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INDIAN PARTNERSHIP ACT

1. A and B are partners in M/s Aee Bee & Company. Firm is doing business of trading of

plastic bottles. A is authorised to sell the stock of plastic bottles. It was decided between
them that A should sell the plastic bottles at the minimum price which they have decided
and if A sell at a price less than minimum price, he should first take the permission of B.
Due to sudden change in government policy, the price of plastic bottles was continuously
declining. To save the loss of firm, A sold the stock at lower price. Meanwhile, A tried to
contact B but couldn’t do so as B was on foreign trip. Afterwards when B came, he filed
the suit to recover the difference of sale price and minimum price to the firm. Whether B
can do so under the provisions of the Indian Partnership Act, 1932?

. Mr. Ram and Mr. Raheem are working as teachers in Ishwarchand Vidhyasagar Higher
Secondary School and also are very good friends. They jointly purchased a flat which was
given on rent to Mr. John. It was decided between landlords and tenant that the rent would
be Rs 10,000 per month inclusive of electricity bill. It means electricity bill will be paid by
landlords. The landlords, by mistake, did not pay the electricity bill for the month of
March 2025. Due to this, the electricity department cut the connection. Mr. John has to pay
the electricity bill of Rs 2800 and Rs 200 as a penalty to resume the electricity connection.
Mr. John claimed Rs 3000 from Mr. Ram but Mr. Ram replied that he is liable only for Rs
1500. Mr. John said that Mr. Ram and Mr. Raheem are partners therefore he can claim the
full amount from any of the partners. Comment in the light of the relevant legal provision
of the Indian Partnership Act, 1932, the legal position and the correctness of the liability
of Mr. Ram to pay whole amount of Rs 3000 to Mr. John?

. P, Q and R formed a partnership agreement to operate motor buses along specific routes

for a duration of 12 years. After operating the business for four years, it was observed that
the business incurred losses each year. Despite this, P is determined to continue the
business for the remaining Period. Examine with reference to the Indian Partnership Act,
1932, can P insist to continue the business? If so, what options are available to Q and R
who are not wanting to continue operating the business?

. A and B operate a textile merchant business in partnership. Mr. A finances the business
and is a sleeping partner. In the regular course of business, B acquires certain fabric goods
belonging to C. However, B is aware that these goods are stolen property. Despite this
knowledge, B proceeds to purchase and sell some of these stolen goods. Moreover, B
records proceeds from these sales in the firm’s books. Later A comes to know of the fact
of B,s conduct on the transaction with C. So he decided to avoid his liability towards C,
on the grounds of misconduct by B. In the light of the provisions of the Indian Partnership




Act, 1932 discuss the liability of A and B towards C. Comment upon the decision of A in
the said transaction.

. Amit and Ajay started the business of wholesale trading of sugar. For this purpose, they
contributed Rs 3,00,000 and Rs 1,00,000 respectively. Partnership deed was perfectly
prepared but clause regarding share of profit was not mentioned in the deed. Due to the
heavy rain, stock of sugar was spoiled, and firm incurred the loss of Rs 60,000. Amit asked
Ajay to contribute equally to the loss, but Ajay agreed to contribute only 25% to the loss
i.e. in the ratio of capital contribution. Referring to the provisions of the Indian
Partnership Act, 1932, how much to be contributed by Ajay to firm’s loss?

. State giving reasons whether the following are partnerships as per the provisions under

the Indian Partnership Act, 1932.

(1) X, Y, and Z agree to divide the profits equally, but the loss, if any, is to be borne by
X alone. Is it case of partnership?

(ii) X, a publisher, agrees to publish a book at his own expense written by Y and to pay
Y, half of the net profit. Does this create a relationship of partnership between X
and Y?

(iii) A and B purchase a tea shop and incur additional expenses for purchasing utensils
etc. each contributing half of the total expense. The shop is leased out on daily rent
which is divided between both. Does this arrangement constitute a partnership
between A and B?

. P,QandR are partners in a partnership firm. R retires from the firm without giving public

notice. P approached S, an electronic appliances trader, for purchase of 25 fans for his firm.
P introduced E, an employee of the firm, as his partner to S. S believing E and R as partners
supplied 25 fans to the firm on credit. S did not receive the payment for the fans even after
the expiry of the credit period. Advise S, from whom he can recover the payment as per
the provisions of the Indian Partnership Act, 1932. (6 Marks June 23)

. 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 wis
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, 1932

. M/s XYZ & Associates, a partnership firm with X, Y, Z as senior partners were engaged in
the business of carpet manufacturing and exporting to foreign countries. On 25th August,
2016, they inducted Mr. G, an expert in the field of carpet manufacturing as their partner.
On 10th January 2018, Mr. G was blamed for unauthorized activities and thus expelled
from the partnership by united approval of rest of the partners.

