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The Indian Partnership Act, 1932 was enacted in India in 1932. 

The Indian Partnership Act, 1932 

 

Parliament of India 

Long title 

• An Act to define and amend the law relating to partnership. 

 
 

Enacted by Parliament of India 

Assented to 8 April 1932 

Commenced 1 October 1932 except section 69 which came into force on the 1st day of October 

1933. 

DEFINITION:- 

The Indian Partnership Act 1932 defines a partnership as a relation 

between two or more persons who agree to share the profits of 

a business run by them all or by one or more persons acting for them all. 
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: 

Five essential elements of partnership in business 

This definition contains five elements which constitute a partnership, namely: 

(1) There must be a contract; 

(2) Between two or more persons; 

(3) Who agree to carry on a business? 

(4) With the object of sharing profits; and 

(5) The business must be carried on by all or any of them acting for all (i.e., there must be 

mutual agency). 

All the above elements must coexist in order to constitute a partnership. If any of these is 

not present, there cannot be a partnership. We now discus these elements one by one: 

1. Contract: 

Partnership is the result of a contract. It does not arise from status, operation of law or 

inheritance. Thus at the death of father, who was a partner in a firm, the son can claim 

share in the partnership property but cannot become a partner unless he enters into a 

contract for the same with other persons concerned. 

Similarly, the members of Joint Hindu Family carrying on a family business cannot be 

called partners for their relation arises not from any contract but from status. To 

emphasise the element of contract, Sec. 5 expressly provides mat “the relation of 

partnership arises from contract and not from status.” 

Thus a ‘contract’ is the very foundation of partnership. It may, however, be either express 

or implied. Again, it may be oral or in writing (Laxmibai vs. Roshan Lai). 

2. Association of two or more persons: 

Since partnership is the result of a contract, at least two persons are necessary to constitute 

a partnership. The Partnership Act does not mention any thing about the maximum 

number of persons who can be partners in a partnership firm but Sec. 11 of the Companies 

Act, 1956, lays down that a partnership consisting of more than 10 persons for banking 

business and 20 persons for any other business would be illegal. Hence these should be 

regarded as the maximum limits to the number of partners in a partnership firm. 



Only persons competent to contract can enter into a contract of partnership. Persons may 

be natural or artificial. A company may, being an artificial legal person, enter into a 

contract of partnership, if authorised by its Memorandum of Association to do so. 

Even there could be a partnership between a numbers of companies (Steel Bros. & Co Ltd. 

Vs. Commissioner of Income-tax). A partnership firm, since it is not recognised as a legal 

person having a separate entity from that of partners cannot enter into contract of 

partnership with another firm or individuals (Duli Chand vs. Commissioner of Income-

tax). 

When a firm (under a firm name) enters into a contract of partnership with another firm 

or individual, in that case, in the eye of law the members of the firms or firm become 

partners in their individual capacity (Commissioner of Income-tax vs Jadavji Narsidas & 

Co.). 

3. Carrying on of business: 

The third essential element of a partnership is that the parties must have agreed to carry 

on a business. The term ‘business’ is used in its widest sense and includes every trade, 

occupation or profession [Sec. 2(b)]. 

If the purpose is to carry on some charitable work, it will not be a partnership. Similarly, 

if a number of persons agree to share the income of a certain property or to divide the 

goods purchased in bulk amongst them, there is no partnership and such persons cannot 

be called partners because in neither case they are carrying on a business. 

Thus, where A and B jointly purchased a tea shop and incurred additional expenses for 

purchasing pottery and utensils for the job, contributing necessary money half and half 

and then leased out the shop on rent which was shared equally by them, it was held that 

they are only co-owners and not partners as they never carried on any business (Govind 

Nair vs Maga). 

Further, in order to be a partnership, the business must be ‘carried on’ which suggests 

continuity or repetition of acts. Merely a single isolated transaction of purchase and sale 

by a number of persons does not mean carrying on of the business. 

