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Introduction To Business Law

Business law is the body of law which governs business and commerce and is often considered to be a branch of 

civil law and deals both with issues of private law and public law. Commercial law regulates corporate  

contracts, hiring practices, and the manufacture and sale of consumer goods.

Definition Business Law

The business law can be defined as: 

 “Business law is the body of law that governs business and commercial transactions.”

 Business law lays down the rights, duties and obligations owed by parties to a contract. It will define the 

areas of law relevant to the world of business and the rights of people who engaged with in it.

 Law relating to business, commercial activity, trade or commerce.



The Indian Contract Act 1872

A contract is a legally enforceable agreement between two or more parties where each assumes a 
legal obligation that must be completed. Many aspects of daily life involve contracts, including 

buying property, applying for a car loan, signing employment-related paperwork, and agreeing to 
terms and conditions when buying products and services or using computer software.

Legal issues involving contracts arise most often when one party fails to perform the legal obligation 
it has agreed to do. When a party breaches a contract by failing to perform, the other party can 

often sue for money damages, or, in some limited cases, can ask the court to force the other party 
to perform as promised.

The Indian Contract Act 1872, section 2(e), defines an agreements as "every promise and every set 
of promises, forming the consideration for each other is an agreement." ... The assent of the other, 

results in the acceptance of the offer; thereby creating an agreement.

The Indian Contract Act, 1872 prescribes the law relating to contracts in India and is the key act 
regulating Indian contract law. The Act is based on the principles of English Common Law. It is 

applicable to all the states of India.



Definition

 Every agreement and promises enforceable by law is contract. Section 2(h) off 

the Indian contract act 1872 state that ‘an agreement enforceable  by law is 

contract.’

Agreement

 An agreement means a promise and a reciprocal set of promises forming 

consideration for each other. Sectionn 2 (e)  All contract are agreements but all 

agreements are not contracts.



All Contract are agreements but all 

agreements are not contract.

 All Contract are agreements but all agreements are not contract.

 Offer +accepetance=promise+consideration=agreement+enforceable by 

law =contract

 Section-10: consideration, lawful object, competent parties, offer 

&accepatance, free consent



Nature of Contract

 Essentials of Valid contract

 Acontract has ten important elements so that it will be valid which is offer, acceptance, 
consideration, intention to creat legal relation, certainty and capacity. If the main elements are not 
in contract , it would be an invalid contract.

 1. Proper offer and its acceptance.

 2. lawful object.

 3.Agreement not expressly declared void.

 4. Intention to create legal relationship.

 5. Free consent.

 6. Capacity of parties to contract.

 7.Certainty of meaning.

 8. Possibility off performance.

 9.Lawful consideration.

 10. Legal formalities.



Classification Of Contract

 According to Validity

 1. valid contract-a valid contract is a written or expressed agreement between two parties  
to provide  a product or service.

 2. void contract-

 3. voidable contract

 4. Illegal agreement

 Unenforceable contract

 According to formation

 Express contract

 Implied contract

 Quasi contract

 According to performance

 Unilateral and bilateral contract

 Executed contract

 Executory contract



Contract Agreements
An agreement is any understand or arrangement reached between two or more parties . A contract is

a specific type of agreement that, by its terms and elements, is legally binding and enforceable in a

court of law.

The Indian Contract Act 1872, section 2(e), defines an agreements as "every promise and

every set of promises, forming the consideration for each other is an agreement." ... The

assent of the other, results in the acceptance of the offer; thereby creating

an agreement.



Offer and Acceptance consideration
 An offer is an open call to anyone wishing to accept the promise of the offeror and generally, is 

used for products and services. Acceptance occurs when an offeree agrees to be mutually bound 

to the terms of the contract by giving consideration, or something of value like money, to seal 

the deal.

 Offer + Acceptance + Consideration = Contract | Farmer and ...

 A legally binding contract needs three main elements: an offer, consideration, and acceptance. 

While the terms "offer" and "acceptance" are fairly straightforward -- an offer is made, and 

either or accepted -- "consideration" refers to something of value that is being gained through 

the contract.

 There must be communication of acceptance from the offeree's side. You can withdraw 

an offer any time before it's accepted. Only the person to whom the offer is made can accept it. 

You are not bound by an acceptance made by someone else on behalf of the offeree without his 

authorization.

 Elements of consideration

First, there must be a bargain regarding terms of an exchange. 

 Second, there must be a mutual exchange. In other words, both parties must get something out 

of the contract. 

 Third, the exchange must be something of value.

https://farmerandrancher.org/2013/06/18/offer-acceptance-consideration-contract/#:~:text=An%20offer%20is%20an%20intention,makes%20a%20promise%20in%20return.


Types of Consideration

 Money.

 Services.

 Personal property.

 Real property.

 Promise to act.

 Promise to refrain from acting.



Valid Consideration

 What Constitutes Valid Consideration. Consideration is some

thing of value promised by one party to another while

entering into a contract. ... For a consideration to

be valid there must be a promise from both sides. This

means that there must be a promise by one party against the

promise of the other party.



