The Indian Partnership Act,1932

9 of 1932 AsSAMEMDED UP to DATE [8th April 1932]

An Act to define and amend the law relating to partner ship; itish
ereby enacted as follows:
CHAPTER |
1.  Short title extent and commencement-1.This Act may be called t
he Indian Partnership ; Act 1932

2. It extendsto the whole of India{except the State of Jammu
and Kashmir }

3. It shall comeinto force on the 1st day of October ,1932 exce
pt section 69, which shall comeinto
force on the 1st day of October 1933.

2. Definitions — In this Act unless there is anything repugnant in the
subject or context

1 “act of afirm“ means any act or omission by all the par
tners or by any partner or agent of the firm which givesrise
to aright enforceable by or against the firm ;
2 “ business” includes every trade occupation and profession ;
3 “prescribed “means prescribed by rules made under this Act;
4 “third party used in relation to afirm or to a partner therein me

ans any person who is not a partner in this

5 expressions used but not defined in this Act and defined in the
Indian Contract Act, 1872 (9 of 1872),
shall have the meanings assigned to them in that Act.

3. Application of provisions of Act 9 of 1872 - The unrepealed provis
ions of the Indian Contract Act,1872
save in so far asthey are inconsistent with the express provisions of this Act
, shall continueto



apply to firms.

CHAPTER I

The nature of Partnership

4, Definition of “partnership”, “partner”, “firm” and “firmn
e”-*Partnership” istherelation between person who ha
ve agreed to share the profit of abusiness carried on by all or any of them
acting for all .

Persons who have entered into partnership with one another are cal
led individually “partners’ and collectively “afirm” and the
name under which their businessis carried on is called the “firm name.

5. Partnership not created by status :- The relation of partnership arises
from contract and not from status;

And in particular, the members of a Hindu undivided family carry
ing on afamily business as such or Burmese Buddhist husband
and wife carrying on business as such are not partners in such business.

6. Mode of determining existence of partnership.-in determini
ng whether agroup of apersonsis or isnot afirm or whether ap
erson isor isnot apartner in afirm, regard shall be had to the real relation
between the parties, as shown by all relevant facts taken together.

Explanation 1. The sharing of profits or of gross returns arising from property
by persons holding ajoint or common interest in that
property does not of itself make such persons partners.

Explanation 2. The receipt by a person of a share of the profits of abusine
ss, or of apayment 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 bus
iness,

and in particular, the receipt of such share or payment —



a) by alender of money to persons engaged or about to engag
ein any business,

b) by aservant or agent asremuneration,
c¢) by thewidow or child of adeceased partner as annuity, or

d) by apreviousowner or part owner of the business as cons
ideration for the sale of the goodwill or share thereof, does n
ot itself make the receiver a partner with the persons carrying on the
business.

7. Partnership at will .- Where no provision is made by contract
between the partnersfor the duration

of their partnership, or for the determination of their partnership, the partner
ship is“partnership at will”.

8. Particular partnership.-A person may become a partner with anothe
r person in particular adventures or undertakings.
CHAPTER 11

Relation of Partners to one Another

9. General duties of partners.- Partners are bound to carry on th
e business of the firm to the greatest

common advantage, to 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 hislegal represe
ntative.

10. Duty to indemnify for loss caused by fraud..- Every p
artner shall indemnify the firm for any loss caused
to it by hisfraud in the conduct of the business of the firm..

11. Determination of rights and duties of p
artners by contract between the partners-(1) Subject to
the provisions of this Act, the mutual rights and duties of the partners of afi
rm may be determined by contract between the partn



ers, and such contract may be expressed or may be implied by a
course of dealing.

Such contract may be varied by consent of all the part
ners, and such consent may be expressed or may be
implied by a course of dealing.

Agreements in restraint of trade.-(2) Notwithstanding anything contained in
Section 27 of the Indian

Contract Act, 1872 (9 of 1872),such contracts may provide that a partner shal
| not carry on any

business other than that of the firm while he is a partner.

12. The conduct of the business - Subject to cantact betw
een the partners--

a) every partner has aright to take part in the conduct
of the business,

b) every partner is bound to attend diligently to his dutiesin the
conduct of the business.

