-ca (obligations)
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B & Taged (dissolution) UX WTAT T fAUEIA (settlement of accounts)

« HISIGRT @ a1 S arell dda (salary) T HAIRA (commission)

« ATSIGR & YA (admission), 'Q?-ITﬁ?{ﬁf (retirement) 3R g (death) 6 Tafa #
3UATT I drel AIA

- OIBIGRT & &g faarg (disputes) & @Uera &7 faf& (mode of settlement)

- AIBIERT & ATAPRT P THITAT T dlel 37T UG (any other terms

affecting rights of partners)

Business

The partnership must be created for the purpose of carrying the business which is legal in
nature. Co-ownership of property does not amount to the partnership. As per the
definition given in Section 2(b), a business includes any trade, occupation or
profession. It is any kind of occupation that is not something done just for
pleasure. It is an operation conducted by a particular method that is continuous,
and from which income or profits can be derived.

=g (Business) —amr 12:

e #1 T W e (business) #r GEIfd A % Se W BT =iy, < faftema (legal) €n et gufr @t
we-wrier (co-ownership) T 7= AT <T@

g 2(b) % HER, “weE’ ¥ #iE off =R (trade), =e@™ (occupation) ar dum (profession) wffafad gar
I€ W wF 2, ST Fad me (pleasure) % fog W€ R smar, sfer w fRfie (continuous) s & gefera 2t
¥ @i fye@ 3= (income) ar @ (profit) g foRar ST aekar 21

Mutual agency

The business is to be carried by all of them or by any one of them on behalf of all. It gives
two assumptions

Each partner is entitled to carry out the business. The mutual agency exists between the
partners. Each partner is a principal as well as an agent for the other partners.he is bound
by the acts of other partners as well as can bind others by his own act.

yreafer sfERer (Mutual Agency) — emr 13:
WEERT &7 e o "ERl 5 A7 3 ¥ R TR g, ot T SR ¥ wenfoa fRar ST ®1 se @ "Heaqel e

Wy Bt



https://indiankanoon.org/doc/1713027/
https://indiankanoon.org/doc/1101672/
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® Y% WIEEN I SHIH™ GeIeld i o IR BT 2
* e & e urEfes stfreer (mutual agency) fremm 2T R

Yol HIEREN, 3T WEert & faw ww @y (principal) off 2@t @ ot sifiekal (agent) s o= o= @Rt % %t
T ST BT €, S ST HET TR T WEeRy wr ot ST & T R

Sharing of profit

The agreement is to share profit and losses among the partners. The sharing of profit and
losses can be according to the ratio of the capital contributed or equally.

It helps to distribute the burden among the partners in the case when the partnership suffers
losses.

SITH T ISaRT (Sharing of Profit):

TR & Ig G eidr & fop Areier 3mag & o1 (profit) 31X &1 (loss) @Y afeaT| omaT 3R @iy
EFrEiEﬂRT'i\_rﬁ(capital) ﬂ53-|ojl-lld H I1 GATE ®U H (equally) fRaT 31 IhdT &1

e e 39 RUTT & ARt & 9 HR (burden) &Y dfcer 3 TErId oidl &, ST ASIGRT &l &lfel
(Ioss)?ﬂ?ﬁ%l

Liability of partnership

All the partners are jointly liable for paying the debts of the firm. The liability is unlimited which means
that the partner’s private assets can be disposed of for the purpose of paying the debts of the firm.
wreenr 3w (Liability of Partnership):

ofr wreer w4 % it (debts) % g % fae v ' 8 saert (jointly liable) srrd

arerer & St srEhfra (unlimited) =i, srrfq & 3 i s s e & foe areert i fsfrwufa (private assets)
T oft ST fofar ST ke R

Test of partnership

Section 6

of the Indian Partnership Act provides the mode of determining the
existence of a partnership. The following are the provisions in Section 6:


https://indiankanoon.org/doc/1280166/
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1. While determining whether an association of persons is a firm or if a
person is a partner to a firm, the real relation shown by relevant facts
between the parties must be examined.

2. Sharing profits from a property held by persons jointly does not
automatically qualify such persons as partners.

3. A person can hold a receipt of the share in profits or receipt of
payment that is contingent upon the profits, but that does not make
him a partner. The following are such persons:

e Servant or agent who receives remuneration or commission.
o Widow or child of a deceased partner who receives an annuity.
e« Moneylender to the partnership business.

e The previous owner or part owner who has consideration for the sale of
the goodwill of the business or share of it.
o wrEErfrvier (Test of Partnership) — s 6:

o U 6 WEEHT F wifded T et e i farfer srardft 21 sk g wre Frefefed

o g it o www o =afeal w1 1S Tye (@ssociation of persons) wd 2 ar =, srmr=iE =fe
ATEER ? AT e, it o sfter aredferss warer (real relation) s wEiia qeat & e o gwar ST =Ry

o TEmETH W T TR (JoiNt property) & & o A T SeanT STIH-31TT 7 HISERT T e

o IfeohIE AR oM fewam ITH ohaT & AT o W e e (contingent upon profits) s e
2, A ST SR 9T 39 |G el HHT SO UE Sk o SaTetvr—

e o Igw (servant) ar swfirkat (@gent), Sirwfefies (remuneration) ar i
(commission) wm sar 2
o e grger i faear (Widow) @rsar (child), fsaranfidir (annuity) a2
® TR S| T K0T o o1 gerr (moneylender)i
o @@t (previous owner) = s1ifies @ (part owner), & seam i efae
(goodwill) = fasrr 3 sreer witwer (CONsideration) s g

Real criteria for determining partnership

It is clear from Section 6 that the sharing of profits is not the ultimate test for
determining whether a partnership exists. The existence of a partnership
depends on the actual intention of the parties and the contract drawn up by
them. In some cases, an alleged partner might have a share in the profits of the
business, but that does not by default make him a partner.

The earlier position was that the share of profits is the criteria for determining
partnership, as held in the case of . The House of Lords


http://www.lawschoolcasebriefs.net/2014/06/waugh-v-carver-case-brief-summary.html
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overruled this decision in the case of . In this case, Lord
Crownworth held that the real test of partnership is mutual agency among the
members of the particular association. However, the factor of share of profits
cannot be eliminated. Share of profits is certainly an important piece of
evidence that helps to determine the existence of a partnership, but not the
ultimate test.

wrgerr fufer %7 arafas wmEe (Real Criteria for Determining Partnership):
T 6T I WE BT ¥ % Faer @ @t searr (sharing of profits) @ wERir & sifae #r siftw (ultimate)

wireer FEF R wEErT wr i vl i awdtasw wew (intention) it 3Tk g fRT T srgey (contract) Wit
T R

FT WS H, F5 ARE A€ & o T e ww war 8, afe o8 9% @a: weer (partner) @ S Sam
o F T W Smar or fF oy e & wer fufor @ qer smew @, S iR Waugh v. Carver  weT T om

forg 3@ fagr@ @ Cox v. Hickman# sw=fiwr (overrule) st fear mm
3@ e T oie sed (Lord Cranworth) 3 st 3 @i = aredfees wiemor (real test) wigert & < ureafer

afimr (mutual agency) ?1
TTAITR, AT T ST [ & & AT T8 81 I8 9een o e & Fuifd & T & weeyt aw

(important evidence) sfaw ®, wifert @e sifom wliwor (ultimate test) == 2

Kinds of partnership

The various types of partnership are based on two different criteria.

With regard to the duration of the term of partnership:

H@a'lfl' &P PR (Kinds of Partnership):
AreRY & AP YR &Y 37e191-37e19T 3TURY (criteria) W ARG fpw S1a €1
e & 3/af (Duration) & TUR WR:

Partnership at will

when no fixed period is prescribed for the expiration of partnership then it is a partnership at
will. According to two conditions need to be fulfilled:

= No agreement about the determination of the fixed period of partnership

= No clause with respect to the determination of partnership.


https://indiancaselaw.in/cox-v-hickman/
https://indiankanoon.org/doc/1990193/
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»  FTORER "SGR (Partnership at Will):
S ASIERT fr FATTA (expiration) b forw s AT 31a@f (fixed period)
fAuiRa & & ST, a9 38 TTOTGER A (partnership at will) HT STTAT &
- YRT 7% HFAR, 38 fow ar o 3aeds §—
- = FEIERT &1 3afY (duration) b fAUROT & FIU F BS FISHar @
» TTIBIGRT & T Bl (determination) & TIY H PIS UraU (clause) T &

Partnership for a fixed period

When the partners fixed the duration of the partnership firm then after the expiration of the
fixed period the partnership comes to an end. When the partners decided to continue with
the partnership even after the expiry of the fixed period then it becomes a partnership at
will.