Exceptions to the 'No Consideration No 

Contract' Rule

 Natural Love and Affection.

 Past Voluntary Services.

 Promise to pay a Time-Barred Debt.

 Creation of an Agency.

 Gifts.

 Bailment. 

 Charity.



Capacity of parties Free Consent

 For a valid contract, the parties to a contract must have capacity i.e.

competence to enter into a contract. Consent has been covered under

section 13 of Indian Contract Act, "two or more persons are said

to consent when they agree upon the same thing in the same sense."



Capacity of parties

 Capacity of parties refers to each party who is entering a contract

being required by law to have the mental and

intellectual capacity to understand the terms of the contract and

to make the decision to enter it.



Free Consent

 Free Consent. According to Section 13, " two or more persons are said to be 

in consent when they agree upon the same thing in the same sense 

(Consensus-ad-idem). According to Section 14, Consent is said to 

be free when it is not caused by coercion or undue influence or fraud or 

misrepresentation or mistake.



Free Consent

Free consent can’t be valid under following  criteria:

 Coercion.

 Undue Influence.

 Fraud.

 Misrepresentation.

 Mistake.



Free Consent

 According to Section 13, " two or more persons are said to be in consent when

they agree upon the same thing in the same sense (Consensus-ad-idem).

According to Section 14, Consent is said to be free when it is not caused by

coercion or undue influence or fraud or misrepresentation or mistake.

Important Note

 It is important that the consent given by the parties is free as this can affect

the validity of the contract. If the consent to the agreement was obtained or

induced by coercion, undue influence, fraud, misrepresentation or mistake, then

it has the potential to make the agreement void.



Legality of object & Consideration

 For a contract to be valid contract two things are absolutely essential- lawful object and

lawful consideration. So the Indian contract act gives us the parameters that make up

such lawful consideration and objects of a contract. Let us take a look at the legality of

object and consideration of a contract.

 Specifically forbidden by law

 Are fraudulent 

 Involve injury to any other person or property.



Agreement Declared Void

 An agreement not enforceable by law is said to be void.

 Following are the agreements which have be expressly declared as 
void under the act

 Agreement by a person not competent to contract (sec: 11)

 Agreement  made under Bilateral mistake as to material fact

 Agreement with unlawful object and consideration  sec -24

 Agreement without consideration . Sec-25

 Agreement to do impossible act

 Agreement in restraints of marriage. Sec- 26

 Agreement in restraints of trade. Sec 27

 Agreement in restraints of legal proceedings. sec.-28

 Where both the parties are under mistake as to matter of fact. Sec-22

 Agreement void for uncertainty. Sec-29



Performance of contract

 Meaning-When the parties of contract perform their respective obligation, the object is
fulfilled and the liabilities of the parties comes to the end it is called performance of a
contract.

 Contract may be performed in two ways—

 A- Actual Performance-Actual performance takes place when both the parties to a
contract perform the respective promises and nothing remains to be performed in future
by them.

 B-Tender of Performance –When a party offers performance or his obligation to the other
party it is called a tender of performance.

 When performance of a contract is not required—

 a- When performance becomes Impossible

 b- When a contract is rescinded

 c- When agreement becomes unlawful



Discharge of Contract

 Meaning-When the parties fulfil their respective obligations their liability under the 

contract, comes to end and the contract is said to be Discharged.

 Mode of Discharge of a contract—

 1.By performance

 2.Mutual agreement or consent

 3.By lapse of time

 4.By operation of law is Death, insolvency, Alteration etc.

 5.By Breach of Contract

 6.By Impossibility of performance.



Breach of Contract

 Meaning –If a party refuses to perform his respective obligations the Breach of 

contract takes place.

 An Injured or Aggrieved Party has one or more of the following Remedies.-

 1.Suit for Rescission of the Contract

 2.Suit for damages

 3.Suit for Quantum merit

 4.Suit for specific performance

 5.Suit for Injection



quasi contract

 A quasi contract is a retroactive arrangement between

two parties who have no previous obligations to one

another. ... A quasi contract is a court-imposed document

designed to prevent one party from unfairly benefiting at

another party's expense, even though no contract exists

between them.

 “Unjust enrichment of one person at the cost of

another”



Example

T, a tradesman, leaves goods at C’s house by mistake.

C treats the goods as his own. C is bound to pay for the goods.



Example

 A fruit parcel is delivered under a mistake to R who consumes the fruits thinking them as birthday 

present. 

 R must return the parcel or pay  for the fruits.  

 Although there is no agreement between and the true owner, yet he is bound to pay as the law 

regards it a Quasi-contract.

Quasi contracts are based on principles of equity, justice and good conscience. 

It does not arise from any agreement of the parties concerned,

But is imposed by the law.

“No man must grow rich out of another persons loss”



Contract of Indemnity

Meaning –A contract of Indemnity is a contract by which one party promises to save the 

other from loss caused to him by the conduct of the promisor himself or by the conduct 

of any other person (sec 124)

In a contract of Indemnity there are two parties the party who promises to save the other 

from loss is known as Indemnifier.