But if a number of articles are purchased at one time and the sales are to go on, profits are 

to be realised and are to be divided amongst a number of persons, there is a carrying on of 

business. 



Section 8, however, provides that there can be ‘particular partnership’ between partners 

whereby they engage in a particular adventure or undertaking, which if successful, would 

result in profit. 

Thus, there can be a partnership business as to the working out of a coal mine, or the 

sowing, cropping, harvesting and sale of a particular crop, or the production of a film 

because although in each of these cases there is a single adventure but the same requires 

a series of transactions and continuing relationship (Ram Dass vs Mukut Dharfi). 

4. Sharing of profits: 

This essential element provides that the agreement to carry on business must be with the 

object of sharing profits amongst all the partners. Impliedly the partnership must aim to 

make profits because then only profits may be divided amongst the partners. 

Thus, there would be no partnership where the business is carried on with a philanthropic 

motive and not for making a profit or where only one of the partners is entitled to the 

whole of the profits of the business. The partners may, however, agree to share profits in 

any ratio they like. 

Sharing of losses not necessary: 

To constitute a partnership it is not essential that the partners should agree to share the 

losses (Raghunandan vs. Harmasjee1). It is open to one or more partners to agree to bear 

all the losses of the business. 

The Act, therefore, does not seek to make agreement to share losses a test of the existence 

of partnership. Section 13(6), however, provides that the partners are entitled to share 

equally in the profits earned, and shall contribute equally to the losses sustained by the 

firm, unless otherwise agreed. 

Thus sharing of losses may be regarded as consequential upon the sharing of profits and 

where nothing is said as to the sharing of losses, an agreement to share profits implies an 

agreement to share losses as well. 

It must be noted that even though a partner may not share in the losses of the business, 

yet his liability vis-a-vis outsiders shall be unlimited because there cannot be ‘limited 

partnerships’ in our country under the Partnership Act. 

Sharing of profits not conclusive test: 

Although sharing of profits is an evidence of partnership but this is not the conclusive test 

of partnership. There may be persons sharing the profits of a business but who do not by 

that reason become partners. 



In this respect Explanation II to Section 6 clearly states: “The receipt by a person of a share 

of the profits of a business, or of a payment contingent upon the earning of profits or 

varying with the profits earned by a business, does not of itself make him a partner with 

the persons carrying on the business; and, in particular, the receipt of such share or 

payment: 

(a) By a lender of money to persons engaged or about to engage in any business, 

(b) By a servant or agent as remuneration, 

(c) By a widow or child of a deceased partner as annuity, or 

(d) By a previous owner or part-owner of the business as consideration for the sale of the 

goodwill or share thereof, does not itself make the receiver a partner, with the persons 

carrying on the business.” 

The question whether a person sharing profits of a business is a partner or not depends 

upon the real relation between the parties, as shown by all relevant facts taken together 

(Sec. 6). 

5. Mutual agency: 

The fifth element in the definition of a partnership provides that the business must be 

carried on by all the partners or any (one or more) of them acting for all, that is, there must 

be mutual agency. 

Thus every partner is both an agent and principal for himself and other partners, i.e. he 

can bind by his acts the other partners and can be bound by the acts of other partners in 

the ordinary course of business. 

To test whether a person is a partner or not, it should be seen, among other things, whether 

or not the element of agency exists, i’. e., whether the business is conducted on his behalf. 

It is on the basis of this test that a widow of a deceased partner or a manager having a 

share in the profits is not a partner, because business is not carried on her or his behalf. If 

she or he does something the firm is not legally bound by that. 

The importance of the element of mutual agency lies in the fact that it enables every 

partner to carry on the business on behalf of others. Partners may agree among themselves 

that some one of them shall not enter into any contracts on behalf of the firm, but by virtue 



of the principle of mutual agency, such partner can bind the firm vis-a-vis third parties 

without notice in contracts made according to the ordinary usage of trade. 

