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Answer:

» A partner may not be expelled from a firm by a majority of partners exce
' g © ; L ' o 3

: Ptin €Xer
faith, of powers conferred by contract between the partners. It is, thus, esg

“Mtal thyy, *"nl

(i) the power of expulsion must have existed in a contract betweep

(ii) the power has been exercised by a majority of the partners; and

(iii) it has been exercised in good faith.

If all these conditions are not present, the expulsion is not dee
interest of the business of the firm.

medtﬂbein .

The test of good faith as required under Section 33(1) includes three things .

The expulsion must be in the interest of the partnership,

The partner to be expelled is served with a notice,

>  Heis given an opportunity of being heard.
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1) A (i) Liabilities of a minor Partner before Mttaining
majority :

(@) The liability of the minor is confined only to th
e

property of the firm. extent of his share in the profits and the

Minor has no personal liabilj
(b) P iability for the debts of the firm incurred during his minority
Minor cannot be d ' g '
(c) Mi : e ecl,ared insolvent, but if the firm is declared insolvent his share in the
firm vests in the Official Receiver/ Assignee.
ii) Liabilities of a minor partner after attaining majority:
Within 6 months of his attaining majority or on his obtaining knowledge that he had been
partnership, whichever date is later, the minor partner has to decide

Sutether he shall remain a partner or Jeave the firm. Where he has elected not to hm w he
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(c) He shall be entitled to sue the partners for his share of the property ang e g,
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Il ) What is the provision related to the effect of notice to an acting ] \ AC
the firm as per the Indian Partnership Act, 19327 %w | -
OR N
b
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(ii) Discuss the provisions regarding personal profits earned by a il
under the Indian Partnership Act, 1932 N I

Answer :

(i) Effect of notice to an acting partner of the firm :

> According to Section 24 of the Indian Partnership Act, 1932, notice to a partner who j,

- - 0 .
acts in the business of the firm of any matter relating to the affairs of the firm operat; ®
to the firm, except in the case of a fraud on the fir i ik

E m committed by or wi
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Thus, the notice to one is equivalent to the notice to the rest of the partners of the firm i

notice to an agent is notice to his principal. This notice must be actual and not constructive|
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st further relate to the firm’s business. Only then it would constitute a notice to the firm
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Goodwill :

The term “Goodwill” has not been defined under the Indian Partnership Act, 1932 Section 140
the Act lays down that goodwill of 5 business is to be regarded as a prnprrtv:?hﬁi:a,r;n
Goodwill may be defined as the value of the reputa

ton of a business house in respect of profits |
expected in future over and above the normal level of profits earned by undertaking belonging
to the same class of business.

Question 5 :

$1with reference to the provisions of Indian partnership Act, 1932 explain the
' [ November 19
various effects of insolvency of a partner.

{ Answer :

| effects of insolvency of a partner w | | e

1932) :

(i) He will be ceased to be a
Jii) The estate afmmolvm partner 18 7
o order of adjudication:
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the Indian Partnership Act, 1932, explain : . | |

To what extent X will be liable if he failed to give public notl
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i) Can Mr. L recover his debt from X:
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Answer :
»  As per the provisions of Section 30(5) of the Indian Partnership Act, 1932, at any time
months of his attaining majority, or of his obtaining knowledge that he had beep admitteq 1 the E

benefits of partnership, whichever date is later, such person may give public notice that he
elected to become or that he has elected not to become a partner in the firm, anqg such Notige .'

&

shall determine his position as regards the firm.
However, if he fails to give such notice, he shall become a partner in the firm on the eXPiry of e

>
said six months.
»  If the minor becomes a partner by his failure to give the public notice within specified time, jjg!
rights and liabilities as given in Section 30(7) are as follows: g
since he was |

(A) He becomes personally liable to third parties for all acts of the firm done

admitted to the benefits of partnership.
(B) His share in the property and the profits of the firm remains the same to which he was

entitled as a minor.
since, X has failed to give a public notice, he shall bBCOihe.'_a

BC & Co. and becomes personally liable to Mr. L, a third party.