The party who is promised to be saved or protected against loss is known as Indemnity 

holder or Indemnified.

Eg-A and B go into a shop and A says to the shopkeeper “supply B with a TV set and I will 

see you are paid.



Contract of Guarantee
 Meaning-A contract of Guarantee is a contract in which a person promises to discharge the liability

of a third person in loss of a third person fails to discharge his own liability.

 Main features—

 1.Gurantee is given by the surety at the request of the principle debtor.

 2.The surety has secondary liability.

 3.All the material facts must be disclosed to surety before he enters into a contract.

 4. The contract of Guarantee may be either oral or writing.

 5.The liability of the surety is co-extensive with that of the principle debtor.

 6.Death of surety operates as revocation of a continuing guarantee as regard to future transaction
but remain liable for the transaction already taken place.

 7.Any variance made without the surety consent, discharge the surety as to transaction subsequent
to the variance.

 8.Any guarantee which has been obtained by misrepresentation is invalid.

 9.Any guarantee which the creditor has obtained by means of keeping silence, is invalid.

 10.Upon payment of debt, the surety becomes entitle to all the rights which the creditors could
have enforced against the principle debtor.



Difference between Indemnity and 

Guarantee

Meaning

 Indemnity-It is a contract where one party promises to compensate another party for the 

losses.

 Guarantee-One party promises to Discharge the liability of a thired person in case of his 

default

Parties

 Indemnity-Two parties- Indemnifier-who promises to save another party.

Indemnified-who is saved from loss.

 Guarantee-Three parties- creditor, Principal Debtor, Surety



Difference between Indemnity and 

Guarantee

Nature of Liability

 Indemnity-The liability of indemnifier is primary.

 Guaratee-The Liabiltiy of surety is Secondary as primary liability is that of the 
principal debtor.

Time of Liabilty

 Indemnity-Liability of an indemnifier arises only on the happening off a 
contingency or loss. 

 Guarantee-liability of the surety is already in existence but 

 default of principal debtor Competent to contract

 Indemnity-All parties must be competent to contract.

 Guarantee-Where a minor is a principal debtor, the contract is still valid.



Difference between Indemnity and 

Guarantee

Number of contracts

 Indemnity- Only one original and independent contract between indemnifier 

and indemnified.

 Guarantee-There are 3 contracts made between 

 a-Creditor and principal debtor

 b-Creditor and surety

 c-Surety and principal debtor

Purpose

 Indemnity-Reimmbursement of loss

 Guarantee-For the security of the creditor.



Contract of Bailment

 Meaning-A bailment is the delivery of goods by one person to another for a 
definite purpose and upon the agreement that they shall be returned or 
disposed according to the direction of the delivered when the purpose is 
accomplished.

 --The person delivering the goods is called the Bailor and the person to whom 
they are delivered is called Bailee.

 Key features of Bailment

 1.Movable property is essential for Bailment.

 2.Delivery of goods is only for temporary purpose.

 3.If the bailment contract is damaged or destroyed due to accidental events,  
is such cases there is no obligation of Bailee.

 4.Finder of the lost goods has the same responsibility as the  Bailee.



Contract of Bailment

 Two types of Bailment—a.Gratuitous Bailment, b-Non Gratuitous Bailment

 Duties of a Bailor—

 1.Deliverr the goods to Bailee

 2.To disclose faults in the goods.

 3.To pay remuneration or charges to Bailee

 4.To receive back the goods or to give direction for its disposal.

Duties of a Bailee—

a.To take care of the goods bailed

b-To indemnity in lose of negligence 

C-not to do any act inconsistent with the conditions

d-Not to mix the goods with his own goods

e-To return the goods

f-To pay compensation in case of failure in returning goods.



Contract of Pledge

 Meaning-:Pledge is a bailment of goods as security for payment of a debt or 
performance of a promise.

 Pownor-Pownor is person who pledges goods as security.

 Pawnee-Pawnee is the person who receives the goods as security for payment of a 
debt or performance of a promise.

 Rights of the Pawnor (Pledger)

 1.To get back the goods

 2.To redeem the goods

 3.To take care and reserve the goods

 4.To receive profit from the goods 

 5.To exercise rights of a debtor



Contract of Pledge

 Duties of the Pownor-

 1.To disclose the defects in the goods pledged.

 2.To perform the promise at the time specified

 3.To pay extraordinary expenses.

 4.To pay additional expenses.

 Duties of a Pawnee (Pledgee)

 1.To take care of the goods pledged

 2.Not to use the goods pledged.

 3.Not to Mix the goods with his own goods

 4.To return the goods after payment of debt

 5.To return the profit from the goods pledge

 6.To give notice before sale of the goods.



Difference between Bailment and Pledge

Purpose

 Bailment-Any purpose use repair etc

 Pledge-Security for payment of a debt

Right to use

 Bailment-Yes, if agreed

 Pledge-No

Right to sell

 Bailment-Bailee cannot sell the goods

 Pledge- Pledgee has the right if pledger defaults

Consideration

 Bailment-may not be present

 Pledge-Always present

Parties

 Bailment-Bailor and Bailee

 Pledge-Pledger and Pledgee



Contract of Agency

 Meaning-An Agency is the relation between as Agent and his principal crated by an 

express or implied Agreement whereby as Agent is authorized by his principal to 

represent him and establish contractual relation with third parties.

