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1. Mohan, Sohan and Rohan are partners in the firm M/s Mosoro & Company. They
admitted Bohan as nominal partner and on agreement between all the partners,
Bohan is not entitled to share profit in the firm. After some time, a creditor Karan filed
a suit to Bohan for recovery of his debt. Bohan denied for same as he is just a
nominal partner and he is not liable for the debts of the firm and Karan should claim
his dues from the other partners. Taking into account the provisions of the Indian

Partnership Act, 1932
@ Whether Bohan is liable for the dues of Karan against the firm.
®» In case, Karan has filed the suit against firm, whether Bohan would be liable?
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Nominal Partner is a partner only in name. The person’s name is used as if he were a
partner of the firm, though actually he is not. He is not entitled to share the profits of the
firm but is liable for all acts of the firm as if he were a real partner. A nominal partner must
give public notice of his retirement and his insanity is not a ground for dissolving the firm.

In the instant case, Bohan was admitted as nominal partner in the firm. A creditor of the
firm, Karan has claimed his dues from Bohan as he is the partner in the firm. Bohan has
denied for the claim by replying that he is merely a nominal partner.

@ Bohan is a nominal partner. Even he is not entitled to share the profits of the firm but
Is liable for all acts of the firm as if he were a real partner. Therefore, he is liable to
Karan like other partners.

®» In case, Karan has filed the suit against firm, answer would remain same
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A, B and C are partners in M/s ABC & Company. The firm
has decided to purchase a machine from M/s LMN &
Company. Before A & B purchase the machine, C died. The
machine was purchased but thereafter A and B became
iInsolvent and the firm was unable to pay for machine.

Explain, would the estate of C liable for the dues of M/s LMN
& Company?
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Liability of Partner in case of death

According to Section 35 of Indian Partnership Act, 1932, the estate of a deceased partner is
not liable for any act of the firm done after his death. The estate of the deceased partner may
be absolved from liability for the future obligations of the firm, it is not necessary to give any
notice either to the public or the persons having dealings with the firm.

In the instant case, M/s ABC & Company was having three partners A, B and C. The firm was
going to purchase a machine from M/s LMN & Company. Before A & B purchase the machine, C
died. Machine was purchased but after that A and B become insolvent and the firm was unable
to pay for machine.

On the basis of above provisions and facts of the problem given, the machine was purchased

after the death of C. Hence, the estate of C would not be liable for the dues of M/s LMN &
Company.
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G, | and S were friends and they decided to form a partnership firm and
trade in a particular type of chemicals. After three years of partnership, a
law was passed which banned the trading of such chemicals. As per the
provisions of the Indian Partnership Act, 1932 can G, | and S continue
the partnership or will their partnership firm get dissolved?
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Compulsory dissolution of a firm (Section 41)

A firm is compulsorily dissolved by the happening of any event
which makes it unlawful for the business of the firm to be carried on
or for the partners to carry it on in partnership.

In this case, the firm is carrying on the business of trading in a
particular chemical and a law is passed which bans the trading of
such a particular chemical.

The business of the firm becomes unlawful and so the firm will have
to be compulsorily dissolved in the light of Section 41 of the Indian
Partnership Act, 1932.
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Whether a minor may be admitted in the business of a
partnership firm? Explain the rights of a minor in the
partnership firm.
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A minor cannot be bound by a contract because a minor’s contract is void and not merely
voidable. Therefore, a minor cannot become a partner in a firm because partnership is founded
on a contract. Though a minor cannot be a partner in a firm, he can nonetheless be a
dmitted to the benefits of partnership under Section 30 of the Indian Partnership Act, 1932. In
other words, he can be validly given a share in the partnership profits.

Rights:
@ A minor partner has a right to his agreed share of the profits and of the firm.
@ He can have access to, inspect and copy the accounts of the firm.

@iy He can sue the partners for accounts or for payment of his share but only when severing his
connection with the firm, and not otherwise.