On the basis of the extent of the business carried by a partnership

mﬂ'miﬁ'ﬂ'@aﬁ(%rtnership for a Fixed Period):

ST TTSER TSGR Ha T 3@t (duration) Ugel § fAUTRE e 0 &, Y 39 AT 31afQ & gamg
T W AR Tad: TATT & ST &

Ifg TreR 38 AU 31af & T 813 & are o TR A SR T &1 ATy o §, ar ag

TR HTSIGRY (partnership at will) I JTAT &
I & faTAR (extent of business) & 3TTYR UT:

Particular Partnership

When the partnership is created for completing any project or undertaking. When such an
undertaking or project have been completed then partnership comes to an end. The
partners have a choice to continue with the firm.

fafsre @t (Particular Partnership) — smr 8:

o wreerr forer faerw R (project) @ swsww (undertaking) & @ w7 & faw s St ®, @ 9 fafiny wEeRt
FET ST A
S g€ FA AT GRS PO BT ST ®, O WISERT w@d: WHE e S

BT, TSGR o U 98 foshew (option) Tar & fF I @Rt @0 o o S @l


https://indiankanoon.org/doc/671279/
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General Partnership

when the partnership is created for the purpose of carrying out the business. There is no
particular task that has to be completed. The task is general in nature.

WH‘I@E@' (General Partnership):

ST TSR BT TS AT FT T SIIITT (business) B & 32T F foham S1ar & 31K s fadw
Gap (specific task) TR &1 2, a9 38 g ATBCRT Fgl ST &
sﬂwzﬁmﬁaﬁﬁmwmm?q(general)m%ﬁ?%mwﬁfﬁauﬁ@mw
AT A& 2|

Scope of Partnership Act

The partnership arises from the contract but not from the status. The intention of partners is
a question of the partnership. the partners may exercise any of its power at time but must
not exercise in the pursuance of illegal, fraudulent or misconduct.

If any of the partners have made the contract without the consent of all other partners then
the question as to the validity of such contract arises. If all the partners have accepted or
ratified the contract then no question as to the validity of such contract arise.

With the consent of all the partners, the partnership can become a member of another firm.

wgerr sAfufam w1 &7 (Scope of Partnership Act) — &mr 5:
ey & 5 feafa (status) & =, sfew sgewr (contract) & 2t &1 @Rt @ frafor wEeRr fir wem
(intention) W fft =t &

WEER A9 SARFRT T AT K wHT T, foheg 5 TRl em@wr (illegal), swegt (fraudulent)sr gm=m (misconduct)
* T W W @ R S Ry

Ify foreft TeRm T o= WEeR T wewufa % T w1 ey fRr R, 9 s@ ergey o Jwar (validity) #r wer et #
Ify ot weRR 3@ ey w wiwr (accept) I sHiRa (ratify) s <9 €, O IERT SuaT W HIE W € @
wft g i ggals @, wh geedt B TR o v St e (member) ot w9 @Rt R

Partners

The member of a partnership is called partners.it is not mandatory that all the partners are
the same or all the partners participate in the conduct of the business or share the profit or

10
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losses equally. The partners are classified depending on the nature of work, the extent of
liability, etc. There are basically six types of partner:

o Active/managing partner: The partner who takes participation in the conduct of
the business daily. This partner is also called an ostensible partner.

o Sleeping/Dormant: He does not participate in the conduct of the business but he
is bound by the conduct of all the partners.

o Nominal partner: He is a partner to the firm only by his name. In reality, he has
no significant or real interest in the firm.

e Partner in profit only: The partner who agrees to share the profit but does not
suffer losses. He is not liable for any liabilities in case of dealing with the third

party.

e Minor partner: A minor cannot be a partner according to the Indian Contract Act,
but he can be admitted to get the benefit of all the partners gives the consent. His
will share the profit equally but his liability will be limited in case of loss of the firm.

o Partner by estoppel: it means when the person is not a partner but he has
represented himself by conduct, or words to another person to be the partner
then he cannot deny afterwards. Even though he is not a partner but he becomes
the partner by holding out or by estoppel.

o TEER (Partners):
ABIEHT (partnership) & TGEAT Pl TSGR (partners) BT ST &1 I& TATR
Jef ¢ o g9l geR @H &, I1 g gauT & arad H AT o, 37Uar
SMH-EIfT Bl AT ¥ H dic|

o TEIGRI & JINHIOT 39k H & TIRY, AT (liability) 3fE F TUR W
R ST ¥ ATTA: FRERT & AeAfafd R B §—

o - GiFI/UGY HEER (Active/Managing Partner):
Ie gieieR o Ufdfed cIaarT & Tl # AT ofdl &1 39 Udhe TBIER
(ostensible partner) $T gl ST &

. «fAfSsa/amr g3 "SGR (Sleeping/Dormant Partner):
IE AT & AT A AT el ofdr, R oY 307 Ieerl & &t @ aur
BT |

o «ATHATT & AEHEGR (Nominal Partner):
Ig dhadl 17 & T I=eR BIaT &1 IEda & sTPT B A PIS aEdfad AT
AgcaquT o &l @il

11
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o < hddl o F ARG (Partner in Profit Only):
Ig TIBIER hael oy A RETm o & OU edad aidr &, dfha aifey & amer
el odT| AATd: Jg diaR U&7 & UTd ¢AGIRAl & TolT Saierdl el aidrl

o AT WREASGK (Minor Partner):
AR ey 3TATATA, 1872 % AR, ATCTORT ASER Tl def Hebe, fhe
gt et fir eAfa O 3O i & oy & forw nfde fhar a1 gopdar
Tl a8 H A AT U a1 ¥, Weq el H Rufa 3 sad car @ifda
(limited liability) @iy &1

o <UfA9Y (Estoppel) §RT HISER (Partner by Estoppel):
9 s I iR J gia gv 81 37U 3TTROT (conduct) AT AT (words) GRT
I Pl WHER & & A JEJd Bl &, a1 916 H I8 S8Y ThR el il
BTl 3H UbR, a8 “holding out” TAT “estoppel” & TG & YR W ABIER
AT ST B

Relation of partner with one another

All the partners have a right to create their own terms and condition with regard to the
affairs of the business in the partnership deed. The Indian Partnership Act has prescribed
the provision to govern the relation of partners and this provision is applicable in case when
there is no deed. The various rights of the partners are explained below:

e Right to determine the relationship by contract
The partnership deed determines the general administration of the partnership like what will
be the profit-sharing ratio, who will do what work etc. The partnership contains the rights
and duties of the partners.

Such a deed can be made either expressly or by necessary implication. For example, if one
partner looks into sales daily and other partners do not object to it, his conduct will be
presumed as the right of all the partners in the absence of written agreement. So it can be
concluded that all partners create a right for their own.

HIQER’TQFE?IHW (Relation of Partners with One Another):

T AR Fsie) faer @ (partnership deed) & HATCTH ¥ cTIATH & ATHell & Ha9 3 30 AT
3R erd TR e @ed €

HRATT AR AT, 1932 TEIGRT &b AT Fa4f bt fGafHd e & v graura ¢ar g, 3ik 3
uradTe 38 Eufa # e ald € 5T 13 faed (deed) AlS[E AT &1l

12


https://www.lawnotes.in/Section_11_of_Indian_Partnership_Act,_1932

notes by inmentech Ilb sem 2 mar 2026

HZGRT & faffea #fQaR AFafai@ad §—

* 3gaY gRT Hau fAuifia o @ 3feR

(Right to determine the relationship by contract) — 9RT 11:

wEerr faom, wEed & wwer vees (@dministration) s fifa wear @, S—emy sfer @ sguE
(profit-sharing ratio), == =i-ar &0 ®om onfa s@d wERn & sk (rights) it wder
(duties) fr wfier s &

g faor s (express) s & =1 sevas s (implied) s sAmr ST owskar @1

T & fow, afe uw wEer gfier fsfr (sales) & #rf J@ar ¥ o o URkR 3 W HS AN e o,
ar fafed wmeid & e & 3ot 9%+ wft ween sRr wied eI TET ST
I I8 Trors Feer ST wenar € fr dEer o SRtmr W o Trifa o wea )

of the Indian Contract Act,1872

Agreement in restraint of trade is void

All the agreements which restrain the person from carrying any lawful profession, trade or business are
void.