 Who can appoint an Agent-

 a-Major Persons

 b-Persons of sound mind

 c-Person who is competent to act for himself

 d-Appointed by any corporation or company

 e-Natural guardian or any guardian appointed by court

 f-Who can become an Agent-Any person whether or not, he is competent to enter 

into contract may be appointed as an Agent



Contract of Agency

 Creation of Agency—

 1-Agency by express agreement or authority

 2-Agency by Implied agreement or authority 

 a-Agency by Estoppel

 b-Agency by Holding out

 C-Agency by necessity

 3-Agency by Ratification

 4-Agency by operation of low



Sales of Goods Act, 1930

 Introduction

 This act came into force on the Ist July, 1930 except the state of J&K. The contract 
of sale” include both a sale as well as an agreement to sale. This act does not deal 
with the sale of immovable  property. The transaction relating to immovable 

properties are governed by a separate act known as “ Transfer and property 
Act 1882.

 An act to define and amend the law relating to the sale of goods

 Definition-A contract of sale is a legal contract an exchange of goods, services or
property to be exchanged from seller to buyer for an agreed upon value in money paid or
the promise to pay same. It is a specific type of legal contract.

 Sale and Agreement of sale-

A contract is a formal or verbal agreement that is enforceable by law. Every contract
must have an agreement but every agreement is not a contract. The sale of goods act, 1930
States that-A contract of sale of goods is a contract whereby the seller either transfers or
agrees to transfer the property in goods to the buyer for a decided price.



Sales of Goods Act, 1930

 Sale (section 4(3)]- Where under a contract of sale the property in the goods 

is transferred  from the seller to the buyer.

 Goods {Section 2(7)} means every kind of  movable property other than 

actionable claim (any debt), immovable property (Building) and money but 

includes stock and shares, growing crops, grass and things attached or forming 

part of land.

 Buyer {section 2(1)} means a person who buys or agrees to buy goods.

 Types of goods {section6} /Classification of goods

 Existing goods-specific goods, Ascertained goods, unascertained goods.

 Future goods

 Contingent goods



Sales of Goods Act, 1930

 Future goods  2 (6)-Goods to be manufactured or produced or acquired by the 

seller.

 Specific goods-Which are identified at the time of contract.

 Existing goods-The goods which physically exists and which are owned and 

possessed by the seller at the time of making contract of sale known as existing 

goods.

 Ascertained goods-The goods which are ascertained subsequent to the formation 

of a contract of sell in known as ascertained goods.

 Unascertained goods-The goods which are not identified agreed upon the tie of 

the contract of sale.

 Delivery  2(2)- Means voluntary transfer of possession from one person to 

another.



Sales of Goods Act, 1930

 In a “contract of sale,” sale means transfer of ownership of goods  but “ 

agreement to sale”  is an executory contract.

 “ Document of tittle of goods” is defined in the sale of goods act 1930  under 

section 2(4) 

 Example-Railway receipt, warehouse keeper’s certificate, Dalil, Bill of 

landing, Invoice etc.



Sales of Goods Act, 1930

Formation of Contract of sale

-A contract of sale of goods is a contract whereby the seller transfers or agrees to 

transfer the property in goods to the buyer for a price.

Goods- “Every kind of movable property other than actionable claims and money 

and includes stock and shares, growing crops, grass, things attached to or forming 

part of the land which are agreed to be severed before sale or under the contract of 

sale.”

Contract of sale-1-Executed contract-Transferred the goods, Paid price

2-Executory contract-Agreed to Transfer the goods, 

Agreed to pay the price



Sales of Goods Act, 1930

Formation of Contract of sale

Essential Elements of Contract of Sale

 1.There must be at least two parties, the seller and the buyer.

 2.The subject matter of the contract must be goods covering only Moveable 

property.

 3.A price in money should be paid or promised by the buyer.

 4.Transfer of goods from the seller to buyer Must take place.

 5.A contract of sale must be absolute or conditional.

 6.All the essential elements of a valid contract must be present in the 

contract of sale.



Sales of Goods Act, 1930

Price-The price in a contract of sale may be fixed by the contract or may be left 

to be fixed in manner thereby agreed or may be determined by the course of 

dealing between the parties.

Where the price is not determined in accordance with the foregoing provisions the 

buyer shall pay the seller a reasonable price. What is a reasonable price is a 

question of fact dependent on the circumstances of each particular case. 



Sales of Goods Act, 1930 

 Conditions and warranties- Stipulation in contract of sale  12 (1): with reference 

to goods may be a condition or a warranty.

 Condition 12 (2): A condition is a stipulation essential to the main purpose of the 

contract the breach of which gives rise to a right to treat the contract as 

repudiated . It may be express or implied.

 A breach of warranty can not be termed as a breach  of condition.