Of course he can be made liable by other partner’s inter-se for exceeding his authority. In 

fact, the law of partnership governing relations of the partner’s inter-se and with the 

outside world is an extension of the law of agency. 

In Cox vs. Hickman it was rightly observed: “The law as to partnership is undoubtedly a 

branch of the law of the principal and agent…. The liability of one partner for the acts of 

his co-partner is in truth the liability of a principal for the acts of his agent. 

Where two or more persons are engaged as partners in an ordinary trade, each of them 

has an implied authority from the others to bind all by contracts entered into according to 

usual course of business in that trade. 

Every partner in trade is, for the ordinary purposes of the trade, the agent of his co-

partners; all are therefore liable for the ordinary trade contract of the other. The public 

have a right to assume that every partner has authority from his co-partners to bind the 

whole firm in contracts made according to the ordinary usage of trade.” 

 

Nature of Partnership 

When two or more persons join hands to set up a business and share its profits and 

losses it is called Partnership. Section 4 of the Indian Partnership Act 1932 defines 

partnership as 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’. 

Partners are the persons who have entered into partnership individually with one 

another. Partners collectively are called ‘firm’. The essential features of the 

partnership are as follows. 

1)Two or More Persons 

There should be at least two persons coming together to form the partnership for a 

common goal. In other words, the minimum number of partners in a partnership firm 

can be two. 



Indian Partnership Act, 1932 has put no limitions on maximum numbers of partners 

in a firm. But however, Indian Companies Act, 2013 puts a limit on a number of the 

partners in a firm as follow: 

• For Banking Business, Partners must be less than or equal to 10. 

• For Any Other Business, Partners must be less than or equal to 20. 

• If the number of partners exceeds the limits, the partnership becomes illegal. 
2)Agreement 

The partnership is an agreement between two or more persons who decided to do 

business and share its profits and losses. To have a legal relationship between the 

partners, the partnership agreement becomes the basis. The agreement can be in 

written form or oral form. An oral agreement is equally valid. But, preferably the 

partners should have a written agreement, in order to avoid disputes in future. 

3)Business 

To carry on some business there should be an agreement. Mere co-ownership of a 

property does not amount to the partnership. The business must also be legal in 

nature, a partnership to carry out illegal business is not valid. 

4)Mutual Agency 

The business of a partnership firm may be carried on by all the partners or any of 

them acting for all. This statement has two important implications. First, to 

participate in the conduct of the affairs of its business, every partner is entitled. 

Second that a relationship of mutual agency between all the partners exists. 

For all the other partners, each partner carrying on the business is the principal as 

well as the agent. He can bind other partners by his acts. And also is bound by the 

acts of other partners with regard to the business of the firm. 

5)Sharing of Profit 

The agreement between partners must be to share profits and losses of a business. 

Sharing of profits and losses is important. The partnership is not for the purpose of 

some charitable activity. 

6)Liability of Partnership 

Each partner is liable jointly with all the other partners. And also when is a partner, 

severally liable to the third party for all the acts done by the firm. Liability of the 



partner is not limited. This implies that for paying off the firm’s debts, his private 

assets can also be used. 

Partnership Deed 

 

Agreement to carry on a business between the partners, partnership comes into 

existence. The partnership agreement can be either oral or written. The Partnership 

Act does not require that the agreement must be in writing. But when the agreement 

is in written form, it is called ‘Partnership Deed’. Partnership deed should be duly 

signed by the partners, stamped & registered. 

Partnership deed generally contains the following details: 

• Names and Addresses of the firm and its main business; 

• Names and Addresses of all partners; 

• A contribution of the amount of capital by each partner; 

• The accounting period of the firm; 

• The date of commencement of partnership; 

• Rules regarding an operation of Bank Accounts; 

• Profit and loss sharing ratio; 

• The rate of interest on capital, loan, drawings, etc; 

• Mode of auditor’s appointment, if any; 

• Salaries, commission, etc, if payable to any partner; 

• The rights, duties, and liabilities of each partner; 

• Treatment of loss arising out of insolvency of one or more partners; 



• Settlement of accounts on the dissolution of the firm; 

• Method of a settlement of disputes among the partners; 

• Rules to be followed in case of admission, retirement, a death of a partner; 
and 

• Any other matter relating to the conduct of business. Normally, all the matters 
affecting the relationship of partners amongst themselves are covered in 
partnership deed. 