But of the Partnership Act states that the partners can restrain each other from carrying a
business other than the firm. but such restraint must contain in the partnership deed.

R 27 o SER—

=R frrr (restraint of trade) evm arer wfr awsia v=r (void) =& srfa, S ofr wwsir et safte o foredt e
ST, AT AT HET i & Tkl &, o STHT A S 2

g g 11 & 778K, HIEER 109 & I WenlT o Hehd § foh 3 WH o STTTAT 1S 31T S| Tal il

Trtter, tEr wfaser (restraint) e faere (partnership deed) # wrs & @ wnfier gFT =nfe

Rights of the Partners

« Right to take part in the conduct of the firm’s business:
provides that every partner has the right to be involved in the
conduct of the firm’s business. All partners have the right to manage
the firm’s business.

« Right to express opinion: Section 12(c) provides that all partners
can freely express their opinion in matters concerning the firm’s
business. However, before a decision is made based on an opinion of a
partner, the consent of other partners must be obtained.

« Right to have access to books of the firm: Section 12(d) of the Act
provides that every partner has the right to look into the books of the
firm, whether the books concern the accounts of the firm or not.
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Right to profit: As per , all partners must equally share
profits earned through the business.

Right to interest on capital: Section 13(c) provides that on an
agreement, the partners of a firm have the right to claim interest on
the firm’s profits from the capital.

Right to interest on advances made by partner: In some cases the
firm may need extra money apart from the capital. In such cases, a
partner may make advances to the firm and he may also claim interest
on such advances.

Right to indemnity: Section 13(e) of the Act provides that a partner
may make some payments and incur liabilities while acting on behalf of
the firm. The firm shall indemnify a partner in respect of such
payments and liabilities, whether it was made in ordinary course of
business or in emergency.

Right to dissolve the partnership: provides that a
partner has the right to file a suit to dissolve the partnership. The court
may dissolve firm on any of the grounds given below:

. Unsoundness of mind of a partner, where the suit shall be brought by
another partner or the next friend of the unsound partner;
. Permanent incapability of another partner to perform his duties;

. Another partner is guilty of conduct that prejudices the business of the
firm;

. Committing breach of agreement by another partner by wilfully or
persistently;

5. Transfer of interest in firm by another partner to a third person;

6. Business of firm cannot be carried on due to losses;

7. Any other ground which makes it just and equitable to dissolve the

partnership.

provides that after dissolution, a partner has the right to
wind up the business of the firm. On dissolution, every partner or
his representative is entitled, as against all the other partners, to have
the firm’s property applied in payment of debts and liabilities of the
firm, and then have the surplus distributed among the partners or their
representatives.

Right to not get expelled: provides that all partners have
right to not get expelled except on certain grounds and they must be
given reasonable warning and opportunity of explanation before the
expulsion.
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« Right to prevent introduction of new person: provides
that every partner has the right to prevent the introduction of a new
partner without his consent to the firm, unless the agreement has
expressly provided that such introduction is permitted.

« Right to retire: of the Act provides that a person has right
to retire with the consent of other partners, unless the requirement of
consent is waived by the agreement. The partners can retire by simply
providing a notice to other partners in partnerships at will.

wrgert % e (Rights of the Partners):
o T F I F TEIAT W W o T AR — ewr 12(a):

Jcdeh WK I G & HG@R % Holad W AT o T ARMR ST 31 ol "gert # gee (management) w5t
AT T BT R/

o T T AH HwA H AR —uwr 12(c):
it OERR W % e ¥ Heid omel § WAl € 9 S T 2w R W 8 foheg TR ol & ueer e
ARl T weHla SEwEE At A

o wf fil Qe T I@H H AR — e 12(d):

T wrEer wr wH Hr gEet (books of accounts) #r T wA #T SAfER BT @

o ANT WA A T AR — o 13(b):

ff UERR SEER ¥ W T kT O § W i % AR B € (S sk TR st weafa T own))
o ISt W = T AR —gwr 13(c):

AT % STER, WEER SO OSf T SaT I R % St d f

o iy Tfdit (Advances) W =T wT SIRmERR:
afg S wger v @ Afafcs o ar ®, 9 98 W W SN R SET B Hehdl @l

o g (Indeminity) #r sifiree — amr 13(e):

T FE WHACR FH AT X FR FS GC HE P HaT @ AT AR 39T 7, A W 36 saehr @fayfd (indemnify)
HON, SR 98 GHFT AU W e 91 I T

o Trzeit & 9 (Dissolve) wT #T SRR —awr 44:
PR = § e (suit) SR R GERRT BT AT T Gehdr 31 =Eer FEfafed et 1T % A Wi R HeRar
foredt e @ eFery Afass (unsoundness of mind)

foredt @t ST @ semar (permanent incapability)
forelT W T TET ST ST WH % AW T EI IgET
TRt WTSER BT WHEIA T STHEgeRt AT SRTAR Sge
foredt e g oot fewdert et safr @ s T
TAIAR B o S0 SHGERT T Halfeld = & 9Hr

w1 o wrer st =t (just and equitable) g
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e & g (Winding up) 1 tfisr — amr 46:

fooeT & 91 YRS RN AT I YRR B % FEt o www (wind up) F #T IReER TEar {1 wH T waRr @
W Te WU ST Gt & e § R Sar #, ofit 9w ufir ween #§ Wi S R

o fwpaT (Expulsion) & gar w1 sfusr —amr 33:

Foreft Tmger @ forr S wwor & fremfad A& R ST e <@ v Sfea g (notice) st wodieRr @ stEEw

feam T =nfe

* T WEER % YA H Ak Hr AR —uwr 31

H$ off gEer o wemfe # fomr fREt U s i wEed § wifer @9 ¥ A% Gwdr ®, 9o q% T wweia ¥ s@E

foodia e = &n

o et (Retirement) =1 st — amr 32:

S PR T PR T Terfd o WP ¥ T 8 UhdT ®, W % h Gusiid H HeHid i ATwehdl Tl BI@T T

T 8 gesrEr weEnt (partnership at will) %, weer Fea geAr (notice) 3R off danfigw & weRar B

Relations of partners to third parties

Section 18 to 22 of the Act talks about the relation of partners third parties

prescribes that the partners are an agent of the firm for the purpose of conducting the affairs
of the business. The partners act as the principal and agent as well. when he performs the act in his own
interest he is the principal and when he does in the interest of another partner then he is an agent. He is
not an agent for the dealings or the transactions between the partners themselves.

states that any act which is performed by the partners in the usual course of its business
binds the firm itself. The authority to bind the firm is implied authority

states that partners can make a contract to restrict or expand the implied authority of a
partner.

states that if any act is done by any partners in case of an emergency which a prudent man
would do, then such acts need to bind the firm.

specifies that if any act is done by any partner then it must be done in the name of the firm
or in such manner which binds the firm.

et wer % @y et #r @ewr (Relations of Partners to Third Parties):

gRT 18% 22 H wERRr 3R el v (third parties) & sfer weiwr &7 9vfT foar T
e g7 18:

UIEET, G o oJa@™ o oo & g & % 3ffirerat (agent) @i €1 ueds @R wh @ wu (principal) 3

sfirrat (agent) aFT BiaT B 9 98 o9 fed H #E AT B, A 98 WU AT 7, 3T W T WPl & fod A wef
HT B, AT g€ SAeRdT BT =

BTeAToR, TR S8 % -7 (mutual dealings) § ww-g@t & sifuewal T& 2
o T 19:

Eel g eE™ & gm= (usual) s T frar T g ot R e @ amer (bind) Sar /1w S o wE T ag
e “fafed wifter” (implied authority) et 21
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o gy 20:
wEER | 7 ey (contract) ek TRt wmgRr i ffed wiveor (implied authority) =t #ifi@ (restrict) =m

forearfa (expand) =t @ R
o gy 21:

srase (emergency) $r feurfa #, afe i wEeT vEr wRf war @ St wh wEeer =1t (prudent man) s, A oE
R EH T ST

® guT 22:
IfE AT WEER BT HE AT ¢, ST B & AW W AT W alih ¥ HEr =iy Smd v arex (bind) @ @@

Duties of partners

« Duty of greatest common advantage: As per of the Act, it
is incumbent upon the partners to carry on their business for the
greatest common advantage of the firm. The partners must act so that
all the partners benefit and secure the maximum profits. No partner
should act for their personal gain.

o Duty of good faith: As per Section 9, the partners must act just to
each other. The relationship of partnership is on mutual trust and
hence, there must be good faith between them. A partnership is of
fiduciary nature and thus, at every stage of a partnership, the partners
must act just and faithful to one another.