Sales of Goods Act, 1930 

 Conditions and warranties-

 Warranty section  12 (3):  A stipulation collateral to the main purpose of the 

contract , the breach of which gives rise to a claim for damages but not to a 

right to reject the goods and treat the contract as repudiated.

 Caveat Emptor- is a latin word means “let the buyer be aware. It is the 

fundamental principle that that seller is under no duty to reveal all things 

about the goods to the buyer . It is the buyer who should keep his eyes open 

his mind active and should be cautious about the goods.

 The doctrine of caveat emptor does not apply when the goods  are bought by 

sample, as well as description or under its trade name.



Sales of Goods Act, 1930

 Transfer of ownership-

 Transfer of ownership is important because risk passes with ownership, seller 

has right for the price.

 Passing of property in the goods means transfer of ownership of the goods. 

 “Nemo dat quod non habet” is a latin language, means “ none can give what 

he does not himself posses.

 The buyer has the right to examine the goods before purchase & to 

intimate defects in the goods to the seller.



Sales of Goods Act, 1930

 Performance of the contract of Sale-The performance of a contract of sale 

implies delivery of goods by the seller and acceptance of the delivery of goods 

and payment for them by the buyer, in accordance with the contract.

 Important aspects-Delivery of goods.

 Acceptance of the delivery

 Payment

 Delivery-Delivery of goods means voluntary transfer of possession of goods from 

one person to another. If transfer of possession is not voluntary, i.e., possession 

is obtained under pistol point or by theft, there is no delivery.



Sales of Goods Act, 1930

 Unpaid seller- section-45-unpaid seller  section  45:- When the whole of the 

price has not been paid and when the bill of exchange or other negotiable 

instrument received as condition payment has been dishonnoured. 

 Right of an unpaid seller-

 Stoppage in transit

 Re-sale of goods

 Retaining the goods.

 Right of lien means to retain his possession.



Sales of Goods Act, 1930

 Unpaid seller-

 Sale by auction-An auction sale means communication regarding goods in 

course of negotiation. Any bidder may retract his bid before. In an 

auction sannouncement is made of completion of the auctionale a seller 

may reserve his right to bid expressly. A bidder at an auction sale can 

withdrawn his bid before fall off hammer. In an auction sale, when the 

seller appoints any bidder , the auction is void.



Sales of Goods Act, 1930

 Hire purchase and Installment Payment-

 Hire Purchase-A hire-purchase transaction is one when the seller of certain

goods deliver to a person (Hire buyer) with a condition that the person will

repay the price of the goods by specified periodical installments and acquire

the goods immediately but the tittle of the same is transferred only when the

last installment inn paid.

 Instalment payment systems:-Instalment payment system is a system when

the seller transfers the tittle of the goods to the purchase immediately after

the transition take place at though the last instalment is not paid.



Sales of Goods Act, 1930

 Difference between Hire purchase & installment payment system

 Hire purchase-The hire purchase transaction is controlled by the H.P.Act
1972.

 Installment payment-There is no such  act to control this transaction.

 Hire purchase-Only the goods  are transferred from seller to the buyer and 
not the tittle.

 Installment payment-Both goods and their title are transferred from the 
seller.

 Hire purchase-If default is made by the Hire purchaser, the seller has got the 
right to re-posses the goods

 Installment payment-The seller has got no such to re-posses the goods sat 
can file a suit for damages.



Negotiable Instrument Act 1881

 Meaning of negotiable instrument-

 The word negotiable means transferable by delivery and word instrument means a written

document by which a right is created in favour of some person. Thus, the term

“negotiable instrument means a written document transferable by delivery.”

 It extends to the whole of India.

 According to section 13 (1) of the Negotiable instruments Act, “A negotiable instrument

means a promissory note, bill of exchange, or cheque payable either to order or to

bearer”. “ A negotiable instrument may be made payable to two or more payees jointly,

or it may be made payable in the alternative to one of two, or one or some of several

payees:”



Negotiable Instrument Act 1881

 Sec-13-Negotiable Instruent-

 A “negotiable instrument” means:

 1. a promissory note,

 2.bill of exchange

 3.cheque payable either to order or to bearer.

 Sec-14 –Negotiation-

 When a promissory note, bill of exchange or cheque is transferred to any person, so as to

constitute that person the holder thereof, the instrument is said to be negotiated.



Negotiable Instrument Act 1881

 Features of Negotiable Instrument-

 A negotiable instrument is freely transferable.
It is always a written document.

 Negotiability confers absolute and good title on the transferee. It means that a 
person who receives a negotiable instrument has a clear and undisputable title to the 
instrument.

 Must be an unconditional order or promise for payment.

 The instrument must involve payment of a certain sum of money only and nothing 
else. 

 The time of payment must be certain.

 It is payable to bearer than it is transferred just by delivery. ...

 The person who holds the negotiable document can sue based on this document.

 There is no consideration mentioned in the instrument.

 A negotiable instrument must bear the signature of its maker. Without the signature 
of the drawer or the maker, the instrument shall not be a valid one.