(1) Examine whether action by the partners was justified or not?




(ii) What should have the factors to be kept in mind prior expelling a partner from the
firm by other partners according to the provisions of the Indian Partnership Act,

1932?

Action by the partners of M/s XYZ & Associates, a partnership firm to expel Mr. G from
the partnership was justified as he was expelled by united approval of the partners
exercised in good faith to protect the interest of the partnership against the
unauthorized activities charged against Mr. G. A proper notice and opportunity of
being heard has to be given to Mr. G.

(ii) The following are the factors to be kept in mind prior expelling a partner from the firm
by other partners: Same as point in above answer.

Question: X, Y and Z are partners in a Partnership Firm. They were carrying their business
successfully for the past several years. Spouses of X and Y fought in ladies club on their
personal issue and X's wife was hurt badly. X got angry on the incident and he convinced Z
to expel Y from their partnership firm. Y was expelled from partnership without any notice
from X and Z. Considering the provisions of the Indian Partnership Act, 1932, state whether
they can expel a partner from the firm. What are the criteria for test of good faith in such
circumstances? [May 18, 6 Marks] [MTP April 19, 6 Marks]
OR

Question: Ram & Co., a firm consists of three partners A, B and C having one third share each
in the firm. According to A and B, the activities of C are not in the interest of the partnership
and thus want to expel C from the firm. Advise A and B whether they can do so quoting the
relevant provisions of the Indian Partnership Act, 1932. [RTP Nov 18] Answer: Provision same
as given in answer no 1 Thus, according to the test of good faith as required under Section
33(1), expulsion of Partner Y is not valid. OR Thus, in the given case A and B the majority
partners can expel the partner only if the above conditions are satisfied and procedure as
stated above has been followed.

10. Mr. A. Mr. B and Mr. C were partners in a partnership firm M/s ABC & Co., which is
engaged in the business of trading of branded furniture. The name of the partners was

clearly written along with the firm name in front of the head office of the firm as well as
on letter-head of the firm. On 1st October. 2018, Mr. C passed away. His name was neither
removed from the list of partners as stated in front of the head office nor from the letter-

heads of the firm. As per the terms of partnership, the firm continued its operations with
Mr. A and Mr. B as partners. The accounts of the firm were settled and the amount due to
the legal heirs of Mr. C was also determined on 10th October, 2018. But the same was not
paid to the legal heirs of Mr. C. On 16th October, 2018, Mr. X, a supplier supplied furniture
worth Rs. 20,00,000 to M/s ABC & Co. M/s ABC & Co. Could not repay the amount due to
heavy losses. Mr. X wants to recover the amount not only from M/s ABC & Co., but also
from the legal heirs of Mr. C. Analyses the above situation in terms of the provisions of
the Indian Partnership Act, 1932 and decide whether the legal heirs of Mr. C can also be
held liable for the dues towards Mr. X.
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11. M/s ABC Associates is a partnership firm since 1990. Mr. A, Mr. B and Mr. C were partners
in the firm since beginning. Mr. A, being a very senior partner of aged 78 years transfers
his share in the firm to his son Mr. Prateek, a Chartered Accountant. Mr. B and Mr. C were
not interested that Mr. Prateek join them as partner in M/s ABC Associates. After some
time, Mr. Prateek felt that the books of accounts were displaying only a small amount as
profit despite a huge turnover. He wanted to inspect the book of accounts of the firm
arguing that it is his entitlement as a transferee. However, the other partners believed that
he cannot challenge the books of accounts. Can Mr. Prateek, be introduced as a partner if
his father wants to get a retirement? As an advisor, help them resolve the issues applying
the necessary provisions from the Indian Partnership Act, 1932.

Similar Question: Mr. M is one of the four partners in M/s XY Enterprises. He owes a sum
of 2 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: (i) Can Mr. M validly transfer
his interest in the firm by way of sale? (ii) 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?

. A, B and C are partners in a firm called ABC Firm. A, with the intention of deceiving D, a
supplier of office stationery, buys certain stationery on behalf of the ABC Firm. The
stationery is of use in the ordinary course of the firm's business. A does not give the
stationery to the firm, instead brings it to his own use. The supplier D, who is unaware of
the private use of stationery by A, claims the price from the firm. The firm refuses to pay

for the price, on the ground that the stationery was never received by it (firm). Referring

to the provisions of the Indian Partnership Act, 1932 decide:

(1) Whether the Firm's contention shall be tenable?

(i) What would be your answer if a part of the stationery so purchased by A was
delivered to the firm by him, and the rest of the stationery was used by him for
private use, about which neither the firm nor the supplier D was aware?