On attaining majority he may within 6 months elect to become a partner or not to become a
partner. If he elects to become a partner, then he is entitled to the share to which he was entitled
as a minor. If he does not, then his share is not liable for any acts of the firm after the date of
the public notice served to that effect.
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When does dissolution of a partnership firm
take place under the provisions of the Indian
Partnership Act, 19327 Explain.
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iy Dissolution of Firm: The Dissolution of Firm means the discontinuation of the jural relation existing between all the partners
of the Firm. But when only one of the partners retires or becomes incapacitated from acting as a partner due to death,
insolvency or insanity, the partnership, i.e., the relationship between such a partner and other is dissolved, but the rest may
decide to continue. In such cases, there is in practice, no dissolution of the fir m. The particular partner goes out, but the
remaining partners carry on the business of the Firm. In the case of dissolution of the firm, on the other hand, the whole firm
is dissolved. The partnership terminates as between each and every partner of the firm,

Dissolution of a Firm may take place (Section 39 - 44)

(@ as a result of any agreement between all the partners (i.e., dissolution by agreement);
(o) by the adjudication of all the partners, or of all the partners but one, as insolvent (i.e.,compulsory dissolution);

) by the business of the firm becoming unlawful (i.e., compulsory dissolution);

(d) Subject to agreement between the parties, on the happening of certain contingencies, such as: (i) effluence of time; (ii)
completion of the venture for which it was entered into; (iii) death of a partner; (iv) insolvency of a partner.

e) by a partner giving notice of his intention to dissolve the firm, in case of partnership at will and the firm being dissolved
as from the date mentioned in the notice, or if no date is mentioned, as from the date of the communication of the notice;
and

¢ by intervention of court in case of: (i) a partner becoming the unsound mind; (ii) permanent incapacity of a partner to
perform his duties as such; (iii) Misconduct of a partner affecting the business; (iv) willful or persistent breach of
agreement by a partner; (v) transfer or sale of the whole interest of a partner; (vi) business being carried on at a loss;
(vii) the courtbeing satisfied on other equitable grounds that the firm should be dissolved.
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Mr. M is one of the four partners in M/s XY Enterprises. He
owes a sum of 6 crore to his friend Mr. Z which he is unable
to pay on due time. So, he wants to sell his share in the firm to
Mr. Z for settling the amount.

In the light of the provisions of the Indian Partnership Act, 1932,
discuss each of the following:

« Can Mr. M validly transfer his interest in the firm by way of
sale?

« What would be the rights of the transferee (Mr. Z) in case Mr.
M wants to retire from the firm after a period of 6 months from

the date of transfer?
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According to Section 29 of the Indian Partnership Act, 1932,

1) A transfer by a partner of his interest in the firm, either absolute or by mortgage, or by the creation by him
of a charge on such interest, does not entitle the transferee, during the continuance of the firm, to interfere
in the conduct of business, or to require accounts, or to inspect the books of the™ firm, but entitles the
transferee only to receive the share of profits of the transferring partner, and the transferee shall accept
the account of profits agreed to by the partners.

@ If the firm is dissolved or if the transferring partner ceases to be a partner, the transferee is entitled as
against the remaining partners to receive the share of the assets of the firm to which the transferring
partner is entitled, and, for the purpose of ascertaining that share, to an account as from the date of the
dissolution.

In the light of facts of the question and provision of law:
@ Yes, Mr. M can validly transfer his interest in the firm by way of sale.

@ On the retirement of the transferring partner (Mr. M), the transferee (Mr. Z) will be entitled, against
the remaining partners:

(@) to receive the share of the assets of the firm to which the transferring partner was entitled, and

) for the purpose of ascertaining the share,he is entitled to an account as from the date of the
dissolution.