Negotiable Instrument Act 1881

 Type of Negotiable Instrument-

 The negotiable instruments act states that a negotiable instrument is a promissory 

note, bill of exchange or cheque payable either to order or to bearer. Negotiable 

Instruments recognized by statute are; 

 i-Promissory note

 ii- Bills of exchange

 Iii-Cheques



Negotiable Instrument Act 1881

 Sec-4-Promissory Note-

 A ”Promissory note is an instrument in writing (not being a bank-note or a

currency note) containing an unconditional undertaking , signed by the maker,

to pay a certain sum of money only to, or to the order of, a certain person, or to

the bearer of the instrument.

 For example, A purchases from B INR 10,000 worth of goods. In case A is not able to

pay for the purchases in cash, or doesn’t want to do so, he could give B a promissory

note. It is A’s promise to pay B either on a specified date or on demand. In another

possibility, A might have a promissory note which is issued by C. He could endorse this

note and give it to B and clear of his dues this way.

 However, the seller isn’t bound to accept the promissory note. The reputation of a

buyer is of great importance to a seller in deciding whether to accept the promissory

note or not



Negotiable Instrument Act 1881

 Features of Promissory Note

 What is a promissory note? How is it different from other negotiable instruments? To get the 
answers, let us go through the following features of a promissory note:

 Debt Negotiable Instrument: A promissory note is a debt instrument made at the time of 
providing loan other than bank loans.

 Written Promise: The promise made by the drawer to pay off the sum is in a written format.

 Duly Signed by Drawer or Promisor: This note holds the signature of the drawer abiding by all 
its clauses.

 Fixed Date of Payment: The promissory note states a particular date of repayment on which 
the promise has to be fulfilled.

 Parties Remain Same Throughout: The parties to a promissory note unlike a bill of exchange 
does not change throughout the execution of it.

 Fixed Sum or Amount: The amount is mentioned in the monetary denomination on a 
promissory note.

 Legal Currency: The exchange of money while execution of a promissory note is done in legal 
currency.



Negotiable Instrument Act 1881



Negotiable Instrument Act 1881

 Sec-5-Bills of exchange-

 A bill of exchange is a negotiable instrument in a written format which orders the drawee or 
the debtor to pay a certain sum within the given period to the drawer or the creditor or the 
payee.

 A bill of exchange is a unique instrument used for non-cash transactions. The 
following characteristics differentiate it from other negotiable instruments:

 A “bill  of exchange” is an instrument inn writing containing an  unconditional order, signed 
by the maker, directing a certain person to pay a certain sum of money only to, or to the 
order off, a ertain person or to the bearer of the instrument.

 Features of Bill of Exchange-

 Negotiable Instrument: A bill of exchange is a negotiable instrument which holds legal obligation on the 
drawee to pay the specified amount.

 Written Order: It is a written order drafted by the drawer on the drawee.

 Stamped by Drawer: It holds a legal stamp to ensure its validity.

 Duly Signed by Drawee: A bill of exchange is duly accepted and signed by the drawee who owes the sum to the 
payee.

 Date of Payment: The date of payment is mentioned on the bill of exchange.

 Unconditional Order: The bill is an order which needs to be fulfilled irrespective of the condition prevailing on 
the date of payment.
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Sec-6-Cheque-

 A “ cheque is a bill of exchange and always payable  on demand.

 A “ cheque is an unconditional order on the specified Banker to pay on demand.

 Parties who are involved in cheque are 3 ie. Drawer; Drawee & payee (Amt. to be payable)

 For dishonor of cheque for insufficient fund punishment is upto 2 year under section-138 of 
N.I.Act 1881.

 A “ cheque in the electronic form and explanation 1 (a) section 6

 A “ cheque” is a bill of exchange drawn on a specified banker and not expressed to be payable
otherwise than on demand and it includes the electronic image of a truncated cheque and a
cheque in the electronic form.

 Sec-6(a)-Cheque in the electronic form-

 A cheque in the electronic form means a cheque drawn inn electronic form by using any
computer resource and signed in a secure system with digital signature.

 Sec-6(b)-Truncated cheque-

 “A truncated cheque- means a cheque which is truncated during the course of a clearing
cycle, either by the clearing house or by the bank whether paying or receiving payment,
immediately on generation of an electronic image for transmission, substituting the further
physical movement of the cheque in writing.
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Section-7-Drawer, Drawee & Payee

Maker of bill of exchange/cheque is called drawer and person thereby

directed to pay is called drawee. The person named in the instrument to

whom or to whose order the money is directed to pay is called the payee.
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 Types of cheque-

 Crossed cheque-Payment can be obtained only through the particular Banker.

 Blank cheque –singed by the payer but with no specific amount indicated.

 Forged cheque-Not issued by actual account holder.

 Open cheque-Payable across the counter of a Bank.

 Micr cheque- First six number indicate the cheque number.
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 A Banker may refuse payment of cheques under the following 

circumstances.

 i-In case of post dated.

 Ii-In case of out dated.

 Iii-In case of mutilated cheque.

 Iv-In case of cheque not duly presented.

