Definition:-
Section 4 - '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.

Persons who have entered into partnership
with one another are called individually
partners’ and collectively ‘a firm', and the
name under which their business is carried on
is called the 'firm name'.

Partnership Deed - The document in writing
containing various terms and conditions as to
the relationship of the partners to each other
is called the ‘partnership deed’ It contains.~
1. NAME - firm, partners, 2. Nature and place
of the business of the firm, 3.Date -
Commencement & Duration, 4 ur}ner's -
Capital Contribution , PSR

, ~Admission &
Retirement, Rate of In’reres‘ij on capital,

Salaries or commissions, expulsion, etc.

General Nature of Partnership

Drawings. 5.Provision- settlement of accounts, |

1. Agreement: Partner@is created by agreement and not
by status (A

2. Sharing of Profit: The sharing of profits or of gross
returns arising from property by persons holding a joint or
common interest. in that property does not of itself make
such persons partners. It is only a prima facie evidence and
not conclusive evidence. Cumulative effect of all relevant
f 15;%: as written or verbal agreement, real intention
Q:Q) conduct of the parties, other surrounding
| @ircums‘rances etc., are to be considered while deciding the
‘Irelationship between the parties and ascertaining the
- existence of partnership.

3. Agency : Each partner carrying on the business is the
principal as well as an agent of other partners. So, the act
of one partner done on behalf of firm, binds all the
partners.Santiranjan Das Gupta Vs. Dasyran Murzamull
(Supreme Court).
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Association of 2 or more
person:-

Only persons recognized
by law can enter into an
agreement of
partnership. Therefore, a
firm, since it is not a
person recognized in the
eyes of law cannot be a
partner. A minor cannot
be a partner in a firm,
but with the consent of
all the partners, may be
admitted to the benefits
of partnership . maximum
number of partners (
Section 464 - Companies
Act 2013 - 50 max ).

|

Agreement:-
It is result of
agreement between
people. May be oral
or written.

Business:-
the term  ‘business
includes every trade,
occupation

Y

profession. the motive of

the ~business s the
‘acquisition  of ;gains”
which leads (to the
formation of partnership.

be no

there
par'meév"p where there

s Gﬁ‘intenﬁon to carry

on. the business and to
share the profit thereof
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Agreement To

Share Profits:
Partners - must
agree to share the
profits.” But an
agreement to share
losses s not an
essential element.

and. ﬁITfis open fo one or
‘more partners to

agree to share all
the losses.
However, in the
event of losses,
unless agreed
otherwise, these
must be borne in
the profit-sharing
ratio.

Business Carried On By All Or

10 “Any Of Them Acting For All:
/= Cardinal principle of the

partnership Law. There should
be a binding contract of
mutual agency between the
partners. An act of one
partner in the course of the
business of the firm is in fact
an act of all partners. Each

partner carrying on the
business is the principal as

well as the agent for all the
other partners. He is an agent

in so far as he can bind the | -

other partners by his acts and
he is a principal to the extent
that he is bound by the act of
other partners. KD Kamath &
Co.
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Difference between Partnership and Joint Stock

Company:-

/ Legal Status - firm is not legal entity whereas joint
stock is separate legal entity.

/ Agency - Every partner is agent of other partners as
well as of firm whereas member is not agent of other
member or of company.

7 Distribution of profits - profits are distributed among
the partners according to the deed whereas there is
no compulsion to distribute its profit.

company. (A

v Transfer of shares - Share in firm cannot” be
transferred without consent of all partners whereas
transfer of shares in company are subject foarticle.

v Management - Partners are entitled o'take part in
management whereas members are.nat.

v Registration- Not compulsory for'?iprh but compulsory
for company. ,

7 Max. No. - firm:50, company ;'Pvt co. - Min 2, max

200; Public co. - Min -2, Max - no limit.
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v/ Extent of liability - partners have unlimited liability
whereas liability of member depends on the type of

Dif ference between partnership and club:-

v Relationship :- persons forming firm are called @LTIMATE CA
partners whereas persons forming club are B <1 GANDHI
called members.

v Partner have" interest in property of firm
whereas members of club don't.

v Dissglutien:- Change in partners affect the
existence of firm whereas change in member |
of club doesn't.