« Duty to render true accounts: Partners of a firm have a duty to
render true accounts as per Section 9. A partner of a firm must keep
and render true and complete accounts of the partnership firm’s
business. He must make it available to other partners or their
representatives when required.

o Duty to render full information: As per Section 9, partners of a firm
have a duty to provide true and full information regarding the
business. Partners are agents of each other and hence, partners must
communicate all information regarding the running of the business in a
complete and truthful manner to each other.

o Duty to not carry another business: As per of the
Act, a partner must not conduct a business other than that of the firm.
Partners can restrain one another from carrying on another business,
provided that such restraint is reasonable.

« Duty to act diligently: As per , a firm’s partner must
act diligently in the business.

o Duty to perform without remuneration: As per
every partner must perform and attend to the firm’s business W|thout
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expecting remuneration. There is a presumption that all partners are to
work for the common advantage of the firm.

Duty to share losses: As per Section 13(b) of the Act, partners must
share losses in the proportions as provided by the partnership
agreement. If the agreement does not provide it, it must be shared in
the proportion that they share the profits.

Duty to indemnify for wilful neglect: As per Section 13(f), a
partner shall indemnify his firm for any of the losses caused to it due to
his wilful neglect during the course of the business. Wilful neglect
refers to an act that is deliberate and intentional.

Duty to not assign his rights: No partner can assign his rights in a
partnership firm to a third person in order to make him a partner.

Duty to act within authority: Every person has to act within the
authority that he has conferred upon him as per the partnership
agreement.

Duty to account private profits: Section 16(a) provides that no
partner can use the partnership firm’s property for private use, or use
any profits derived from the partnership business for his own
advantage. If the property of profits of a firm is ever used for personal
advantage, it must be accounted for.

Duty not to compete: states that no partner of a firm
can carry on another business simultaneously, except with the consent
of other partners. On the failure of obtaining the consent, he must
account for all the profits he made as a result of that and must
compensate for the losses sustained by the firm if any.

Duty to properly use the firm’s property: and of the
Act provide that the property of the firm must be used solely for the
purpose of the firm’s business and not for private purposes. The term
‘property of the firm’ covers all properties and rights and interests in a
property originally acquired by the firm for the purpose of running the
business. The goodwill of the business is also a property of the firm.

HZERT & dded (Duties of Partners):

- e AT SH P Heed — URT 9:

ISRy & pded & 6 O B & 3fQVpad e oTH (greatest common
advantage) & forT & ®Y| P T TSGR Had 370 IRhad oH & forw
BRI AR P

« ETT (Good Faith) & Haed — URT 9:

TR A 3o A =rayet 3R AR § TR HAT AT | TSR
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TIY UREARG [T (mutual trust) G ITATRA BIdT §, AT 9 C{U‘f dard
3TGIF T
« G AWM YFJd LA ST dered — 9RT 9

IISERT A B & FaarT & e iR 1{0‘[ o (accounts) T@a 3R TEJd G|
BT BT BT &, IAT MATRAT TS U 37T TABIERT B STTed HIT Bl
el

« QUT ST & T dhefed — 9T 9:

ISIERT Pl cFaary & Fafad Gl 3maeasd 3R T STl Th-gan &l &t
Euy

« 3 IIHT J T BT Baed —URT 112):

PIS i TIBIER B & ARG 30T TITT JAel PN, ST dd o 3T
AISIGRT & HeHATd o &l

« IRAAYIS BT TS BT Fded — GRT 12(b):

Jcdd ATSIGR &l cIadrd # o9l 3R aRked (diligently) 8 H1 a1 aifey|
- [ TIeifde 1 &R T FacT —9RT 13(a):

Jcddh ABIGR & ®H & S &1 Rl dda (remuneration) T UETT & HLT
IfeT (Id do T H=IAT FASIAT &)

- EIfA P T TS BT HAIT — URT 13(b):

ATERT @ Tfad B FHASHT & AJAR diear aom,; IfE HI$ wayr el g, ar
STH & Hgurd # i aiér suef|

« AR T T$ ATRarT & fow afagfd —arT 13(h):

gfe fordl ABIgR &r SATAGSA D $ IS FTuarer (wilful neglect) & B P g
eI &, g8 3GH IRUTS (indemnify) M|

« 3TRABRT A FEICROT o A P Haied:

BIS TSGR 3T HRABR Fdl N Tfh B FEAART Db 38 THGR AL
T HehdT|

- MIRIETOT & MR FF WA B FHaied:

Ucdeh ABiGR &l 39 JTAPR (authority) P AT & HaT & PR AT
afeT

« ST STH FT AW & FT Ficd — URT 16(a):

IS TSGR FH H FUR I ITTT F U AH F AT SUAT A& IR
gehdT| IfE CAT BT &, dl 38 381 e Sar ghom|
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o UfATUYl F TS FT HIT — GRT 16(b):
PIS WBIER, 3T TR H FeAfd & [Oa1 AT Taqra a8 T Tl
g7 a8 AT T &, df 39 370 gRT 3foid oy &1 I a1 gom 3R %
T §U P HI IRUTS BT Bl

o WA Fr HURT & 3T 3UANRT —4RT 14T 15:
B H Fuld T STAT o BH P Faarg & o & forar smar ke, a 6
IfhaTd 32T & foru|
“ihey Y AUl & o gl Ui, 3feR 3R Ra wfda A & S cgaa &
Farer & fow g feu v ¥ cggara & IEfae (goodwill) T Hr HUfy
A ST F

When do Rights and Duties change?

The existing relationship between the partners come to an end when there is a change in
the constitution of the firms. Such changes in the constitution of the firm may occur due to
the following reasons

o Expiration of term of the firm.
e Carrying out the additional business other than agreed upon.

e Changes in the composition of members due to admission, retirement or the
death of a partner.
The duties and rights of partners remain the same until there is any change in agreement
but such right and duties may vary or modified by creating a fresh agreement.

AMFET T FdeT FT Feeld 22
(When do Rights and Duties change?) —amr 17:

PR % ot feme gey qo gae 9T qiEfdd @ S €, St wH B @ (constitution of firm) ® ufeds @ @
W iEaT Fmfiad srar 4 8 ¥ 8—

o i it fuifa @Rr (term) = @ 2mm
o gerfq 4 frulfta sy & sfafr S e sgaamr =

o TR T AT (composition) # wfEds, S—T @Eer w1 v (admission), BarfEfr (retirement) @ et
R i g7 (death)

WEERT % AR (rights) 3t wder (duties) @5 d% TAW wd T, 9 o % @msid (agreement) ¥ =5 afedT =
forar <y

Tredifer, 7€ st (fresh agreement) & o & 37 il @it wrdedt o wiads (modification) ferar s wekar 21
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Status of a minor

states the legal provision related to the minor according to Section 18 of the
Indian Contract act 1872, no person below the age of 18 years can enter into the contract
which implies that no minor can enter into a contract. But Section 30 states that the minor
cannot be a partner in a partnership firm but he can be admitted to benefit from the
partnership firm. The minor will be liable to get only the benefits from the partnership but is
not liable for any losses or liability. The minor can be admitted to the partnership only with
the consent of all the partners.

There are various rights that are granted to the minor.