 V- In case of insufficient fund.

 Vi-When the drawer gives stop payment advice

 Viii- In case of insolvency of customer.

 Ix-In case of ambiguous cheque.
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 Sec-8-Holder-

 The “holder” of a promissory note, bill of exchange or cheque means any 

person entitled in his own name to the possession thereof and to receive or 

recover the amount due thereon from the parties thereto.
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 Sec-9-Holder in due course-

 Holder in due course” means any person who for consideration became the 

possessor of a promissory note, bill of exchange or cheque if payable to 

bearer, or the payee.
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 Sec-10- Payment in due course-

 “Payment in due course” means payment in accordance with the apparent

tenor of the instrument in good faith and without negligence to any person in

possession thereof under circumstances which do not afford a reasonable

ground for believing that he is not entitled to receive payment of the amount

therein mentioned.
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 Sec-18-Where amount is stated differently in 

figures and words-

 If the amount undertaken or ordered to be paid is stated differently in figures

and in words,, the amount stated in words shall be the amount undertaken or

ordered to be paid.
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 Sec-19-Instruments payable on demand-

 A promissory note or bill of exchange, in which no time for payment is

specified, and a cheque, are payable on demand.
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 Sec-15-Indorsement-

 When the maker or holder of a negotiable instrument signs the same,

otherwise than as such maker, for the purpose of negotiation, on the back or

face thereof or on a slip of paper annexed thereto, or so signs for the same

purpose a stamped paper intended to be completed as a negotiable

instrument, he is said to indorse the same, and is called the “indorser”
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 Sec-16-Indorsement “in blank” and  “ in full”

 Blank endorsements-If the endorser signs his name only, the endorsement 

is said to be in blank and it becomes payable to bearer.

 Blank endorsement can be converted to full endorsement by writing name 

of endorsee. This can be done by holder without his  signatures by writing 

name above the endorser’s signatures.
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 Special or Full endorsement-

 If the endorser also directs to pay to a certain person or to his order, 

endorsement is said to be “in full’ or special endorsement

 Eg.” Pay to Mr. Kuber or order.”



Negotiable Instrument Act 1881

 Conditional endorsement
 The endorser puts some condition along with endorsement.

 Say, pay to Miss Zira or order on her attaining the age of 21 years.

 Restrictive endorsement-
 When the endorser restricts further negotiation of instrument.

 Example if it is written that “pay to Mr. Kuber only.

 Partial endorsement-
 In case, part payment of bill has been made and a note to that effect has been 

given in the instrument, it can be endorsed  only for the balance unpaid amount.

 Otherwise, a NI can be endorsed for full amount and not for partial amount.



Negotiable Instrument Act 1881

 Dishonour of Cheque- On presentation, when cheque is not paid 

by bank. It is called dishonor. 

 If dishonor is due to insufficiency of funds, the payee can recover the amount 

from drawer, by filing suit. 

 Banks attach a letter to the cheque, while dishonouring the cheque and state 

reasons for dishonuor. 

 Based on this letter, suit is filed by payee, as per procedure given in 

Negotiable Instrument Act.



Negotiable Instrument Act 1881

 Discharge of the Instrument-

 By payment in due course: u/s 10 and 82 (c)

 Usual mode of discharge.

 Payment of amount due on the instrument to the holder would result inn the discharge of 
parties to the instrument 

 Paymment should be made by the party primarily liable for example the maker/acceptor/ 
drawee of cheque

 Should be made at or after the maturity because if the payment is made from the maturity it 
will not discharge the instrument.

 Must be made in good faith

 Must be made to the person in possession  of the instrument.

 Made in money only

 Made by or on the behalf of the acceptor
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 Discharge of the Instrument-

 By debtor as Holder (sec-90)

 If a bill of exchange has been negotiated and after maturity held by the acceptor in his own right, all 
rights of actions came to end.

 By cancellation –sec-82(a)- When the holder cancels the instrument with an intention to release the 
party primarily liable thereon from the liability and innsturment is released.

 Accidental cancellation will not release.

 The cancellation should distinctively appear on the the instrument and better to make cancellation 
by drawing line over it. He may cancel the instrument by scoring it or tearing off.

 By Payment-sec-82 (c)

 Payment to person in possession of the bearer instrument discharges the party and payment must be 
to the hooldr or agent and it must be whole of the amount.

 Discharge by delay in presentment of cheque

 CHEQUE PAYABLE TO ORDER; A BANKER WHO PAYS IN DUE COURSE A CHEQUE DRAWN UPON IS 
DISCHARGED FROM LIABILITY THROUGH THE ENDORSEMENT OF THE PAYEE MAY BE FORGED.



The Consumer Protection Act 1986

 Difinition- Consumer Protection Act-1986 came into force in 15 Aprill 1987 and applies to whole of

India except the state of J & K. The laws relating to the protection of the interest of consumers are
contained in the consumer protection act. 1986 . It provides for a 3 tier mechanism.

 According to preamble-The consumer protection act, 1986 to provide for better protection of the
interest of consumers and for that purpose to make provision for the establishment of consumer councils
and other authorities for the settlement of consumers disputes and for matters connected there with.”