_Difference between Partnership and HUF :-
v Partnership is created by agreement whereas |
HUF is created by birth in family. _

v Death of member :- Firm - leads to dissolution, |
HUF - no dissolution

v Management :- Firm - all partners, HUF - karta

v Every partner has authority to bind the firm
whereas HUF only karta has authority.

v Liability:- Partner - unlimited; karta - unlimited
and co parcener - liable only to extent of
share.

v Firm is governed by Partnership act; HUF by
hindu law.




Difference between Partnership and Co

ownership - Kinds of Parfnlership Firms BLrimATE cA
v Partnership arises out of a contract v ' v CA INDRESH GANDH|
whereas co ownership can arise out of _ With regard to With regard to the
agreement/operation of law duration y extent of the business
v Partner is agent of other partners — _
whereas co owner is not agent of other, | Farmership af willt Particular
/ Profits and losses needs fo be shared | ¥ No  Fixed “ period for | Partnership:-
whereas co owner cannot be shared. partnership & v Organized  for
/ Share in partnership is transferable on v No provision made for prosecution of single
consent of all the partners whereas determination of partnership adventure as well as
transfer of share of co owner can be | ¥ 1f partnership for fixed > conduct of
made without any consent. term, continues after the continuous business.
fixed term then it is treated | v Such  partnership
: . as partnership at will. can be dissolved by
2;2;3;::;?‘_ between Partnership and i) I’f.can be c'|isso|ved by giving completion of
/ Partnership evolves out of setting U written notice to all partners. adventure.
relation of agency between two or. more Partnership for a fixed period:- General Partnership:-
persons who have entered into a | v Created for fixed period of | ¥ Partnership is
business for gains. Whereas Association |, time. , constituted  with
evolves out of social cause where there v Tt comes to an end on expiry respect to business
is no motive to earn and share profits. of such fixed period. in general.
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ACTIve rartner:-1. ¢

Becomes a partner by
agreement.2 Actively
participates in
business. 3. Acts as
an agent of other

Sleeping Partner:-
1.Not active part in

business. 2 Liable
like any other
partner. 3.No

public notice of

partners.  4.Public

notice ~ for  his

retirement. \
Partner by holding out
1. When a person
represents himself or
knowingly permits
himself, 2. To be
represented as @

partner in a firm (when
in fact he is not) 3. He
is liable, like a partner
in the firm.

, retirement. 3.His
insanity  doesn't

g et g

dissolve firm.

Partner in  Profit
Only:-1. Entitled to
share profits only. 2,
Not liable for the
losses. 3. Liable (to
third parties for. all
acts of profits.only.

> SUD Fartner:- 1. Partner
agrees fo share his share
of profits in a partnership
firm with an outsider; such
an outsider is called a sub-
partner. 2. Neither has
rights against the firm nor
is he liable for the debts

Incoming Partner:- 1.
Person who comes into a
partnership firm already
in existence with the
consent of all rexisting
partners. 2. No'liability

for any acts of the firm | | of firm.

done ‘before  his | Outgoing  /  Retiring
admission as a partner. | Partners:-1. Retirement,
Nominal Partner:-1Partner exXpulsion, insolvency or

death. 2. Rest of the
partners continues to carry
on business. 3. Remains liable
to third parties for all acts
of the firm until public
notice of retirement is given.

only-in name. 2. Not entitle
to’ share the profits. 3.
Liable as a real partner. 4.
Public notice of his
retirement. 5. His insanity
does not dissolve firm.
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1. General Duties of
Partner:-

Partners are bound to carry
on the business of the firm
to the greatest common
advantage, fo be just and
faithful to each other, and
to render true accounts and
full information of all things
affecting the firm to any
partner or his legal
representative.

2. Duty To Indemnify For
Loss Caused By Fraud:
Every  partner  shall
indemnify the firm for any
loss caused to it by his
fraud in the conduct of the
business of the firm.