0, in this c?se on Mr. M’'s re%j_rement, Mr. Z would be entitled to receive the value of Mr. M’s share to
the extent of 6 crore In the firm’s assets.
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Subject to agreement by partners, state the rules that should
be observed by the partners in settling the accounts of the

firm after dissolution under the provisions of the Indian
Partnership Act, 1932
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») Mode of Settlement of partnership accounts: As per Section 48 of the Indian Partnership
Act, 1932, in settling the accounts of a firm after dissolution, the following rules shall, subject
to agreement by the partners, be observed:-

@ Losses, including deficiencies of capital, shall be paid first out of profits, next out of
capital, and, lastly, if necessary, by the partners individually in the proportions in which
they were entitled to share profits;

@y The assets of the firm, including any sums contributed by the partners to make up
deficiencies of capital, must be applied in the following manner and order:

@ In paying the debts of the firm to third parties;
) 1N paying to each partner rateably what is due to him from capital,
© In paying to each partner rateably what is due to him on account of capital; and

« the residue, if any, shall be divided among the partners in the proportions in which they

were entitled to share profits.
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1. Mr. A (transferor) transfer his share in a partnership firm to Mr. B (transferee). Mr. B
IS not entitled for few rights and privileges as Mr. A (transferor) is entitled therefor.
Discuss in brief the points for which Mr. B is not entitled during continuance of

partnership?

2. What is Particular Partnership as per Indian Partnership Act, 19327
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1. As per Section 29 of Indian Partnership Act, 1932, a transfer by a partner of his
interest in the firm, either absolute or by mortgage, or by the creation by him of a
charge on such interest, does not entitle the transferee, during the continuance of the
firm, to interfere in the conduct of business, or to require accounts, or to inspect the
books of the firm, but entitles the transferee only to receive the share of profits of the
transferring partner, and the transferee shall accept the account of profits agreed to
by the partners.

In the given case during the continuance of partnership, such transferee Mr. B is
not entitled:

. to interfere with the conduct of the business.
. torequire accounts.
. toinspect books of the firm.

However, Mr. B is only entitled to receive the share of the profits of the
transferring partner and he is bound to accept the profits as agreed to by the
partners, i.e. he cannot challenge the accounts.
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Particular partnership: A partnership may be organized for the prosecution of a single
adventure as well as for the conduct of a continuous business. Where a person
becomes a partner with another person in any particular adventure or undertaking, the
partnership is called ‘particular partnership’.

A partnership, constituted for a single adventure or undertaking is, subject to any
agreement, dissolved by the completion of the adventure or undertaking.
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P & Co. iIs registered as a partnership firm in 2018 with A, B and P as partners
dealing in sale and purchase of motor vehicles. In April 2019, A dies. Now only B
and P continue the firm and same business with same firm name P & Co.

In the month of December 2019, firm felt the need of expansion of business and
sharing the burden of expenditure and investment. They thought of hiring a new
partner with a mutual consent with each other. Hence in December 2019, the
firm took a new partner S in the firmP & Co.

The firm has supplied large amount of material to one of the clients Mr. X for
business purposes. In spite of regular reminders, X failed to pay the debts due to
the firm.

In January 2020, firm filed a case against X in the name and behalf of P & Co.
without fresh registration. With reference to Indian Partnership Act, 1932, discuss
iIf the suit filed by the firm is maintainable?
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@y Consequences of Non-registration of partnership firm (Section 69 of the Indian Partnership Act,
1932):

Non-registration of partnership gives rise to a number of disabilities. Though registration of firm is not
compulsory, yet the consequences or disabilities of non-registration have a persuasive pressure for their
registration. Following are the consequences:

@ No suit in a civil court by firm or other co-partners against third party: The firm or any other person
on its behalf cannot bring an action against the third party for breach of contract entered into by the firm.

®) No relief to partners for set-off of claim: If an action is brought against the firm by a third party, then
neither the firm nor the partner can claim any set-off, if the suit be valued for more than 100 or
pursue other proceedings to enforce the rights arising from any contract.

©) Aggrieved partner cannot bring legal action against other partner or the firm: A partner of an
unregistered firm (or any other person on his behalf) is precluded from bringing legal action against the
firm or any person alleged to be or to have been a partner in the firm.

@ Third-party can sue the firm: In case of an unregistered firm, an action can be brought against the firm
by a third party.