C) any difference arising as to ordinary matters connected wit
h the business may be decided by a majority of the partners, and e
very partner shall have the right to express his opinion before the matter is
decided, but no change may be made in the nature of the business without the
consent of all the partners ;and

d) every partner has aright to have access to and to inspect and
copy any of the books of the firm 13. Mutual rights and liabiliti
es;-Subject to contract between the partners

a) partner is not entitled to receive remuneration for taking part in the cond
uct of the business;

b) the partners are entitled to share equally in the profits earned, and shall cont
ribute equally to the losses sustained by the firm.

c) where a partner is entitled to interest on the capital subscribed by him, such
interest shall be payable only out of profits;

d) a partner making, for the purpose of the business, any payment or advance



beyond theamount of  capital he has agreed to subscribe, isentiled to
interest thereon at the rate of six percent per annum;

e) thefirm shall indemnify a partner in respect of payments made
and liabilities incurred by him-

1) in the ordinary and proper conduct of the business, and

i) in doing such act, in an emergency, for the purpose of pr
otecting the firm from loss, as would be done

by a person of ordinary prudence, in his own case, under similar circumstanc
es, and

i) a partner shall indemnify the firm for any loss caused to it
by hiswillful neglect in the conduct of the
business of the firm.

14, The property of the firm. Subject to contract between the partn
ers, the property of the firm includes

al property and rights and interests in property originally brought into the st
ock of the firm, or acquired,

by purchase or otherwise, by or for the firm, or for the purpose and in the co
urse of the business of the

firm, and includes a so the goodwill of the business.

Unless the contrary intention appears, property
and rights and interest in property acquired with
money belonging to the firm are deemed to have been acquired for the firm.

15. Application of the property of the firm - Subject to contra

ct between the partners, the property of

the firm shall be held and used by the partners exclusively for the purpose of
the business.

16. Personal profits earned by partners.-Subject to contract between the
partners,-

a) if apartner derives any profit for himself from any transact
ion of the firm, or from the use of the property or business connection of
the firm or the firm — name, he shall account for the profit and pay
it to the firm,



b) if apartner carries on any business of the same nature as and
competing with that of the firm, he
shall account for any pay to the firm all profits made by him in that business

17.  Subject to contract between the partners:

a) Rights and duties of partners after ac
hange in the firm.-Where a change occurs in the
congtitution of afirm, the mutual rights and duties of the partnersin the recon
stituted firm remain the same as they wer
e immediately before the change, as far as may be;

b) After the expiry of the term of the firm.- where a firm constitu
ted for afixed term
continues to carry on business after the expiry of that term, the mutual right
sand duties
of the partners remain the same as they were before the expiry, so far asthe
y may be
consistent with the incidents of partnership at will; and

C) And where additional undertakings are carried out. — Where a
firm constituted to carry
out one or more adventures or undertakings carries out other adventures or u
ndertakings,
the mutual rights and duties of the partnersin respect of the other adventure
s or undertakings
are the same as those in respect of the original adventures or undertaking.

CHAPTER IV
Relations of Partnersto Third Parties
18. Partner to be agent of the firm-Subject to the provisio
n of this Act,a partner is the agent of the firmf

or the purpose of the buisness of the firm.

19. Implied authority of the partner as agent of the firm.



1) Subject to the provisions of Section 22, t
he act of a partner which is done to carry on, in the
usual way, business of the kind carried on by the firm, binds the firm.The autho
rity of a partner to bind the firm conferred by
this section is called his “implied authority”.

2) Intheabsence of any usage or custom of trade to the contrar

y, the implied authority of a partner does not empower him to-
a)  submit adispute relating to the business of the firm to arbit
ration,
b)  open abanking account on behalf of the firm in hisown na
me,

c) compromise or relinquish any claim or portion of aclamb
y the firm,

d)  withdraw asuit or proceeding filed on behalf of the firm,
e) admit any liability in asuit or proceeding against the firm,
f) acquire immovable property on behalf of thefirm,

g) transfer immovable property belonging to the firm, or

h)  enter into partnership on behalf of the firm.

20. Extension and restriction of partner’ s implied authority; -The
partnersin afirm may, by

contract between the partners, extend or restrict the implied authority of any
partner.

Not with standing any such restriction, any act done by a part
ner on behalf of the firm which falls
within hisimplied authority binds the firm, unless the person with whom hei
s dealing knows of the restriction or does not know or believe that partner
to be a partner.



21. Partner’ s authority in an emergency;- A partner has
authority in an emergency to do all such

acts for the purpose of protecting the firm from loss as would be done by ap
erson of ordinary

prudence, in his own case, acting under similar circumstances, and such acts
bind the firm.

22. Mode of doing act to bind firm. —In order to bind afirm, an a
ct or instrument done or

executed by apartner or other person on behalf of the firm shall be done or
executed

in the firm name, or in any other manner expressing or implying an intention
to bind the firm.