Relations of Partners to One Another

3.Determination of
Rights And Duties Of
Partners By Contract
Between The Partners:
The mutual rights and
duties of the partners of
a firm may be determined
by contract between the
partners, and  such
contract may be express
or may be implied by. @

course of dealing. “Such
contract may be.varied by
consent of ; all the

partners, \“and  such
consent may be express
or may._be implied by a
course = of  dealing.
Agreements in restraint
of trade - Sec 27 shall be
applied.
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4. The Conduct Of'The Business (Section 12).

every parther-has a right to take part in the
conducy .0f the business. If there is an
agreement with respect to this then that
prevails unless there illegal act or breach of
trust.

every partner is bound to attend diligently to
his duties in the conduct of the business.
Right to be consulted - Difference arising in
matters:- Ordinary matters- Decided by
majority. Change in nature of business -
Consent of all.

every partner (active or sleeping) has a right
to have access to and to inspect and copy any
of the books of the firm.

in the event of the death of a partner, his
heirs or legal representatives or their duly
authorised agents shall have a right of access
to and to inspect and copy any of firm's books.

ELTIMATE cA
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5. Mutual Rights and Liabilities:- Subject to a contract between the partners -

y ! ! ! ’ " EJLTIMATE CcA
Right to Right Interest on Im‘eres'r. on Right to be indemnified: —Linl de:nnifv ﬂ:g - CAINDRESH GANDHI
=t chop | | SN 6%p.a While K in the ordi firm: A
No additional . express i .. POJINGEin The ordinary partner  must
T Profits interest on capital gnd“proper conduct of ! ,
agreement + (av, . indemnify the
. . - account ceases forun. the business of the . :
in addition to trade custom . : o8 : firm for any |
. . Share on dissolution, the ‘firm as well as in the
Ui gae. & Equally STtUTONY interest on advances. performance of an act e aean s
the profits i provision e [ it by wilful

' : : keep  runni in an emergency for .
unless profits which entitles P , \@e" . i neglecT in the
it & el after dissolufion and Pprotecting the firm - ©. . et

losses . u to the date of Paymentswhich prudent : 4
customary. interest, pzymenigﬁ fno ol sanks: ?itll-s';lness of the -

RIGHTS AND DUTIES OF PARTNERS ARTER A CHANGE IN THE FIRM

* after a change in the firm N\
» after the expiry of the term of Tﬁ\g}irm

o where additional underTakin%:QE carried out
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PARTNERSHIP EROPERTY

1 THE PROPERTY OF THE FIRM: Includes property originally brought into the stock of the firm, or
acquired, by purchase or otherwise, by or for the firm, or for the purposes and in the course of the
business of the firm, and includes also the goodwill of the business. _ ‘;:L. |

. Property of a partner: Where the property is exclusively belongij_fgytb a person, it does not become a
property of the partnership merely because it is used for the t@i’nz'ss of the partnership, such property
will become property of the partnership if there is an agreement. :

- APPLICATION OF THE PROPERTY OF THE FIRM: Subject to contract between the partners, the
property of the firm shall be held and used by the partme lusively for the purposes of the business |

EJLTIMATE CcA
CA INDRESH GANDHI

Personal Profit Earned By Partners (Section 16) ~subject to contract between the partners, - e

1 If a partner derives any profit for himself from any transaction of the firm, or from the use of the
property or business connection of the firm{or the firm name, he shall account for that profit and pay it to

the firm;

2 If a partner carries on any busine.ss\ﬂfl"}he same nature as and competing with that of the firm, he shall

account for and pay to the firm affgf'oi‘i'fs made by him in that business.

D
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Relation of Partners to third parties.

! Implied Authority of Partner

Partner to
be Agent
Of Firm -
a partner
is agent of
the firm

binds the firm.

Include -

1Purchase goods. 2.Sell the
goods. 3.Settle accounts.
for  the 4 Receive payment of firm.
purpose of - 5Engage servants for firm.
the 6.Engage a lawyer to defend
business of  an qction brought against the
the firm. firm. 7.Borrow money for
Embraces  firm's business. 8.Pledge the

character  for  the repaymeg ~&0)f

of both o borrowings made fo ? m's
principal business. 9.Draw, aceept, and
nge and

o o endorse bill of
agent other negotiable instruments
' in the name of the firm.

the goods of the firm as secur‘j& ’

as Agent of Firm -

The act of a partner which is done to carry on, in the
usual way, business of the kind carried on by the firm,

AN '

Does not Include - .~

1. Submit a dispute to
arbitration..2. Qpening
a bank account.

3. Compromising or
relinquishing any claim.
4. Withdrawal a suit
or proceeding.

5) Admit any liability

in a suit or proceeding.

