
JIX OF 1932: Act number IX of 1932 in In dian 
Leqis lativc calen der 

PARTNER SH |PACT |932 (on curre nt List 
Unit I ’ NatUre 

* Indian Legislative Calendar Cp lan ned schedule) 
refers to schedule of sessions duHng which (egislat 
ive bad'es, such as Indian Parliam ent 4 state 

Parlian entomeets in three main sessions 
|Budq et Session ’ Lfeb May] 
2Monsoon SessionLTuly - Auql Sep Icq workd policy 3 winter sessin -’LNoy - Dec 

Purp0se 
insures that law 4 policies are made, budgcts ate 
app toved 4 pressing issUes are de bated in a 
planntd 4 timc bound mannes 

* exact dates ale de cide d by aovetn m¢nt 

* Contr acts4 partn ership s ’ concU trent list ’ 

ie. A State law can am m¢hd or sUpplc rn ent the 
Centra law within that state. 

]IN |T's APPLI CATION TO MAH > n ah at ashtra made 
specific ammendments ’ effor ts from Tan | 1985 

legislatures -> convene to discU Ss, de bte and pass 
Iaws and policies. 
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Section |: 
May be called Indan Partners hip Act 1932 

yIt extehds to whole of Inda except a k 
Came into frce-> dau of October 1932 day 

But Scc (69) ’ st dau of 0cto ber 1933 

Section 2::Definations 

day 

Section 3 unrep eaJed p rovisio ns of lCA 
’ Explanation -’ciloro. 

ICA oriqion ally qoverned all contractual re laio n Ship 
inluding those telated to partnerships. 

So, ICA Unteptaled pro visions continue to apply 
unless thete is dite ct in conSistencu with.fhe 
In dlan Partnership Act 932. 

* Conflict of two ->IPA will prevail 
* |PA detailed provisions ovcrride IcA, qcncral provisions. 

cq’ IPA govetns how partn crship is formed’ But 
rclics on qeneral p rin ciple 

of yalid contract. 

’ Aqency relaionships -’ mutuaJ aq en cu Sec 184 14>speutc 
overrides qencral-’ | CA 
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EXample -> /CA applies 

JAgre emcnt to fo rm partnc tship coercion 
TCA applies 

2| Partnership Override > dispute tegarding pro fit 
sharing 

Section 4 Partnerships, Partnets, firm & fitm's name 

voidable 

JPar tnetship ’ is the relationships betwecn fhe person 
who have agreed to share theiprofits of, busin ess 
carri ed On by all or any of. themn actinq for all. 

Analysis: 
Relahionships blw pers on ’ two or more persons 

Sec 464 ’ Man (0 -> Banking 4 50 for others 
Rule 10’ Misc ’ Compe tent to contract 

2 who have agreed -’ Aqreemcnt is fo Un dation of 
Par tnership 

’ arises from agreement 

3|To shate profits ’ 

’ 

NO partnership ’ operation of 
law -s alw ay S mutual consent 
Agreement govern ed by lcA 

Key feature 
’ must agree to share profits 

’ sharinq of lo SSes is not mandatory under thc 
act, thouqh it iS com mon impract ice 

’Ie diffe rcnci ates par tnerships from rclationsh ips 

like co-ownc rship cPro fit sharing wIo Agency) 
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40f a Business ’ Busin ess refers to frade, occupatin 
or profcssion. 

-’ Non profit activies-do not 
constitute a partneship. 

Mutual- doing same thi ngs for cach other, 
5 (arried on bs all or any one of them 
’refers to operationad flexi bility and mutual 

Toint ownership of business ope rations 
-business is collectivcls 0wned and operated by all. 

’ Mutual Agency 
cornerstohe of partnership 

Every partner is both a principa ahd an aqent. 
JAs a ptincipal a partner can act inde pe ndently to 

manage the fitm. 
2| As an agent, the partncr is boU nd by actions Of other 

partnehs perfohm ed within thc scope of business. 

Key features of mutual agency 
IAUthority to bind the fiYm. 

2Toint and several liability 

" Example 

A, B, C’ partncrs (constructing businesS. 

ag ency anong the partners. 
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A ’ contract: purah as ing material worth 
.iNodei3i0R0,000 WIo BA C con scnt. 

contractis 'bindinq fofirmoo 2tlt 0 
L jointls liable to pay sUpp lict 
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The term partnets is defin ed aS person 
who have enteted into partnerships with 

one anothek are calleo Individually partne 

as 

colle ctiv ely -’ a firm Cnot a legal entity) 

’ name under which the businc ss is catried on 
-’ firm's nme 

ESs entiaJ elements of partnetship. 
JThere should be an agreernent betw een the parties. 
l aqrecm ent betweth persons 

3 Business 

Y Sharing of profits 
s Busincss carried on bu all or onc mutual aq ency 
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section 5 Partnership not creatéd bu status. 
’ Based on voluntary greement blç in div iduals 
-’ cannot be cteated by de fault or as resulF of 
any st atus. i 

-’ HUF ’ arises from birth status. 
’ do not voluntary aqree to carry on 

business; 
part virtve of their birth 

’ Burnese Buddhist Husban d d wife. 
’ Byddhist law or customs -’ may jointly cary on 
a business as a part of their marital arranqemem 

’ jointly venture arises from their marltal 
relationship. 
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Section 6: Mode of Dete tm ining existence oE 

Share 

Partnership 

COx Ys Hickman 
Plaintiff 

Facts : Cax& Hick man ’ Business arrangem ent 
Profit e capital contributcd 

Defendant 

Operations of 
busineSS 

Cox hold ’ Hickman personally liable for Debts 

Hickman saus’ T'm not a partner 
’ It is aqency reiatian ship. 