Solved Examples 

Q: Arti and Anita are partners in the firm without a partnership deed with a capital 

of Rs5,00,000 and Rs. 3,00,000 respectively. Arti wants to share the profits in the 

ratio of capitals. Whether the claim is valid, state with a reason. 

Solution: In the absence the partnership deed, profits are shared equally between 

the partners, according to the Indian Partnership Act, 1932. So, the claim of Arti is 

not valid to share profits in the ratio of capitals. 

MUTUAL & THIRD PARTIES RELATION OF PARTNERS:- 

Sec 18 to 22 of the Indian Partnership Act, 1932, offer details of different 

scenarios under which partners can have different relations with a third 

party. 

A Partner is an Agent of the Firm (Section 18) 

 A partnership is a relationship between partners who agree to share the 
profits of the business. The business can be carried on by all of them or 
any of them acting for all. This definition suggests that a partner can be 
an agent of the others. 

Section 18 specifies that a partner is an agent of the firm for the purpose 

of business of the firm. This is actually one of the essential elements of a 

partnership.A partnership is a relationship between partners who agree 

to share the profits of the business. The business can be carried on by all 

of them or any of them acting for all. This definition suggests that a 

partner can be  
lationship between partners who agree to share the profits of the business. The business can be carried on by all of them or any of them acting for all. This definition suggests that a partner can be an agent of the others.A partnership is a relationship between partners who agree to share the profits of the business. The business can be carried on by all of them or any of them acting for all. This definition suggests that a partner can be an agent of the others.AdvertisementsSections 18 to 22 of the Indian Partnership Act, 1932, offer details of different scenarios under which partners can have different relations with a third partyAA Partner is an Agent of the Firm (Section 18)A partnership is a relationship between partners who agree to share the profits of the business. The business can be carried on by all of them or any of them acting for all. This definition suggests that a partner can be an agent of the others.Section 18 specifies that a partner is an agent of the firm for the purpose of business of the firm. This is actually one of the essential elements of a partnership. 

Hence, a partner embraces the character of both, the principal and the agent. Therefore, if 

he acts for himself and in his own interest in the common concern of the partnership, then 



he is acting as a principal. On the other hand, if he acts for and in the interest of his 

partners, then he is acting as an agent. 

It is important to note that a partner is an agent only or the purpose of business of the firm. 

He is not an agent for all transactions and dealings between the partners themselves. 

Implied Authority of a Partner (Section 19) 

If a partner does an act in the usual course of business of the firm, then his act binds the 

firm. This authority of a partner to bind the firm is Implied Authority. Unless a contrary 

agreement exists, implied authority does not empower a partner to (Section 19 – 

subsection 2 of the Indian Partnership Act, 1932): 

• Submit a dispute, relating to the business of the firm, to arbitration 
• Open a bank account in his name, on behalf of the firm 
• Compromise or relinquish, full or part of a claim by the firm 
• Withdraw a suit or proceedings filed on behalf of the firm 
• Admit any liability in a suit or proceedings against the firm 
• Acquire an immovable property on behalf of the firm 
• Transfer an immovable property belonging to the firm 
• Enter into a partnership on behalf of the firm 

Section 22 of the Indian Partnership Act, 1932, adds that the act which was done by the 

partner to bind the firm must be done in the name of the firm or in any other manner which 

implies an intention to bind the firm. 