Hint

As per section 19 read with section 22 (1) The firm's contention is not tenable, for the

reason that the partner, in the usual course of the business on behalf of the firm has an

implied authority to bind the firm. The firm is, therefore, liable for the price of the goods.

(2) In the second case also, the answer would be the same as above, i.e., the implied

authority of the partner binds the firm. In both the cases, however, the firm ABC can take

action against A, the partner but it has to pay the price of stationery to the supplier D.

. In the absence of any usage or custom of trade to the contrary, the implied authority of a
partner does not empower him to do certain acts. State the acts which are beyond the
implied authority of a partner under the provisions of the Indian Partnership Act, 1932?
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14. A, B, and C are partners of a partnership firm ABC & Co. The firm is a dealer in office

furniture. A was in charge of purchase and sale, B was in charge of maintenance of
accounts of the firm and C was in charge of handling all legal matters. Recently through
an agreement among them, it was decided that A will be in charge of maintenance of
accounts and B will be in charge of purchase and sale. Being ignorant about such
agreement, M, a supplier supplied some furniture to A, who ultimately sold them to a
third party. Referring to the provisions of the Partnership Act, 1932, advise whether M can
recover money from the firm. What will be your advice in case M was having knowledge
about the agreement?

Hint

As per section 20, M supplied furniture to A, who ultimately sold them to a third party
and M was also ignorant about the agreement entered into by the partners about the
change in their role. M also is not aware that he is dealing with a partner in a firm.
Therefore, M on the basis of knowledge of implied authority of A, can recover money
from the firm. But in the second situation, if M was having knowledge about the
agreement, he cannot recover money from the firm.

Similar question :- 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. [RTP June 23]

. Master X was introduced to the benefits of partnership of M/s ABC & Co. With the consent
of all partners. After attaining majority, more than six months elapsed and he failed to
give a public notice as to whether he elected to become or not to become a partner in the
firm. Later on, Mr. L, a supplier of material to M/s ABC & Co., filed a suit against M/s ABC
& Co. for recovery of the debt due. In the light of the Indian Partnership Act, 1932, explain:

(1) To what extent X will be liable if he failed to give public notice after attaining
majority?
(2) Can Mr. L recover his debt from X?

. A, B and C are partners of a partnership firm carrying on the business of construction of
apartments. B who himself was a wholesale dealer of iron bars was entrusted with the
work of selection of iron bars after examining its quality. As a wholesaler, B is well aware
of the market conditions. Current market price of iron bar for construction is Rs. 350 per




IV
T

Kilogram. B already had 1000 Kg of iron bars in stock which he had purchased befohlje.:wprice

hike in the market for Rs. 200 per Kg. He supplied iron bars to the firm without the firm
realising the purchase cost. Is B liable to pay the firm the extra money he made, or he
doesn't have to inform the firm as it is his own business and he has not taken any amount
more than the current prevailing market price of Rs. 350? Assume there is no contract
between the partners regarding the above.

Discuss the provisions regarding personal profits earned by a partner under the Indian
Partnership Act, 1932?

Hint

section 16

In the given scenario, Mr. B had sold iron bar to the firm at the current prevailing market
rate of Rs 350 per Kg though he had stock with him which he bought for Rs.200 per Kg.
Hence, he made an extra profit of Rs. 150 per Kg. This is arising purely out of transactions
with the firm. Hence, Mr. B is accountable to the firm for the extra profit earned thereby.

. A, B and C are partners in a firm. As per terms of the partnership deed, A is entitled to 20
percent of the partnership property and profits. A retires from the firm and dies after 15
days. B and C continue business of the firm without settling accounts. Explain the rights
of A's legal representatives against the firm under the Indian Partnership Act, 1932?

Similar question :- Manisha, Madhuri, and Juhi are partners sharing profits and losses
equally. Juhi dies on Ist October 2017. After making all the necessary adjustments for
assets, liabilities, goodwill and Joint Life Policy, the capital accounts of the partners are
100000, ¥140000 and ¥240000 respectively. Manisha and Madhuri decide to continue the
business. Juhi's account is not settled until 1st January 2018. The profit for the year is
X180000. Assume the accounting year ends on 31st March every year. Determine the option
that the legal representative of Juhi shall choose.

. When does dissolution of a partnership firm take place under the provisions of the Indian
Partnership Act, 1932? Explain.
MN partnership firm has two different lines of manufacturing business. One line of
business is the manufacturing of Ajinomoto, a popular seasoning & taste enhancer for
food. Another line of business is the manufacture of paper plates & cups. One fine day,
the Government passes a law banning Ajinomoto use in food and to stop its
manufacturing making it an unlawful business because it is injurious to health. Should
the firm compulsorily dissolve under the Indian Partnership Act, 1932? How will its other
line of business (paper plates & cups) be affected?