Decsion’ House of Lords C Upper house of Parlia’ OK 

No evidence of sharing pro fits in a way’ partnerShip Hickman was hot intended to share pYofits equalls with coX’ he was actinq in diffe hent capacity. 
2 Hicknan was actinq as an aqent. 

* Must have mutual ag tecment to share profits A l0sses. * Requires a contract ’ not mercly contribution. 
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True test 
Acc to Sec 6 -’ real telatlo ns between partners 

as shown by all rele vant facts taken 
together.. 

(onclusive eviden ce -’ mutual agcncy. 
’ ie the capacity of partners to bind other partncts 

by bu his act done in fitm's name and be bound bu 
the acts done other partners in fir m's name. 

’ Shartnq of pro flts ’ prima facie evidence 

Partnets hip do es not exist 

IMam, 
CM.AJ 

Chai ki tapri 
Lo an S00 00Ó 

57. share of 
profit 

2 Sales over cert ain tarqef > i07. of pro fits. 

Mrs 

Stu dent 
C Mt. B) 

Servant or Agent as Remuneration. 

3 Widow or child of deceased partncr as Annulty. 

’ Mr A ’ pa tner teceived *100000 per year 

as annuity 
’ died 

A>tcceives annuity as fin an ci al support. 

CA AKASH AGARWAL

AKASH AGARWAL CLASSES 8007777042/43



4Part Owner 

’ Sold busin ess for 50,00,000 t 

. 

’ continucs rccejvinq S. of 
next S y cas -’ 900dwill, 5 goodwil. 

M 
M 

profits 
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TYPES OF PARTNERSHIP 

JGencral Partnership -’ 
Iiability ’ unlimitcd 
ii Busincss in qeneta. 

2| Particular Partnership CSec -87 
Particular obje ctive /venture 

. 

il auto maticalls di ssolves on completion. 
iil If stHIl continves -> Par tner Ship at will 

3| Par tnership for fixed period 
Jduration of partn ership is de cided. 

4 Partnershlp at will Csec 7Jiil 
’ no pro vision for duration of par tneship 

’ can be d'ssolved-’ by qivinq no tice by any 
Partnct to al o thet.y 

CA AKASH AGARWAL

AKASH AGARWAL CLASSES 8007777042/43



Types 0f Partn ets.:. 

Jwor king 9t actiue partner..it. 4s 
also known as actu al lobstensible Partneh, 

takes active patt in bUstness. 
iil iable to third partieS for ul acts of firm 
iv give publlc notice on tetirement 

vinsanity lin capacitymay be grounded for 
dissolution of firm. 

2| slecping or Dotmant partnehs 
J does not take active part in business 

simply contribUtes capital 
iii liable to third parttes 
iV shares profi Tl0sses 
M need not qive public n otice 

Vj insan its / in capacity’ ho qround for dissolution 

3 Nominal Par tner 
iends his name 
iilno capital I no pro fit lloss /no particip atio n 
iiiliable to outsiders as if ac tu al par tn es 

qive public notice 
insanity in capacity -’ no qround for diss . 
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4secret partncr CModule only) lcontributes capital & takes part iishares profits losses 
iÜl Unimited 
iV not kn 0wn to outs lde world. 
Y li able to third parties. 

s imited Partner CModu te onty] 
Jlimited liabilits ’ extent of his shares in capital 

A profits. 
not entited to take part in bUs ln ess. 

IFirm is not dissolved ’ de ath | lun ary. 

6 Partners in profit onty 
|share profits . 

ino losses 
Dnot allo wed to take part in man aq em ent. 

IV asso ciate d for money 4 g00 dwill 
Vtiable to third parties 
vlgive public nO tice 
vil insanity lin capacity ’ gro und for diss" 

J outgoing Partncr /Retiri ng. 
Upartner- leaving the fitn while test of the 

partners continue. 
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8In coming Partner 

il partner who is admitted Into cxisttng firm. 

sUb- partner 
Upartncr agrees to share profits with third 

person ’ SUb partner 
iitran sferce Of Shart 

1 ho right against firm ’ or take Part 
iV not l)able to third prtiesi 
M cannof bind the fitm by his acts. 

VJ no pUblici notlce heeded. 
viJ insanityl incapacity-’ no ground for díss" 

1a] Partner by estoppel by holding out. 

Holding 0ut ’ means to represent. 

Partner must have repre senttd 
hìmself to be a partner 

by words spoken or 
on by hls conduct 

0ther petson acting 
on faith of sUh 
teptese nt ation 
must have aivch 

wHttenChedit to th fim. 

-’ Liable for the acts of firm 

’ Also applicable to the former partncr who has retired 
from the firm 

’ beco mes personallu liable for the acts Of fitm 
as if he is a parfner 
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