While the implied authority depends on the nature of the business of the firm, a partnership 

of a general commercial nature may allow the partner to: 

• Pledge or sell the partnership property 
• Purchase goods on behalf of the partnership 
• Borrow money, contract and pay debts on account of the partnership 
• Draw, make, sign, endorse, transfer, negotiate and procure negotiable papers in the name 

and on account of the partnership. 

According to Section 20 of the Indian Partnership Act, 1932, the partners of a firm can 

make a contract to extend or restrict the implied authority of a partner. 

These restrictions or extensions apply to a third party only when the third party is aware 

of the restrictions or does not know that he is dealing with a partner of the firm. 

Partner’s Authority in an Emergency (Section 21) 

As per Section 21 of the Indian Partnership Act, 1932, if there is an emergency, then every 

partner has the authority to do all such acts that a person of ordinary prudence would do 

to protect the firm from a loss. Such acts bind the firm. 

 

 



 

 
Difference between partnership firm and company 

The differences between partnership firm and company has been detailed below: 

1. Meaning 

A partnership firm is a form of business organisation in which two or more entities 

come together to run a joint business with the intention of earning profits. 

A company is an incorporated entity that comprises of multiple members who have 

collectively contributed to its capital, formed with the intention of running a business. 

2. Members 

The members/owners of a partnership firm are termed as partners. 

The members/owners of a company are termed as shareholders 

3. Minimum and maximum number of owners/members 

A partnership firm requires a minimum of 2 partners, the maximum number of partners 

is determined by the jurisdictional law. 

A company requires a minimum of 2 shareholders. The maximum number of 

shareholders permitted is different for a private company (limited by jurisdictional law) 

and a public company (unlimited). 

4. Mode of creation 

A partnership firm comes into existence by entering into partnership agreement 

between the partners. 

A company comes into existence by incorporation under the jurisdictional companies 

act. The memorandum of association and articles of association become its charter 

documents. 

https://www.termscompared.com/private-company-vs-public-company/


5. Necessity of registration/incorporation 

It is not mandatory for a partnership firm to be registered. 

As a company is an incorporated entity, registration under the law is mandatory. 

6. Governed by 

Partnership firms are governed by partnership laws of the specific jurisdiction. For 

example in the USA, every state has its own state level partnership law, the Indian 

Partnership Act in India etc. 

Companies are governed by corporate laws of the specific jurisdiction. For example – 

Companies Act 2013 in India. 

7. Separate entity 

In the case of a partnership firm, whether it has a separate legal entity than that of its 

partners depends on the type of partnership. An unlimited partnership does not have a 

distinct and separate legal entity whereas a limited liability partnership has a distinct 

and separate legal entity. 

A company is an incorporated entity and thus has a distinct and separate legal entity 

from its shareholders. 

8. Liability 

In an unlimited partnership, the partners are personally liable for debts and obligations 

of the business. In limited liability partnership, the liability of partners is limited 

generally to their respective capital contribution. 

In a company, the liability of the shareholders is limited to their capital contribution. 

Shareholders are not personally liable for debts and obligations of the business. 

9. Statutory compliances 

Partnership firms generally have less statutory compliance that need to be followed. 



Multiple and more stringent statutory compliances such as reporting 

requirements, accounting and auditing standards, etc are applicable to companies. 

10. Management and decision making 

In a partnership firm, management and decision making is the prerogative of the 

partners itself. 

In a company, the management and to some extent decision making is delegated to a 

board of directors. Decisions are taken by board resolutions and in several cases 

by shareholder resolutions. 

11. Perpetual succession 

In case of a partnership firm, its continuity depends on the type of partnership and 

terms of the partnership deed. An unlimited partnership generally does not have 

perpetual succession. 

A company has perpetual succession in that its continuity is not impacted by change of 

its members. 

12. Preferred for 

Partnership firms are preferred by medium size (especially family run business) where 

the number of partners required are limited and where limited number of statutory 

compliances are preferred. 

Company form of business organisation is preferred by larger businesses that require a 

separate legal entity and that require extensive funding from multiple owners. 

