


Foundation Classes by Sachin Sir

Chapter 2:

Forms of Business Organization
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In case of registration is
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compulsory.

(a) Sole Proprietorship

(b) Partnership

€] Company

(d) None of these




The Indian Partnership Act, 1932 defines

Partnership as:

e relation between persons who
have agreed to share the profits of the
buginess carried on by all or any one of
them acting for all.

b) The relation between persons who

have agreed to carry on business

activities together.

c) The relation between persons who
have agreed to share the profits
busipess carried on by all of them
together.

d) None of these
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In case of : & HAHS H,

registration is compulsory. gSATHIoT Af@arT gl
(a) Sole Proprietorship (a) T TAIACT

(b) Partnership (b) IEERY

(d) None of these (d) 39H & FE 78T



The form of business SYGHTT HISA T I8
organisation that has the ey S ey afts
largest sales volume is the .  [431 AT gl &, 3% @
(a) Partnership (a)|TAETY

(())'Lo( poration

(c) Cooperative

(d) Multinational _
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* Unlimited liability
 Limited resources
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- (Possibility of conflicts « FUY HY FHTGAT
?

« (Lack of continuity » feaTar & e
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« Lack of public confidence

(No financial reports)



Tvpes of Partners

(i) Active partner/afsha seligR:

* (day to day activity capital, management shares its profits/losses)

(ii) Sleeping or dormant partner Fed HIER:
\/V\—-—_

* Not taking part in the day to day activities
« Contributes capital to the firm, shares i .
. s ARt & smer o S
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(iii) Secret partner:/aT°d HTFAER:

— Unknown to the general public but acts as other partners
— ITH FAdT $ AT FATT Afehet 377 FFTTAFAFATE




iv) Nominal partner:

* One who allows the use of his name, but does not contribute to its
capital
* Not taking active part in managing the firm

* Does not share its profit or losses but is liable, like other partners,
to the third parties, for the repayments of the firm’s debts.
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(v) Partner by estoppel:

« A person is considered a partner by estoppel if, through his/her
own initiative, conduct or behaviour, he/she gives an impression

to others that he/ she is a partner of the firm. Such partners are
held liable for the debts of the firm also.
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(vi) Partner by holding out:

* A partner by ‘holding out’ is, who though is not a partner in a firm but
knowingly allows himself to be represented as a partner in a firm.

 Such a person becomes liable to outside creditors for repayment of
any debfs.

* In case he is not really a partner and should immediately issue a
denial.
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Qinor as a Partner: )

* Not competent for partner

- HEfER & fov ward &gl

* However, may be admitted basedon * grelish, ATTH! WEATT & ATUR
mutual consen Y Hdt AT o1 gFar §

* No active part

* He share only profit (not the
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Other Types of Partnerships:

Based on Duration:

‘Partnership at Will’ and ‘Particular
Partnership’./$T8AR AHGRI" 3T ‘favly AmgierY|

ased on Liability =
ith limited liability’ and the other one ‘with unlimited
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With limited liability m

M e —

The limited partners do not enjoy the right of management
Their acts do not bind the firm or the other partners.
Registration of such partnership is compulsory.
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Note:

 The permission to form partnership firms with limited

liability has been granted after introduction of New Small
Enterprise Policy in 1991.
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A partner whose association with the dg dBicR S8 sr o4 @

firm is unknown to the general public is
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(a) Active partner (a) TRFT WTEER

(b) Sleeping partner (b) ATSFT AEER

(c) Nominal partner (c) ATHATT HBER

\/O)'Séret partner \/ﬁﬁﬁ HHER



A partner who is not actually a% WEER Y aad A

el # anfA« A8 8, dAfha

involved in the partnership but

lends his name for public JA99F 3l & AT JH9aT
N e
relations purposes is a . ATH 2ar &, 98 gl
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(a) Silent partner (a) AF WHER

(b) General partner (b) §THTT
Q) e gt

(d) Dominant partner (d) 9HE WTHIR