6. Acquire immovable
property. 7. Transfer
immovable property.
8.Enter into
partnership on behalf
of the firm.
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Extension &

Restriction of

Partners’  Implied

Authority(consent of

all  the partners
necessary):It maybe
extended/restricted
by contract between
partners. Restriction
imposed on implied
authority of partner
shall be effective -
The third party
knows about the
restrictions, and the
third party does not
know that he s
dealing with a
partner ina firm.

v
Partner's
Authority In
Emergency-
to do all such
acts for the
purpose of
protecting
firm from
loss as would
be done by a
person of
ordinary
prudence, in
his own case,
acting under
similar
circumstance
,and such
acts bind the
firm.

E)LTIMATE cA
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MODE OF DOING ACT TO BIND

LIABILITY OF PARTNER FOR ACTS OF THE FIRM : partners

FIRM: In order to bind a firm - shall
be done or executed in the firm name,
or in any other manner expressing or

implying an intention to bind the firm. /
EFFECT OF ADMISSIONS BY A

PARTNER - an admission or
representation made by a partner Liability to

evidence against the firm, if it is made Parties
in the ordinary course of business. "

EFFECT OF NOTICE TO ACTING (4V
PARTNER - Notice to a partner who \

are jointly and severally responsible to third parties for all acts
which come under the scope of (ttl%exwess or implied authority.

LIABILITY OF THE FIRM FOR
WRONGFUL ACTS OF A PARTNER :

Where, by the wrongful act or omission |
of a partner in the ordinary course of the
concerning the affairs of the firm is Third .+~ business of a firm, or with the authority

of his partners, loss or injury is caused to
any third party, or any penalty is
incurred, the firm is liable therefore to
the same extent as the partner.

habitually acts in the business of the | TART|ITY OF FIRM FOR MISAPPLICATION BY PARTNERS:

the consent of that partner. It

by a sleeping partner.
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' _ tbe , whensuch money or property has come into the custody of the
received by a working partner and not  firm and it is misapplied by any of the partners.

firm of any matter relating to the Firth is Liable in both cases -
affairs of the firm operates as notice. ; yhere g partner acts within his authority and due to his

to the firm, except in the case a authority as partner, he receives money or property belonging
fraud on the firm committed bw to a third party and misapplies that money or property.

)LTIMATE CA
- CAINDRESH GANDHI

M, Live chat replay



Rights Of Transferee Of A Partner's Interest
I

A share in a partnership is transferable like any other property,
but as the partnership relationship is based on mutual confidence,
the assignee of a partner's interest by sale, mortgage or otherwise
cannot enjoy the same rights and privileges as the original partner,
Other partners should agree to transfer interest.

=

On the dissolution gf the
firm or on the retirement
of 'rrunsferrmg partner,
'rmnsferge Cowill - be
entitled, \against  the

rema&@g partners:
- to, receive the share of
e assets of the firm
for the purpose of

4

During the continuance of partnership,
such transferee is not entitled:

- to interfere with the conduct of the
business

- to require accounts, or

- fo inspect books of the firm.

He is only entitled to receive the
share of the profits of the

transferring partner and he is bo ascertaining the share

to accept the profits as agr (ﬁ\ N e

the partners, i.e., he cannot chal

A account as from the date
of the dissolution.

CLASSES AVAILABLE AT www.ultimateca.com

Rights of Minors Admitted To The
Benefits Of Partnership

1

2.

Right to his agreed share of the
profits

Access to, inspect and copy the
accounts of the firm

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 fo 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

EJLTIMATE CcA
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Liabilities of Minors Admitted To The Benefits Of Partnership
]

A\

Before attaining

majority:

a) confined only to
the extent of his
share in  the
profits and the
property of the
firm.

b) no personal
libility for the
debts of the firm
incurred during his
minority

¢) cannot be declared
insolvent, but if
the firm s
declared insolvent
his share in the
firm vests in
Official Receiver.