Additionally several countries offer several tax and other benefits only to companies – 

businesses may prefer company form so as to take benefit of these sops. 

Partnership firm vs company – tabular comparison 

A comparison of partnership firm and company in tabular form is given below: 

PARTNERSHIP 

FIRM VS COMPANY 
 

Meanings 
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A for-profit business 

organization formed 

by two or more 

individuals or entities 

An incorporated 

business organization 

usually formed by 

multiple individuals 

or entities 

Members 

Known as partners Known as 

shareholders 

or stockholders 

Minimum and maximum number of 

owners/members 

Minimum members 

are two and 

maximum members 

are allowed by 

applicable 

jurisdictional laws 

Minimum 

stockholders are two 

and maximum 

stockholders for a 

private company are 

determined by 

jurisdictional laws. In 

most of the 

jurisdictions, there is 

no maximum limit of 

members for a public 

company 

Mode of creation 

Formed by signing an 

agreement mostly 

termed as 

partnership deed 

Created by 

incorporation 

according to 

companies act in 

specific jurisdiction 

https://www.termscompared.com/difference-between-profit-and-not-for-profit-organizations/
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Necessity of registration/incorporation 

Registration is not 

mandatory 

An incorporated body 

and registration is 

mandatory under law 

Governed by 

Governed by 

applicable 

partnership laws in 

specific jurisdiction 

Governed by 

companies law of 

specific jurisdiction 

Separate entity 

Unlimited partnership 

is not a separate legal 

entity whereas a 

limited partnership is 

a distinct and 

separate legal entity 

Considered a 

distinct/separate 

legal entity under law 

Liability 

Partners liabilities are 

unlimited in an 

unlimited partnership 

firm. However, if the 

partnership firm is 

limited, the partners’ 

liability would be 

limited to capital 

contribution. 

Shareholders’ liability 

is limited to their 

contributed capital 

Statutory compliances 



A few and less 

stringent statutory 

compliances are 

required 

Multiple and more 

stringent statutory 

compliances are 

required 

Management & decision making 

Management and 

decision making 

regarding firm’s 

business is done by 

partners themselves 

Management is 

delegated to 

directors. Decision 

making is done by 

board and 

stockholders’ 

resolutions 

Perpetual succession 

Continuity of 

partnership firm 

largely depends on 

partnership type and 

its deed 

Change of members 

has no impact on 

continuity of the 

entity 

Preferred for 

Suitable for small to 

medium size 

businesses, formed 

by group of persons 

and families who 

prefer very few to no 

statutory 

requirements and 

who have limited 

funds available with 

them 

Preferred for 

businesses at large 

scale for which a 

distinct legal entity is 

necessary and where 

huge funding from 

multiple entities are 

needed. 



Conclusion – Partnership firm vs company: 

Both partnership firm and company form of business organisation have certain benefits 

and drawbacks. As businesses grow, company form is preferred as it provides more 

opportunities for growth – through infusion of more equity from greater number of 

members, public participation in equity, participation in several scheme and sops 

reserved for companies etc. 

 

 

Registration of Partnership:- 

As per the Partnership Act 1932, it is not compulsory to register a partnership firm. 

The firm does not have a separate legal identity and registration will not alter this 

fact. However, registration is the definite proof of the existence of the firm and its 

legality. 

Non-registration of a firm has some real-life legal consequences for the partners and 

the firm itself. So it is always advisable to draw up a written partnership deed and 

register the firm with the Registrar of Firms. The consequences of not doing so are 

as follows, 

• The firm cannot file legal proceedings against any third party for any situation. 
For example, if the client has not paid his dues to the firm, the firm cannot sue 
him if it is unregistered. 

• An unregistered firm cannot fail a case against a partner for any reason (like 
mismanagement, theft etc) 

• A partner of an unregistered firm cannot file a suit against one of the other 
partners either. 