() In the instant case,
partner in the M/s A
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(2) Although this provision has imposed some restrictions on an outgoing partner, it f§
, it il

effectively permits him to carry on a business competing with that of the firm. However
partners that on his ceasing to be 5o, he will not carry on a
period or within specified local limits. §

the restraint is reasonable [Section 36 Hf
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ment.

n the absence of any agree |
subsequent profits |

ner in certa

(i) Right of outgoing part
partnershi

(Section 37 of the indian

| ‘member
According to Section 37, __W‘??_"?_ anyma b

and the suwi\:{izrig or SPREEE A

the frm without anY




[ Question 9 :

. e

ence of a contract to the contrary, the G“tEOing Pare
S

is representati\fes to such share of th e
8]

the use of his share of the ik m
Pe

his estate, then, in the ab
e option of himsée
y be a

If or h

trributable to

r annum on the amount of his share i of
N the

entitled at th

ceased to be a partner as ma

1 t pe
to interest at the rate of six per centp

firm.
re in property of M/s PQRS & Co. keeping j, Vie

In the instant case, P & Q can sha W . &

provisions.

e ——
nces which lead to liabﬂity of

; in i il th g
Explain in detail ovisions of the Indian Parn, F fiy N
ership o {

misapplication by partners as perp X
w

Answer :

e circumsta

£

artners (Section 3y

e m——

r Misapplication by P .

Liability of Firm fo
Partnership Act, 1932) :

Iyl

Where-

(a) a partner acting within his apparent authority receives money or property from i
|

and misapplies it, or
the course of its business receives money or property from a third party, and the

(b) afirmin .
s while it is in the custody of the firm, the 1
: T i

or property is misapplied by any of the partner
liable to make good the loss.

Analysis of section 27 :

» It may be observed that the workings of the two clauses of Section 27 are designed to hr‘mg@

clearly an important point of distinction between the two categories of cases of misapplication

money by partners.

»  Clause (a) covers the case where a partner acts within his authority and due to his authority

partner, he receives money or property belonging to a third party and misapplies that mon
property. For this provision to be attracted, it is not necessary that the money should
actually come into the custody of the firm.

»  On the other hand, the provision of clause (b) would be attracted when such money f 4

has come into the custody of the firm and it is misapplied by any of the partners.

The firm would be liable in both the cases.
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wit s ty : ;T partners, loss or injury is caused to any third party, or any penait;f is
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incur able therefor to the same extent as the partner.

a partner acting within his apparent authority receives money or property from a third party
and misapplies 1t, or a firm in the course of its business receives money or property from a third

party, and the money or property is misapplied by any of the partners while it is in the custody \

of the firm, the firm is liable to make good the loss.
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Answer : According to Section 29 of the Indian Partnership Act, 1932

(1) A tran L
) cmatjosnfe;‘);:i);1 i’c;tn P«Zl;tl;el; :f his interest i1.1 the firm, either absolute or by mortgagé or b
- continuance of the firm, tir?:t:rr;esu(fh interest, does not entitle the transferee, duri!{
_inspect the books of the firm, but rﬁf In the conduct of business, or to require accoun®
' Irm, but entitles the transferee only to receive the share of pm_ﬁ“

~ transferring partn | '
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assets,
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1 According to Section 1
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to the provisions of Section

9 of the Indian Partnership Act, 1932, subject
business of the kind carried

hich is done to carry on, in the usual way,

d by this section is called his “implied

o bind the firm conferre

the implied authority of a partner

In the absence of any

does not empower him to- jtration: 1
(a) submita dispute relating to the pusiness of the firm 2.2 ; ‘
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Question 17 :

M/s XYZ & Associates, @ partnership Sfirm with X, Y, Z as Senion
engaged in the business of carpet manufacturing and exporﬁpm‘h‘%
3 n
countries. On 25" August, 2018, they inducted Mr. G, an e 9 to j\
5 in J
eir partner. On 1oth Janua the :
: TV 2020, My, o . Tl

carpet manufacturing as th
Jor unauthnn’zed activities and thus expelled from the pa ersmp by
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Examine whether actior
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her partners according to the provisiong
Of the

iners.
i bu the pariners was j
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What should have
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| Srom the firm by ot
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Answer :

er (Section 33 of the Indian Partnership Act 193
s 2).;

| Expulsion of a Partn
be expelled from a firm by a majority of partners except in ex
ETCise, in

§l > A partner may not
{ faith, of powers conferred by contract between the partners.

>  The test of good faith as required under Section 33(1) includes three things :

(i) The expulsion must be in the interest of the

(ii) The partner to be expelled is served with a notice.

partnership.

(iii) Heis givenan opportunity of being heard.

il > Ifa partner is otherwise expelled, the expulsion is null and void.
Action by the partners of M/s XYZ & Associates, a partnership firm to expel Mr. G fron

(1)
partnership was justified as he was expelled by united approval of the partners exers
in good faith to protect the interest of the partnership against the unauthorized ‘
charged against Mr. G. A proper notice and opportunity of being heard has to be

Mr. G.
(ii) The following are the factors to be kept in mind prior expelling a partner from the
other partners:
(a) the power of expulsion must have existed in a contract between the partners;

(b) the power has been exercised by a majority of the partners; and

[;:) it has been exercised in good faith.