19. What are the consequences of Non-Registration of a Partnership Firm? Discuss

20. What are the rights, which won't be affected by Non-Registration of Partnership firm?
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21. M/s XYZ & Company is a partnership firm. The firm is an unregistered firm. The firm has

purchased some iron rods from another partnership firm M/s LMN & Company which is
also an unregistered firm. M/s XYZ & Company could not pay the price within the time as
decided. M/s LMN & Company has filed the suit against M/s XYZ & Company for recovery
of price. State under the provisions of the Indian Partnership Act, 1932; (a) Whether M/s
LMN & Company can file the suit against M/s XYZ & Company? (b) What would be your
answer, in case M/s XYZ & Company is a registered firm while M/s LMN & Company is
an unregistered firm? (c) What would be your answer, in case M/s XYZ & Company is an
unregistered firm while Mis LMN & Company is a registered firm?

. Sahil, Amit and Kunal were partners in a firm. The firm is a dealer in office furniture.
They have regular dealings with M/s AB and Co. for the supply of furniture for their
business. On 30th June 2023, one of the partners, Mr. Kunal died in a road accident. The
firm ordered M/s AB and Co. to supply the furniture for their business on 25th May 2023,
when Kunal was also alive. Now Sahil and Amit continue the business in the firm’s name
after Kunal’s death. The firm did not give any notice about Kunal’s death to the public or
the persons dealing with the firm. M/s AB and Co. delivered the furniture to the firm on
25th July 2023. The fact about Kunal’s death was known to them at the time of delivery of
goods. Afterwards the firm became insolvent and failed to pay the price of furniture to
M/s AB and Co. Now M/s AB and Co. has filed a case against the firm for recovery of the
price of furniture. With reference to the provisions of Indian Partnership Act, 1932, explain
whether Kunal’s private estate is also liable for the price of furniture purchased by the
firm?

. Explain in detail the circumstances, which lead to liability of firm for misapplication by
partners as per provisions of the Indian Partnership Act, 1932.

. Can a partner be expelled? If so, how? Which factors should be kept in mind prior to
expelling a partner from the firm by the other partners according to the provision of the
Indian Partnership Act, 1932?




26. M, N and P were partners in a firm. The firm ordered JR Limited to supply the furniture.
P dies, and M and N continues the business in the firm's name. The firm did not give any
notice about P's death to the public or the persons dealing with the firm. The furniture
was delivered to the firm after P's death. fact about his death was known to them at the
time of delivery. Afterwards the firm became insolvent and failed to pay the price of
furniture to JR Limited. Explain with reasons:

(1) Whether P's private estate is liable for the price of furniture purchased by the firm?

(ii) Whether does it make any difference if JR Limited supplied the furniture to the
firm believing that all the three partners are alive?
Hint

Provision same as above Therefore, considering the above provisions, the problem may
be answered as follows: (i) P's estate in this case will not be liable for the price of the
furniture purchased by the firm because the furniture was delivered after p's death. (ii) If
JR Limited supplied the furniture to the firm believing that all three partners are alive
would not make any difference. Still. P's private estate would not stand liable for the price
of the furniture.

. Sohan, Rohan and Jay were partners in a firm. The firm is dealer in office furniture They
have regular dealings with M/s AB and Co. for the supply of furniture for their business.
On 30 th June 2020, one of the partners, Mr. Jay died in a road accident. The firm has
ordered M/s AB and Co. to supply the furniture for their business on 25th May 2020, when
Jay was also alive. Now Sohan and Rohan continue the business in the firm's name after
Jay's death. The firm did not give any notice about Jay's death to the public or the persons
dealing with the firm. M/s AB and Co. delivered the furniture to the firm on 25th July 2020.
The fact about Jay's death was known to them at the time of delivery of goods. Afterwards
the firm became insolvent and failed to pay the price of furniture to M/s AB and Co. Now
M/s AB and Co. has filed a case against the firm for recovery of the price of furniture. With
reference to the provisions of Indian Partnership Act, 1932, explain whether Jay's private
estate is also liable for the price of furniture purchased by the firm?

Hint

1. In the light of the facts of the case and provisions of law, since the delivery of furniture
was made after Jay's death, his estate would not be liable for the debt of the firm. 2. A suit for
goods sold and delivered would not lie against the representatives of the deceased partner.
This is because there was no debt due in respect of the goods in Jay's lifetime. He was already
dead when the delivery of goods was made to the firm and also it is not necessary to give any
notice either to the public or the persons having dealings with the firm on a death of a partner.
3. So, the estate of the deceased partner may be absolved from liability for the future
obligations of the firm.
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