Procedure of Registration 

According to the India Partnership Act 1932, there is no time limit as such for the 

registration of a firm. The firm can be registered on the date when it is incorporated 

or any such date after so. The requisite fees and fines must be paid. The procedure 

for such a registration is as follows, 

1] Application to the Registrar of Firms in the prescribed form (Form A). 

Nowadays this facility is even available online. Such an application must contain 

certain basic details about the firm such as, 

https://www.termscompared.com/difference-between-debt-and-equity/


• Name of the Partnership Firm 

• Name and address of all partners 

• Place of business (address of main and branch offices) 

• Duration of the partnership 

• Date of joining of partners 

• Date of commencement of business 

2] The duly signed copy of the Partnership Deed (which contains all the terms and 

conditions) must be filled with the registrar 

3] Deposit/pay the necessary fees and stamp duties 

4] Once the registrar approves the application, the firm will be entered into the 

records. And the registrar will also issue a certificate of incorporation. 

And this is how the process of registration will be completed and the firm will attain 

legal recognition. 

DISSOLUTION OF PARTNERSHIP:- 

 

Dissolution of a Firm 

A firm may be dissolved in the following manner 

• Dissolution by Court 

• Dissolution by agreement 

• Dissolution by operation of law 

• Dissolution on the happening of certain contingencies 

• Dissolution by notice 
  
Dissolution by Court 

The court may dissolve a firm at the suit of any partners on any of the following grounds namely : 

• Insanity of a Partner: that a partner has become of unsound mind. The insanity of a partner 

does not ipso facto dissolve the firm and the next friend or continuing partners has to file suit 

foe dissolution. 

• Permanent Incapacity of a Partner: that a partner has become permanently incapable of 

performing his duties as partner. 

• Conduct Affecting Prejudicially The Business: that a partner is guilty of conduct, which is 

likely to affect prejudicially the carrying on the business of the firm. 



• Breach of Partnership Agreement: that a partner willfully or persistently commits breach of 

agreements relating to the management of the affairs of the firm or the conduct of it - s 

business or otherwise conducts himself in matters relating to the business, that it is not reasonably 

practical for the other partners to carry on the business with him. 

• Transfer of Interest of a Partner : that a partner has in any way transferred the whole of his 

interest in the firm to a third party. 

• Loss: that the business of the firm cannot be carried on save at a loss 

• Just And Equitable : on any other ground that renders it just an equitable that the firm 

should be dissolved. 
 

  
Dissolution by Agreement 

A firm may be dissolved with the consent of all the partners or in accordance with the contract 

between the partners. The partnership agreement may contain a proviso that the firm will be dissolved 

on the happening of certain contingency. 

 

  

Dissolution by Operation of Law 

A firm is compulsorily dissolved on the following grounds 

• Insolvency of partners 

• By the happening of any event which makes it 
 

 
Dissolution on The Happening of Certain Contingencies 

Subject to contract between the partners a firm is dissolved on the happening of the following 

contingencies. 

• If constituted for a fixed term, by the expiry of that term 
• If constituted to carry out one or more adventures or undertakings, by its completion. 
• By the death of a partner 
• On insolvency of a partner 

 

 
Dissolution by Notice 

• If the partnership is at will, the same may be dissolved by service of a notice by one partner to 

dissolve the firm. 

  

 


	:
	Five essential elements of partnership in business
	Nature of Partnership
	1)Two or More Persons
	2)Agreement
	3)Business
	4)Mutual Agency
	5)Sharing of Profit
	6)Liability of Partnership

	Partnership Deed
	Solved Examples
	Difference between partnership firm and company
	1. Meaning
	2. Members
	3. Minimum and maximum number of owners/members
	4. Mode of creation
	5. Necessity of registration/incorporation
	6. Governed by
	7. Separate entity
	8. Liability
	9. Statutory compliances
	10. Management and decision making
	11. Perpetual succession
	12. Preferred for

	Partnership firm vs company – tabular comparison
	Conclusion – Partnership firm vs company:

	Registration of Partnership:-
	Procedure of Registration