] ELTIMATE cA

After attaining majority: CAINDRESH GANDHI
Within 6 months of his attaining majority or on his obtaining knowledge that he had
been admitted to the benefits of partnership; whichever date is later, the minor
partner has to decide whether he shall remain a partner or leave the firm.

Where he has elected not to become partrer he may give public notice that he has
elected not to become partner and such notice shall determine his position as
regards the firm. If he fails to give such notice he shall become a partner in the |
firm on the expiry of the said six months. o

P

When he becomes partner: If the When he elects not to become a

minor becomes a partner” on his own ner:
willingness or by his failure to give the a) His rights and liabilities continue to
public notice within specified time - be those of a minor up to the date of

a) He becomes/personally liable - since giving public notice.
he was admitted to the benefits of b) His share shall not be liable for any
partnership acts of the firm done af ter the date

b) His" share in the property and the  of the notice
profits of the firm remains the same ¢) entitled to sue the partners for his
to which he was entitled as a minor. share of the property and profits
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LEGAL CONSEQUENCES OF PARTNER GOING OUT

RETIREMENT OF A PARTNER:

v A partner may retire: with consent
of all or as per deed or if
partnership is at will, by giving
notice in writing to all the other
partners.

v Discharge of retiring partner for
acts of the firm done before his
retirement 1By an agreement b/w
third party and remaining partners.
2 By an implied agreement to above
effect. (E.g. Dealing between such
third party and the reconstituted
firm, after he (the third party)

DEATH OF A
PARTNER:
1.The firm is
dissolved unless
otherwise
specifically
provided  in
deed.

2.The estate of
the deceased"
partner is” not
liable for'.any

act of the firm
doneafter his

had the knowledge of the RAn :
: "~ 3No  public
retirement.) LA :
\, ,notice N

v A retiring partner continues to.be’

lible as partner after the
retirement until public notice is
given of the retirement.

required of the
death of a
partner.
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EXPULSION OF A
PARTNER:
Three conditions+(a)

As per / contract
between the
partners’’ &  (b)
Majority of the

partners & (c) In

\good faith,

If condition not
fulfilled - Partner
may  claim  re-

instatement as a
partner, or may sue
for the refund of his
share of capital and
profits in the firm.
(Good faith includes
-interest of the firm
+served with notice +
oppo to be heard)

INSOLVENCY OF A
PARTNER:

1.The insolvent partner
ceases to be a partner on
the date on which the

order of adjudication is |

made. 2.The firm s
dissolved unless otherwise
specifically provided in
deed.

3.The estate of the
insolvent is not liable for
the acts of the firm done
after the date of the
order of adjudication.

4. The firm is not liable for
any act of the insolvent
partner after the date of
the order of adjudication.
5No public notice is
required for insolvency.

EJLTIMATE cA
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LEGAL CONSEQUENCES OF PARTNER COMING IN--

INTRODUCTION OF PARTNER :

v No person shall be introduced as a partner into a firm without the consent.of all the existing partners or
as per deed.

v' Admitted partner not liable for any acts of the firm done before he became a partner unless he agrees.

v Liability for the acts of the old firm only if: 1. the new firm assumes the liabilities of the old firm, and 2.
the creditors accept the new firm as their debtor

RIGHTS OF QUTGOING PARTNER: - |

To carry on competing business:- but he may not- (i) use fhe firm name; (if) represent himself as carrying on
the business of firm, or (iif) solicit the customers whoﬁwer'e dealing with the firm before he ceased to be a
partner.