In the instant case, since the fresh registration has not been taken after introduction of new partner S, the firm P &
Co. will be considered as unregistered firm. Hence the firm which is not registered cannot file a case against the third

party. Hence the firm P & Co. cannot sue X.
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Shyam, Mohan and Keshav were partners in M/s Nandlal Gokulwale and Company.
They mutually decided that Shyam will take the responsibility to sell the goods, Mohan
will do the purchase of goods for firm and Keshav will look after the accounts and
banking department. No one will interfere in other’s department. Once, when Shyam
and Keshav were out of town, Mohan got the information that the price of their good is
going down sharply due to some government policy which would result in heavy loss to
firm if goods not sold immediately. He tried to contact Shyam who has authority to sell
the goods. When Mohan couldn’t contact to Shyam, he sold all goods at some reduced
price to save the firm from heavy loss. Thereafter, Shyam and Keshav denied accepting
the loss due to sale of goods at reduced price as it's only Shyam who has express
authority to sell the goods. Discuss the consequences under the provisions of the Indian
Partnership Act, 1932.
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3.

4.

5.

According to Section 4 of the Indian 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 of
them acting for all. Therefore, for determining the existence of partnership, it must be proved.
There must be an agreement between all the persons concerned,;

The agreement must be to carry on some business;

The agreement must be to share the profits of a business and

The business was carried on by all or any of them acting for all.

On the basis of above provisons and facts provided in the question, Mr. Ram and Mr. Raheem
cannot be said under partnership as they are teachers in a school and just purchased a flat jointly.
By merely giving the flat on rent, they are not doing business. They are just earning the income
from the property under their co-ownership. Hence, there is no partnership between them.
Therefore, Mr. Ram is liable to pay his share only i.e. =~ 1500. Mr. John has to claim rest 1500
from Mr. Raheem.
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X and Y were partners in a firm. The firm was dissolved on 12th June,
2022 but no public notice was given. Thereafter, X purchased some
goods in the firm’s name from Z. Z was ignorant of the fact of dissolution
of firm. X became insolvent and Z filed a suit against Y for recovery of his
amount. State with reasons whether Y would be liable under the
provisions of the Indian Partnership Act, 19327
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1. By virtue of provisions of Section 45 of the Indian Partnership Act,
1932, notwithstanding the dissolution of a firm, the partners continue to
be liable as such to third parties for any act done by any of them which
would have been an act of the firm, if done before the dissolution, until
public notice is given of the dissolution.

2. In the instant case, X and Y were partners in a firm which was
dissolved but no public notice was given. After dissolution, X purchased
some goods in the firm’s name from Z who was ignorant of the fact of
dissolution of firm. X became insolvent and Z filed a suit against Y for
recovery of his amount.

Following the provisions of Section 45, X and Y are continuing liable
against third party even after dissolution of firm until public notice is given.
As in the given problem, X became insolvent, therefore, Y will be liable to
Z.
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Moni and Tony were partners in the firm M/s MOTO & Company. They admitted Sony
as partner in the firm and he is actively engaged in day-to-day activities of the firm.
There is a tradition in the firm that all active partners will get a monthly remuneration
of 20,000 but no express agreement was there. After admission of Sony in the firm,
Moni and Tony were continuing getting salary from the firm but no salary was given to
Sony from the firm. Sony claimed his remuneration but denied by existing partners by
saying that there was no express agreement for that. Whether under the Indian
Partnership Act, 1932, Sony can claim remuneration from the firm?
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By virtue of provisions of Section 13(a) of the Indian Partnership Act, 1932 a partner
IS not entitled to receive remuneration for taking part in the conduct of the business.
But this rule can always be varied by an express agreement, or by a course of
dealings, in which event the partner will be entitled to remuneration. Thus, a partner
can claim remuneration even in the absence of a contract, when such remuneration
IS payable under the continued usage of the firm. In other words, where it is
customary to pay remuneration to a partner for conducting the business of the firm,
he can claim it even in the absence of a contract for the payment of the same.

In the given problem, existing partners are getting regularly a monthly remuneration
from firm customarily being working partners of the firm. As Sony also admitted as
working partner of the firm, he is entitled to get remuneration like other partners.
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