Trenfert < fefe (Status of a Minor):
g 30wt (minor) ¥ et foftrer s fow o R

g 119 SR, 189 & %W g & wis off =itk v sy (contract) F& o wekar, STfq Ao ST A W
I BT R

Fohrq g 30 % STIEW, TGN WISERT ®H T "R (partner) T o wehdT, Weg 39 et wreeRl i wenfa & wreenr
& @ (benefits) & forg wnfier fomam ST wehar 2

TTRT FeleT AT U T BT AR BT 8, AfkT 9w % TRt off g (loss) @m @il (liability) 3 forg
JaErEt T& g
ATETCRT T WTEIERT H IMiHer T o ToC ot WEent i weafd sTevgs aer 2

Franfert w Fw faww sRmr (rights) off wem fRe wma &
Various rights are as follows:

o Right to inspect the books of account
e Rights to share the profits from the firm
e Rights to sue any partner or all for his share of benefit or profit

e He has a limited liability which means his personal assets may not be disposed of
to pay the firm debts

A minor has a right to become a partner on attaining the age of 18 years.

. FITEITPOI?T & HRABR (Rights of a Minor):
o <A F a'@T-W (books of account) &T fANETOT HXad &1 HAPR|
« A & SH (profits) H R'EAT UId R HI TABR|
37U o I1 RER & forw fpdt e a1 |t IRt & fAa%g arg (suit) &R”
A &1 IFRAFR|
« 3BT ¢AAT WA (limited liability) BT &, 3ATq I & FKON & HITdT &
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forw sadr S U (personal assets) @7 3T Ael [hAT ST FhT|
- 1898 &1 HY UMd IS W HIZER (partner) defl T HTABR|

Liabilities of a minor

A minor has Limited liability. If minor is declared as insolvent his share will be
kept in the possession of official liquidator.

o |If after attaining the age of 18 years he decided to become the partner then he
has to give public notice within 6 months of attaining the majority. If notice not
given then minor will become liable for all the acts of others until the notice is
given

e When a minor partner becomes the major he will be liable for the acts of all
partners to the third parties.

e If he decided to become a full-time partner then he will be considered as a normal
partner and will take part in the conduct of the business.

o AEfeRT #Y SAATT (Liabilities of a Minor):

o o dmaferT @ aFar @fAT (limited liability) @ &1 I Aranferr @ Rarfoar
(insolvent) YT fhar STaT &, af @@ feear nfAERe aRTAFATUS (official
liquidator) & faZ=oT 3 T@I AT B

o «189Y H Y YT A & I ARG I& AISER ddAT el &, dl 38 6 AE &
MR FIdAfad FIT (public notice) St Bl &l ITG I AT el &dT, I I%
3T FHERI & FrAl & oI 3G (liable) @ ST, ST& b o I Al
& STt

o 3 ATENT ABIGR TIEH (major) I SATAT &, d I8 X UET (third parties)
& gfa T IEeRl & Ff & forw saerRT & arar &

o I ag QOIHITd (full-time) TSGR dda &1 A0 ofar &, dl 38 dd=g
ABIER (normal partner) & T H AT ST 3R I JaAT & HATAT H HTT
A9 |

Liabilities

o Liability of partners for the acts of the firm : All the partners is
jointly and severally liable for the acts of the firms. He is liable only for those acts
which are done at the time he is a partner.
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o Liability of a firm for the wrongful act of partner : When any
wrongful act or omission is done by any of its partners in the ordinary course of its
business or with the consent of others partners then the firm is liable to the same
extent as a partner.

o Liability of a firm for the misapplications by partner : when any
partner acting as an agent receives the money from the third party and misapplies
it or the firm receives the money and money are misappropriated by any of its
partners then the firm is liable to pay for the loss suffered.

o IAW (Liabilities):

o +HH F HR & T AHERE AT ITAT — URT 25:

T AEiER G & Bl b fIw @b (joint) 3R GUF (several) U & StarRT
g &1 3 Pae 38 FrAT F AT ISR A §, S IS WEER T H AN
fepw 1w 2l

o +HEER & Tad Pt F T wF Hr SFar — 9T 26:

Ife IS AER TIATT & FEAT hA (ordinary course of business) F IT 3
ATSIERT & TAEATT & PIS ITedd DY (wrongful act) AT b (omission) FAT &, df
BH I WA T SRerl edt &, Fdar ge @R g &

.+ WEER ENT 9 & geuer & forw wef fif SFar —awy 27:
uﬁﬁﬂ%%(agent)*@ﬁmmgﬁwqﬁﬂmw
T & 3R 3THr W (misapplication) AT &, AT T B UTH U FT PIS
ABIER I (misappropriation) AT &, dT B 39 & (loss) & forw aRerRf
gl ¥

How is registration done?

explains the procedure of the registration of a partnership firm.

« Making an application to Registrar: Any of its partners can send an application
along with the prescribed fee and copy of partnership deed o the registrar of the
area in which any place of business is proposed to be situated or is situated.
Such a statement shall be signed by all of its partners. Such a statement should
contain:

= Name of the firm
= Principal place of business
= Any other place where the business is carried on

= Duration of partnership firm
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= Name and address of all partners of a firm

= The date on which each partner joined the firm

« Verification: Each partner who has signed the statements needs to be verified.

e The name of the firm shall not contain any name resembling the name of Crown,
Emperor, king, Royal, Emperors’, or any other words implying or expressing the
sanction of the government.

states that when the Registrar is satisfied that the conditions of Section 58 are
complied with then he shall record an entry of the statement in a register called the Register
of Firms, and shall file the statement.

wgat (Liabilities):

o HH % FEI % T WEERT H @ —€wr 25:

wff TR wF % wEt % e wgw (joint) it g (several) €9 ¥ SRt €9 § F wow @ wEr % foQ
IERT BT T, ST 6 WEER W F IRE Y T RN

* UEEN & T wEl % foaw wF i I —uwr 26:

Ife A wERR =FaE™ * gw % (ordinary course of business) T AT o=r WgeR T GeAfT ¥ HIS TMerd wR
(wrongful act) ar == (omission) &tr &, dr & 3ET \T o SwErT B €, o 9% "Een w9

® TSR SR &7 % R & fg wH ff AT —amwr 27:

Ify A waer Afrkal (agent) % € T FR A TC AW T F UF W HAT ® R IEH GEIANT

(misapplication) s@T &, a7 & T WA o7 *T I GEER T (misappropriation) war 2, dr w4 @ =T (loss)
* fou et Bt ®

Non-registration of partnership firm

In India, it is not compulsory to register the partnership and no penalty is being imposed for
non-registration but if we talk about English law it is compulsory to register partnership firm
and if it is not registered then the penalty is imposed. Non-registration leads to a certain
disability in accordance with Section 69 of the Act.

Effect of non-registration

e No suit can be initiated in civil court by the firm or other co-partners against the
third party

e In case of breach of contract by the third party; the suit cannot be brought in any
civil suit. The suit must be filed by the one whose name is registered as a partner
in a register of the firm.

e No partners can claim a relief of set-off.
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e Any action which is brought out by the third party against the firm having a value
of Rs 100 cannot be set off by the firm or any of its partners.

e An aggrieved person cannot sue against firms or other partners
Generally, no action can be brought against the firm or the partners but there is
an exception to it. In a case when the firm is dissolved it can bring a suit for the realization
of his share in the firm’s property.