To Subsequent profits :- If final settlement is pggdmg legal representatives of the deceased partner or
the retiring partner are entitled to any of 1hg:]hwmg two options: (a) Share of the profit earned af ter the

death or retirement. (b) Claim interest at
property. A\

rate of 6% per annum on the amount of his share in the

REVOCATION OF CONTINUING GUARANTEE BY CHANGE IN FIRM

Mere changes in the constitution of the firm operates to revoke the quarantee as to all future transactions.
Such change may occur by the death, or retirement of a partner, or by introduction of a new partner.
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E)LTIMATE cA
CA INDRESH GANDHI




REGISTRATION OF FIRMS
§

REGISTRATION OF FIRMS -ROF may be effected at any time by se ng by post or delivering to the
Registrar of the area in which any place of business of the firm is s% d or proposed to be situated -

Statement of Fees + Fees , stating -

1. Name - Firm , other places where firm carries on business , p& address in full
2 place or principal place of business of the firm, \

3 Date - Partner joined , Duration of firm
The statement shall be signed by all the partners, or by t@& agents specially authorised in this behalf.

1. Each person signing the statement shall also veri the manner prescribed.
2. A firm name shall not contain any of the foll words, namely: Crown’, Emperor’, ‘Empress’, ‘Empire’,

‘Imperial’, ‘King', ‘Queen’, Royal’, or wordw&&‘essing or implying the sanction, approval or patronage of

EJLriMATE cA
CA INDRESH GANDHI

Government except when the State 6o t signifies its consent to the use of such words as part of
the firm-name by order in writing,

W

P Reglster 3 s, ol T e heremant

LATE REGISTRATION ON PAYMENT OF PENALTY (SECTION 59A-1): 100/year + Penalty of ROF
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CONSEQUENCES OF NON - REGISTRATION wLﬂMATE CA

¢ | ‘I’ CA INDRESH GANDHI

RIGHTS AFFECTED BY NON REGISTRATION: RIGHTS - NOT AFFECTED BY NON
1. No suit in a civil court by firm or other co-partners REGISTRATION :-
against third party : A registered firm can only file a suit .',,}Ribh'r of third parties to sue the firm
against a third party and the persons suing have been in the Y orany parfner. .
register of firms as partners in the firm. . Power of an Official Assignee or
. No relief to partners for set-off of claim: If value'is _ Receiver or the Court.
more than 100 then firm or partner cant claim set off, 3. gfgh*l Of the fpar'htner}s. fo sue ff i T:e
. Aggrieved partner cannot bring legal action  against SO Uon Mgl o Joge
. . accounts of a dissolved firm or for the
other partner or the firm: A partner of an unregistered B
: . . realization of the property of a
firm (or any other person on his behalf) is precluded from g o e
bringing legal action against the fir:m or any person alleged 4 Rights of the firm or partners of firm
to be or to have begn a partner in Thg firm. But, such a having no place of business in India.
person may sue for dissolution of the firm or for accounts 5 Right to sue or claim a set-off if the
and realization of his share in the firm's property where value of the suit upto Rs. 100.
the firm is dissolved. . Rights of partners to sue for the
. Third party can sue the firmi In case of an unregistered = criminal proceedings against the other

firm, an action can be brought against the firm by a third = partners of the firm and against the
party. third parties.
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iccoluti : _ ol ) _ 9 5o MODES UFr DISSULVILUN OUF FLRM
Dissolution of firm :- means the discontinuation of the lega Without order of Cowt or Vokattary

relation existing between all the partners of the firm issolution: -

Disgolu‘rion of Par’rn_ership : when only one or more partners | o~ bissolutio by Agreement (Section 40):
retires or ‘becomes mcap'acn‘ra_’red from acting a; alpar*_mer due with 1 nsent of all the partners or as
to death, insolvency or insanity, the partnership is dissolved, per ?e ntract between the partners.

EJLTIMATE cA
CA INDRESH GANDHI

but the rest may decide to continue. b | dissolution:- It happens
Difference between dissolution of firm and partnership: - _ TAmu‘t e bE e partnerzp 2
| adjudicated as insolvent. 2.By the happening

'y 'of an event which makes partnership

Continuance  involve does not affect unlawful

of business  discontinuation  of continuation of & Djssdu‘[ion on the happening °f certai.n
business. business contingencies:-  1Where  Firm s

constituted for fixed term/particular

WindingUp  involveswindingup ~ Involves only adventure. such term/adventure i

recorgiution completed. 2.By death of partner, 3.By <y
Order  of May be by order of Cannot be ordered adjudication of partner as insolvent -
Court court. by court. d. Dissolution by notice of partnership at w
Scope involves dissolution'of May or not involve Will i Can be dissolved when one of Nt

artnershi dissolution of firm. Partners gives written notice fo all the
i : other partners. Date of dissolution shall be

date mentioned in notice as such, if not
mentioned then date of communication of
notice. .