Non-registrations do not affect the following rights

e A third party can bring a suit against the firm

e Right of the partners or firm to claim a relief of set off the claim for the value which
does not exceed Rs 100

o Power of official liquidator, official assignees to release the property of insolvent
partners and brings a legal action

o Partner right to claim for the realization of his share in case of dissolution of the
firm

SR WA @ 3UelauT  (Non-registration of  Partnership  Firm):
HRA H ATSIGHT & UsiiauT (registration) 31Aard %1 & 3R usiioRor & fow &5 &3
(penalty) 8 FGTRA 8T &1 STafe 3 [AfA (English law) 3 TEERY &1 USiiepoT 3faary &
AR 8P HHAT H &3 AT ST &1 FAID, HUSDBOT F PR Fo [AfE IATIdAT
(disabilities) 3cUee gl &, 1T fob ¥RT 69 3 afoTd &l

USTIRIOT & UeTTa (Effect of Non-registration) — ¥RT 69:

« Tha] T FTEIGR X U&T (third party) & a%g Rafaer =amamerar (civil court) 3 arg (suit) R
TET Y Hehdl |

- fg TR ST GRT 3@ (contract) T Seaded fRAT ST &, A 0% fa¥g arg A& arm S
THhdT| dIG hdol Tel TTh G B Tl & [TGdT AT Hhal b Toihiol Toeel H TSGR &
&G H gof &l

« 1S Y TTBIER “Ve-HTh” (set-off) T GaT &I B ThT|

25



notes by inmentech Ilb sem 2 mar 2026

- e Y UeT gRT e b Ta%g 2100 § 377k o1 rdT Toham ST &, aY BT AT 3P TBIER 39
g & faeg V-3 BT TR F&l P Fhd |

- 15 A NS <afh (aggrieved person) BA AT 3T FHERT & fAeg d1g Fel o Fhdl (TS
AT & Tq1Y) |

A, 3olgpd HF AT 38D FHERT & O%g S IS WA & ATl &, dfched TaD
$S UG (exceptions) T &

afe v 1 e (dissolution) & ST &, AT ABIGR UAT REASRT (share) & u1fd & forw arg
ST & ehdT B

3TUSTieRRoT § HIfed o 8l arel 31fA%R (Rights not affected by Non-registration):
« JERT UeT (third party) % & fa%g dTe; SRR HT bl ¢
» OTSIER AT 3 2100 dh & &1d & foIT Ae-31Th o 31TAPR 3@ Tohd &

- FAFIRG TRTATIS (official liquidator) IT TfARIRG 3ATSAT (official assignee) @l
feanferar arsieR &1 Tufe & qF (realize) P HR DIl BRI dA BT ITABR ST &

- af & Tarereer & RS o TR 3 REQe) & urfd & forw grar & Fehar &

Introduction or Admission of
partner

As per Section 31, no person can be introduced as a new partner to the firm
without the consent of other partners. This is, however, subject to the
provisions in the agreement of partnership and Section 30, which deals with
minor partners.

Modes of introduction

The following are the modes of introduction of a partner:
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1. With the consent of all partners
2. Introduction as per the contract between partners

3. A minor admitted to the benefit of the partnership becoming a partner

AEIER &1 94 / 3ifAaeor (Introduction or Admission of Partner) - 9RT 31:

YRT 31 & AR, fhar off <afs o Gl TRl & Feafad & Qe w7 # Jv dEier
& ®q H fdAer Fef fhar ST FepdTl

EIellieh, Ig TGN AT (partnership agreement) & UTaUTATl J2T 9RT 30 (ST
ArarfersT ler & Tafdd &) & 37T giar &

AR & U4 & ik (Modes of Introduction):
AT A3ieR & fAFafaf@a aliet & afde fear s a@dar §—

1. gt TrsieRT & aedfa Al
2. WIPERT & T §U 3GdY (contract) & AR
3. ST Ao, fo0 Uge AR & oH & forw e fpam a=am o1, aaesh

(major) 319 W ABIER a0 STdT &l

Rights of incoming partner

Right to manage partnership business
Right to access books of firm

Right to capital, profit and loss

Right to dissolve partnership

i Ao

Right to indemnification of losses
AU FEeR & 31fAPR (Rights of Incoming Partner):

1. E@BERT & Tgad T & Ua9a (management) H AT o & FTAPR|
2. %A & AW-GEIDBI (books of account) @1 fANETUT I &1 HABR|
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3. Uoir (capital), om# (profit) 3R @fa (loss) # fewar urg & &1 FAFR|
4, OIBIERT & $97 (dissolve) A &1 fAFR|
5. gifa & forv &7fagfd (indemnification) W@ & & AABR|

Liabilities of incoming partner

A partner’s liabilities are only with respect to transactions subsequent to
becoming a partner. The same is provided under . However, the
incoming partner and co-partners can enter into an agreement where it
provides that the incoming partner can be held liable for obligations of the firm
prior to his arrival.

T wEer $r Fard (Liabilities of Incoming Partner):

qC WEER T AT T Had 3T o-oT (transactions) @ it Bt ®, ST ST WERR oW % e fHT T EN
g fagia awwr 31(2) & fifea ¥

TTATTe, TAT WTHER 3T 3T WeRR e ¥ vEr wwetar (agreement) s weRd €, TER oTgER T wRRR W A oo
ert@r (prior obligations) & fow off SueEt & werar R

Retirement of partner

Section 32 of Act talks about the retirement of partners. When the partner withdraws from
the partnership by dissolving it then it is dissolution but not a retirement.

Any partner may retire:

o When there is a partnership at will, by serving a notice to all the existing partners
o When there is an express agreement among the partners

o When the consent of all the partners is given

« WHER HT JdIAGRT (Retirement of Partner) — URT 32:

o YURT 32 TEER & TAMAGRT (retirement) ¥ FITAT TIaUTd LAl &1 ST DI
TEIER B T 9T & AT &, dF 39 gy Sl ST &; 4 Iig
AT & AT & e, df 39 faeed (dissolution) Fgl AT &, A b
AT |

. P15 o FsieR Aeafearaa oRFEufaal & darfaga & dadr &—
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o 3TOEER HTQ’E."I‘@' (Partnership at will) P ATHS H, g F@?\R}f o Aifed
(notice) G|
 SIF TBIERT & 1T PI$ TAY AT (express agreement) &
- g T TR 39T eATd (consent) ST HY|

Liabilities of retired partner

A retired partner continues to be liable for the acts of firms and other partners till he or any
other partners give public notice about his retirement. When the third party does not know
that he was a partner and deals with the firm; then in such case a retired partner is not
liable. if it is a partnership at will then there is no requirement to give public notice about his
retirement.

The outgoing partner may enter into an agreement to not carry similar business or activities
within a specified period of time.

Hartge @R i ward (Liabilities of Retired Partner):
Tartaa weer (retired partner) ®H T o= WRERRT % #MET % U 99 qF SOERT ST @Al ¥, S q% % 36
Fartgfr (retirement) it wrstte g=AT (public notice) & ¥ & S

afy g dww v (third party) o7 7€ S=ar foF 98 weer 9@9ER or oK 9€ WH % @ oH-oT AT §, o v fefa &
g TR e T&F dm

FeoER R (partnership at will) & wmer ®, danfafr & faw aewter gear 7 smaves Td gam
HaTiET wERR T "usiar (agreement) off 9wt ® TR 97 ww fifim sw@fr (specified period) % wue smEEE
(similar business) =t wfafafer <& swm

Expulsion of partner

A partner can be expelled only when below three conditions are satisfied:

o Expulsion of the partner is necessary for the interest of the partnership
e Notice is served to the expelled partner

e An opportunity of being heard is given to the expelled partner
If the above three conditions are not fulfilled then such expulsion will be considered as null
and void.

@z 1 frwmT (Expulsion of Partner) —emr 33:
foreft TSR @ Fae ffafed i wat % @@ e w & frenfaa (expel) R ST wear @ —
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o wrEert & fea (interest of the firm) & feprem smaws 2N

o frepifer fop S A wERR @ 9 g=Ar (notice) @ T @n

* 3 T oq W * Sfua e (opportunity of being heard) fear T 2n
Ffe IwE T wd [ A At dr o e s (null and void) wET Smem

Insolvency of a partner

When a partner is declared as insolvent by the court, it leads to the following
consequences:

e He ceases to be the partner of a partnership firm from the date of adjudication

e His estate which is in possession of official liquidator ceases to be liable for any
acts of the firm whether the partnership subsequently dissolves or not

Partnership ceases to be liable for any act of insolvency partner

QTI??.'IT 1 feaferaraa (Insolvency of a Partner) — RT 34:

9 el ASigR @l =arareld (court) §RT fearferdT (insolvent) B fham STaT

%, dl 38& fAFafai@a akoma g §—

e g% A (adjudication) &1 fAfd @ & TG HH BT e Fel ol

o 3BT U (estate), S ARG TRTAATIS (official liquidator) &b fAz=zoT 3
B &, B & R off 1 & T Suery A9 T, IR ARET ag H o
(dissolve) & T %I

o TN B A 37 fEarfor argr & R FF & v seRerh J@ Wl

Liability of estate of a deceased person

Generally, the partnership comes to end on the death of a partner but if there is a contract
between partners to continue with the partnership on the death of a partner then surviving
partner continues with the business after clearing the deceased partner estate from any
liability for the future acts of the firms.

Tq WEer s wufr v <@ar (Liability of Estate of a Deceased Partner) — gmr 35:

T, TRt TR it 7o 8w areert @ (dissolve) & S @1
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foreg, afy weert % <ffer T srgey (contract) & f ot wEer # 9o % a off W S @, o 9w
(surviving) 9=EER SIe@™ I AT §ET hd T

it fufe #, ga wEer i wft (estate) #r vt % ufrsr & wwt (future acts)  faw faredt off <oar
(liability) & 5w =t fear smar &

Liability of outgoing partner
The outgoing partner is restricted to perform acts like:

e Using the name of the firm
e Representing himself as a partner

e Make the customer of the firm in which he was a partner as its own.
The outgoing partner may enter into an agreement not to carry similar business or activities
within a specified period of time. After the specified period, the outgoing partner is allowed
to carry on a similar business or advertise it.

g (Outgoing) FTSIER T AT — URT 36:
ﬁﬁ(outgoing)mﬁmmmﬁmﬁmm%—

o B3 & ATH (name of the firm) T ST HIAT|

* TIY DI AISIGN (partner) & T H T AT

o {39 ® H I% TBIGR AT, 38k ATEHT (customers) Pl 3T TTAHTT BT 3 TR T HIAT|

TTclfeh, fAqd ATSIER T AASIAT (agreement) T HhdT & Toh a8 Teh [T 31@f (specified period)
e AT TG (similar business) IT IFATAT AT am|

YR 31afQ & a1e, T G STTTTT TR T 3TAT TIR (advertise) P & foIT Tad T 1T &l

Liabilities of outgoing partner to subsequent
profits

When the any of the partners ceases to be a partner or dies and remaining partner
continues with the business without settling the accounts then the outgoing partner is liable
to get a share from the profit earned by the firm since the date he ceases to be a partner.

The share may be attributable to the use of a share of his property or 6% interest per
annum on the amount of share in his property.
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The surviving partner has the option to purchase the share of the deceased partner and if
they purchase it then the deceased partner has no right to get the profit derived from such
property.

g AR & a1g & o1 H ST AT — URT 37:

ST IS TR Bal F 3T & ST & T SHA Fcg & STl & 3R A TR 36 W T fAuer
(settlement of accounts) fohT T < ST Y@ §, df fAqa a1 f1d arier 38 fafd & urg o
(profits)ﬁwmﬁmm%,mﬁ?a%maﬁml

I feean e 3 & fondll Uep 3MUR W & Fahall §—
°W@qﬁ(property)a?wg3fﬁﬁmﬂﬁm,m
°WW®T®WUﬁﬁ6%W(interest)l

AW (surviving) FTSERI & UTH I& fdehed & & foh I Fd ATSIgR 61 REAGH (share) Y @G of | TS
I UHT R oI &, AT HT TSGR Pl 38 FUT & U ATH H DI ATIDR el g |

Dissolution of a firm

Section 39 to 44 deals with the Dissolution of a firm.

Sometimes circumstances arise when the firm gets dissolved. Sometimes a firm is
dissolved voluntary or by the order from the court. There are various modes prescribed
under Section 39 to 44 for the dissolution of a partnership firm. Even when the partnership
is dissolved then it gives certain rights and liabilities to the partners.

% &1 foeeT (Dissolution of a Firm):

o 399 447 wt % fomew (dissolution) & @ W fow @ @

-l et afRefoat Semr @ St € e wwor & @ fomeT & srar 1 o @ R @=st (voluntarily) @ sft
B ekt € A7 =Eed (court) % Smewr T off AT ST weRdr R

ar 399 44 % Iidld "Rl w % fameT & fafie 0% (modes) fuffa fre @ &

e % foaeT & o off Rt % $9 R (rights) 3t 3ard (liabilities) s & 2

Liability of partners in Different Situations

Liabilities of partners after the dissolution of the
partnership firm
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The partners are liable for the acts of the firm to the third party until public notice is given. A
partner who is declared as insolvent, or who is retired, the estate of a person who dies, or
who was not known as a partner at the time of dealing with the third party will not be liable
for the act.

fofirer aftftefert & @t < =ar (Liability of Partners in Different Situations):

w % faeeT % e wERR f g —awr 45:

wrger, 1 & fameT (dissolution) & e off e war (third party) & wfd &% % #rt & 0T @0 q IRt & T,
S 7k o fameT i wEwiteR g=Ar (public notice) & €

Tretten, frfafea il & Jar +& aed—

o ST wmeEr farfe=r (insolvent) =ifSe & < &N

o ST wrEer Yarfiga (retired) & g 2N

o g7 =afr (deceased partner) it @ufer (estate)

o 97 =afm S8 fie w1 % W oH-3F % UHT WRER Wk ®7 § ST & 6 TR em

Wind up the Business Post-Dissolution

When the firm is dissolved every partner has a right to apply for the firm’s property in the
payment of debts and liabilities. If there is any surplus it needs to be distributed among the
partners.

The partners have mutual obligations and rights until the affairs of the firm is wound up.

Trered & 916 TIad &l AT (Winding up) — 9RT 46:

319 % &1 fagea (dissolution) 't‘?foﬂdl %’, IR GED Wﬁmmm%ﬁsm&zﬁrmﬁ
(property) T ST Ugel 3Tk FUIT (debts) 3R 1—¥car (liabilities) & HaTAT & fepaT S0 |

Ife T SAGTRAT T HITAT Bt o dTG Dis HTAAY (surplus) TTdT &, Al 38 THGRT & dra dic
e Srar g

W&*W*{U‘fmﬁ (winding up) o ABIERT & T IREIR® ATUFR (mutual rights) IR
e[ (obligations) I3 A &

Settlement of partnership account
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When the partnership has dissolved the accounts of the partners needs to be settled under
the usual course of business. Various modes can be used for the settlement of accounts.

If there is a deficiency in capital or loss is incurred when it is paid out of profit. If profit is not
sufficient or no profit is earned then it is paid out by the capital and by the partners if
necessary. The partners contribute to the proportion of the profit sharing ratio.

The asset of the firm and the capital contributed by the partners to meet up the deficiency in
the capital is applied in the following order:

e Repayment to third parties
e The amount which is due to him from the capital
e The amount which is due to him on account of capital

e And if any amount is left then it is distributed among all the partners in their profit
sharing ratio.

o TSGR Wrdl &1 fAuera (Settlement of Partnership Accounts) — 4IRT 48:

o ST AEIERT WA &1 faged (dissolution) B JTAT &, AF ATSERT & @Al
(accounts) bl AU AT <AadTAe UfhAT (usual course of business) Gl
HFEAR fopar Srar &1 38 fow faffiea alids a5 adhd 2

. i fi\?ﬁ (capital) & T (deficiency) AT BA (loss) BT &, Al Ut 3 oI
(profits) & GT foham SITelm &1 Ife o1er g =Lt & I IS oMoy A g3 &,
39 Uoft & 3R 3MaeTehdr Usd W ASIERI §RT dgd fRIT ATAT &1 ABIER 39
gIfa & 37 ar-Taavor HAJUTA (profit-sharing ratio) & HAJAR dgd B ol

. W&Eﬁm(assets)ammmaﬁ%ﬁﬁwmﬁﬂ
(order) & TepaT SATAT T—

o Y U A UET (third parties) & RUN T HITAT|
«3HGD 91 ABGRI &l [T 1T 0T (loans) P aATqdl|
« Y TOEIeRT &t Cuﬁrﬁ (capital)?ﬁ argaT|
3R Ife sa% g S AW ATA (surplus) TIAAT &, A7 3T TSERT A 3Ah
o -fIAR0T HUTd & HFIR die & e Bl

Paying Firm Debts and

Separate Debts
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In a case when there are joint debts from the firm and the separate debts from the partner
then joint debts from the firm is given priority and if any surplus is left then separate debts
from the partner is to be paid off.