AR

Final Closure involves final closure. Does not involve
of books final closure.

M, Live chat replay
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Iransfer of
Where a partner has
transferred the whole of
his interest in the firm to
a third party or has
allowed his share to be
charged or sold by the
court, in the recovery of
arrears of land revenue
due by the partner, the
court may dissolve the
firm at the instance of
any other partner.

Permanent
When a partner has
become in any way
permanently incapable of
performing his duties as
partner, then the court
may dissolve the firm.
Such permanent incapacity
may result from physical
disability or illness etc.

Interest: <

incapacity: <

Where a partner is
guilty of conduct
which is likely to
affect

prejudicially  the
carrying on of
business, the court

partner  (not .“a
sleeping  partner)
has become = of
unsound .mind, the
court imay: dissolve
the firm.on a suit

may order for | Of(-the other
dissolution of the rpur‘rner'.s or by the
firm. Not | _next friend of the
necessary that it | INsane  partner.
must relate to the. | Temporary
conduct . “of sickness is no
business. . [+ ground for
N dissolution of firm.

Y
Just and equitable grounds - As per court.
Cases, involve - Deadlock in management,
partners are not on talking terms, loss of
substratum, gambling on stock exchange.
Continuous/Perpetual losses

CLASSES AVAILABLE AT www.ultimateca.com

v DISSOLUTION BY COURT — Persistent  breach
| v T agreement:  wilfully E)LTIMATE cA
Misconduct: ARl T Uikes persistently commits brea CA INDRESH GANDHI

of agreements relating to t
management of the affairs
the firm or the conduct of
business, or otherwise |
conduct himself in matte
relating to the business that!
is not reasonably practicat
for other partners to carry
the business in partners
with him, then the court m
dissolve the firm at t
instance of any of
partners. Following comes in
category of breach

contract: Embezzleme
Keeping erroneous accoun
Holding more cash th
allowed, Refusal to she
accounts etc.

M, Live chat replay



Liability for acts of
partners done after
dissolution:

Section 45 has two
fold objectives: 1. To
protect third parties
dealing with the firm
who had no notice of
prior dissolution and 2.
To protect partners of
a dissolved firm from
liability towards third
parties.

However, there are
exceptions to the rule
there will be no
liability for
subsequent acts in the
case of: the estate of
a deceased partner, an
insolvent partner, or a
dormant partner.

CONSEQUENCES OF DISSOLUTION
Right of Continuing  authority  of
partners  to partners for purposes of
have business winding up :
wound up after After  dissolution,  the
dissolution: partner's act bind the! firm

partners have
right to have
the property of
the firm
applied in
payment of the
debts and
liabilities  of
the firm, and
to have the
surplus
distributed
among
themselves
according  to
their rights.

and other mutual “rights
continue as is for the purpose
of winding up and ‘completing
the unfinished fransaction.
However, firm' is in no case
bound by, “the acts of a
partner ~who has been
adjudicated insolvent; but
this' proviso does not affect
the liability of any person who
has after the adjudication
represented  himself  or
knowingly permitted himself
to be represented as a
partner of the insolvent.

CLASSES AVAILABLE AT www.ultimateca.com

Mode of  Settlement  of
partnership accounts : Rules for
settlement:-

1.Losses,including deficiencies of
capital SHALL be paid first out of
profits, Capital lastly partner: PSR
2.The assets of the firm must be
applied in the following manner and
order: a. debts of the firm to
third parties, b. paying to each
partner rateably what is due fo
him from capital, c. paying to each
partner rateably what is due fo
him on account of capital, d. the
residue shall be divided among the
partners in PSR,

Payment of firm debts and
separate partner debts -
Property of firm first applied to
debt of firm then fo separate
debts. Separate partner property
first applied to Senocatasdak

ELTIMATE cA
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