The property of the individual partners is applied firstly for the payment of separate debts.
T o ST S SATHIT BT 67 e — g 49

o o w3 kT (joint debts) st wmert w safwra = (separate debts) i Hisg &, ar der Tect w1 % Iwm
SRUTT ShT T TR STt 21

Ife 38k o1g g ARRT (SUrpluS) s=ar R, o SHeRT ST WIZIGRT & iR KUt % ST 5 feam < 21

FHT YRR, WTEERT e wutt (personal property) i SwinT we gae ok AR KU o A & fore foram Siar 21

Personal Profit Earned After Dissolution of
Firm

When the firm is dissolved by the death of the partner and business is carried out by the
existing partners or his legal heirs then they have to account for the personal benefit earned
before winding up the partnership.

Section 53 states that if there is no contract the partner can restrain other partners from
carrying similar activities, or using the firm’s name or firm’s property for their own benefit
until the winding up process is complete.

T o Taaee & a1g Tt T hld ST — URT 50 TAT TR 53:

ST9 Rl TR &Y Fg & HROT el T Fee & ST & 3R A6 AR 1 385 Afe
B_rITlﬁl'cﬁlﬁ(legal heirs)wiﬁa’lﬂmﬁ,Fﬁﬁﬂ@ﬂﬁﬂimﬂ(winding up)@fq'i'»ﬁ}lﬁﬁ
fopT 31T SITHIT 9 (personal profit) &7 AT AT BT &

YRT 53 & IFFAR, AT DS FATIT 3 (contract) 7 &, AT Uedh HHER P! TE HABR T & foh
IE =T TSR Pl —

o AT TTFATT (similar business) At &,

. Qv?-LlahT-rr}T(firm's name) T 3UINT A b,
-mtﬁiiﬁr@ﬁ(property)WWWWH%%’UWW@—

Uk T, ST e o HeY & BT T quT HATY (winding up) €T & ST |
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Return of Premium on the Premature Dissolution of
the firm

When the firm is dissolved before the expiry of a fixed period, then a partner paying a
premium can receive a return of a reasonable part of the premium. Such rules are not
applicable in a case when the partnership is dissolved by:

BH & FAAYY fraes wd NAgH & arael - 9 51

quﬂ&ﬁﬁ'ﬂﬂﬂ(dissolution) ﬁ?ﬁﬁﬁm(ﬁxed period) &I AT T Ugol & ST &, T I8
A2ER Faa NAITH (premium) WWWW,WmWﬁ(reasonable) HATIT 198
T & T JABR Bl &

greiiten, I8 forger Peafaf@a uRfeufaat & ey ad eiar s aEiery o faaes gar —

Misconduct of partner paying a premium

Post an agreement in which there is no clause for return of premium.

ifte 3 arer @R # @R (Misconduct of Partner Paying Premium) — emr 52:

Ffe foreft wmem T sfifiem (premium) &7 yrae fomm € sfic wm@ert & fmeT o @9 % gem) (misconduct) %
TR o M =) e Mo ) Bl 2 o el M |

T gaR, Al wEerr & wwsia (agreement) W ifte it oot % gaw F w1 gewe (clause) T R, dr o diftem
arae & TR Smam

Contract Rescinded for Fraud or Misrepresentation

When the partnership arising from the contract is rescinded due to fraud and
misrepresentation then the party who has rescinded the contract will be liable as:

After the debt of the firm is paid the lien on remaining assets. He will be treated as a creditor
for the payment of any debts made by him.

An indemnity from the partners guilty of misrepresentation or fraud against all debts of firms.

36


https://indiankanoon.org/doc/891075/
https://indiankanoon.org/doc/1962987/
https://indiankanoon.org/doc/1962987/

notes by inmentech Ilb sem 2 mar 2026

UGS AT fHLAT UTAUTGS e RO 3JaY ol fellaed

(Contract Rescinded for Fraud or Misrepresentation):

S TG Pl 3-1%?‘3 (contract) GTETYST (fraud) IT 3L ufaure (misrepresentation) & PRUT
fAEd (rescinded) X f&am ST &, A o Ut & 317 e bt faved fovan §, 380 fAsafaf@d sifer
A

o 13T & THT FOT (debts) ﬂiﬁlﬁf & g1¢ AW HURT (remaining assets) U 3HMT AOMTABR (lien) BT &

e 39 gRT feT a1w EI-ZU'IT (debts/advances) fr aﬂ\?ﬁ P ToIT 3 Th FHUTETAT (creditor) P T H AT
SITQITT |

o IE 3T ATSGRT ¥ &7fAgfa (indemnity) UTH el &t ATARRT BIoM, ST GrETas) 1 e yfaure &
gy &, et & gaft wol & FIY H|

Sale of Goodwill After Dissolution of Firm

The goodwill is treated as an asset. The goodwill is included in the assets while settling the
account after the dissolution of the firm. The goodwill may be sold separately or with other
assets. Once the firm is dissolved and goodwill is sold then any partners can carry on a
similar business or advertise a business competing with the buyers of the goodwill. The
partners are prohibited from doing the following acts:

e To use the name of the firm
o To represent himself as carrying the business

e To solicit the customers of the firm dealing before dissolution.

B & Aged & darg AT H fHhr (Sale of Goodwill) — URT 55:

Tsfael (goodwill) & Ha I TURT (asset) AT AT & B & dgea & dIg
grdi & fAuera (settlement of accounts) &P gHAT ﬂgﬁa P gufa & afdAer fopar
ST ®l

TETae BT el § AT 3T U & JY <A1 ST Febel B

o ®H & aea IR ERe H fEGhH & ag, 15 o aEierR A« Fga
(similar business) B TRAT & AT 3T ﬂgﬁlﬂ ¥ @WAER (buyer) & ufarga’
(competition) P FhT &l
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. foreg WEERT @ PeATEE S R § IR R S -
o +HF & ATH (name of the firm) T YA FIAT|
« TIT PI 3UT IAAT T JATeld (carrying on the same business) TTAT|
- [Ogea O ugel & AR (customers) I 3T 3R 3Th T (solicit) ThIAT|

Conclusion

Partnership is a very common type of business which is prevailing in the country. It has
many advantages for the company. This Act is a complete Act as it covers all the aspect
related to the partnership.

frs=rd (Conclusion):

gt (Partnership) T el W= YHR 1 9@ 2, ST o o 9% &7 & Jofad 81 I8 <JeEd & fau & omr
Y T 2l

IRt wreerr stfafem, 1932 ww = (comprehensive) stfufem &, #ifr o7 d@eRy & Hefd omer et wegei
(aspects) = wwrfed T A1

KEKKRKKKRKRKKRKKKRAK === == 3k >k 5k 3k >k 3k >k 5k 3k >k k koK ok kok >k

38


https://www.googleadservices.com/pagead/aclk?sa=L&ai=DChcSEwj_65DM78P1AhVOyZQJHSP5COoYABAAGgJ5bQ&ae=2&ei=zjDrYfyuKsuo3LUP95qL8AU&ohost=www.google.com&cid=CAESQeD2QL7uhmKFch0-Q8XnQryU--L3np5OKPidXGG0STIjr_IMKNiH01mzbevEkzIQi-yo2VnBnrVknawWChQWZtG6&sig=AOD64_2lr06Wbz8C1hLg15EUER0xwAgBrg&q&nis=1&sqi=2&adurl&ved=2ahUKEwj8zffL78P1AhVLFLcAHXfNAl4Q0Qx6BAgCEAE
https://www.googleadservices.com/pagead/aclk?sa=L&ai=DChcSEwj_65DM78P1AhVOyZQJHSP5COoYABAAGgJ5bQ&ae=2&ei=zjDrYfyuKsuo3LUP95qL8AU&ohost=www.google.com&cid=CAESQeD2QL7uhmKFch0-Q8XnQryU--L3np5OKPidXGG0STIjr_IMKNiH01mzbevEkzIQi-yo2VnBnrVknawWChQWZtG6&sig=AOD64_2lr06Wbz8C1hLg15EUER0xwAgBrg&q&nis=1&sqi=2&adurl&ved=2ahUKEwj8zffL78P1AhVLFLcAHXfNAl4Q0Qx6BAgCEAE