 CONSUMER PROTECTION (AMENDMENT) ACT, 2002.

 Goods- sec-2 (1) (i)-Goods means goods as defined in the sale of Goods Act, 1930. As per section 2(7) of
the sale of goods act 1930 , goods means every kind of movable property other than aactionable claim
and money and includes stock and shores growing crops, grass and things attached to or forming part of
the land which are agreed to be servived before sale or under the contract of sale.

 Consumer-sec-2 (1) (d)-consumer means the following persons:-

 In case of goods-Any person who buys any goods for a consideration which has been paid or promised. It
does not include a person who obtains such goods for resale or for any commercial purpose.

 In case of service-Any person who hires of any service for a consideration which has been paid or
promised.
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 WHAT IS CONSUMER PROTECTION?

 Protecting-Consumers from unfair trade practices, adopted by the producers 

and seller of goods and services.

 IMPORTANCE OF CONSUMER PROTECTION (BUSINESS POINT OF VIEW)

 Moral justification

 Long term business interest 

 Government intervention

 Business uses resources of society

 Social Responsibility
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 IMPORTANCE OF CONSUMER PROTECTION ( POINT OF VIEW OF CONSUMER)

 Unorganized consumers

 Consumers’ Ignorance:

 Widespread Exploitation of consumers

 WHO IS CONSUMER?

 Any person who avails any services for a consideration.
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 Features-It covers all sectors-private, public or co-operative. It provides for

establishment of consumer protection councils at the central, state and district levels

to promote and protect the rights of consumers and a three tier quasi-judicial

machinery to deal with consumer’s grievances and disputes.

 Key features of the consumer protection Act, 2019

 Establishment of the central consumer protection authority.

 The act has the provision of the establishment of the CCPA which will protect,

promote and enforce the rights of consumers. The CCPA will regulate cases related to

ufair trade practices, isleading advertisements, and violation of consumer rights.

 The CCPA will have the right to impose penalty on the violators and passing orders to

recall goods or withdraw services, discontinuation of the unfair trade practices and

reimbursement of the price paid by the consumers.

 The central consumer protection authority will have an investigation wing to enquire

and investigate such violations. The CCPA will be headed by the Director-General.
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 The Consumer Protection (Amendment) Act, 2019-

 The Digital age has ushered in a new era of commerce and digital branding, as

well as a new set off customer expectations. Digitization has provided easy

access, a large variety of choice, convenient payment mechanisms, improved

services and shopping as per convenience. However, along the growth path it also

brought in challenges related to consumer protection.

 Keeping this in mind and to address the new set of challenges faced by consumers

in the digital age, the Indian parliament, on 6 August 2019, passed the landmark

consumer protection bill, 2019 which aims to provide the timely and effective

administration and settlement of consumer disputes.

The consumer protection Act, 2019 (New Act) received the assent of the

President of India and was published in the official gazette on 9 August 2019. The

New Act will come into force on such date as the Central Government may so

notify. The New Act seeks to replace the more than 3 decades old consumer

protection act, 1986 (Act)
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 The Consumer Protection Act, 2019-

 The key Highlights of the New Act:

 The new act has widened the definition of consumer. The definition now includes

any person who buys any goods, whether through offline or online transactions,

electronic means teleshopping direct selling or multi-level marketing. The earlier

act did not specifically include e-commerce transations, and this lacuna has been

addressed by the New Act.
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 Caveat Emptor-Let the Buyer Beware

 Caveat Venditor-Let the seller Beware
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 TYPES OF CONSUMER RIGHTS

 To have information about the quantity, quality, purity, potency, price, and standard of goods 

or services.

 To be protected from hazardous goods and services.

 To be protected from unfair or restrictive trade practices.

 To have a variety of goods or services at competitive prices.
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 DUTIES OF CONSUMER

 Customer Must Beware And Aware.

 Must File A Complaint

 Consumer Must Exercise His Rights

 Must Take Bills, Memo, Invoice Properly.

 Must Be Educated

 Use His Legal Rights.
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 Who can file complaint?

 Any Consumer

 Any Registered Consumer Association.

 The Central or State Government.

 One or more consumers on behalf of Numerous consumers Having same interest.

 A legal Heir or Representative of A Deceased consumer.
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 Against Whom Complaint can be filed?

 The Seller 

 Manufacturer

 Dealer

 Service Provider

 What are defective goods?

 Any fault, Imperfection or shortcoming in the quality, quantity or purity of goods.
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 Remedies to consumer?

 Remove the misleading  advertisement.

 To pay compensation.

 To remove the defect

 To replace

 To withdraw the hazardous goods from sale.

 To refund

 To discontinue the unfair trade practice.

 Damages.
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 Consumer disputes adjudicatory bodies and redressal agencies

 Organisational set-up

 Advisory Bodies                                                                                  Adjudicative Bodies         

 (Consumer Protection council)                                            (consumer disputes redressal agencies)

 i-Central consumer council                                                     i-District Forum

 Ii-State consumer protection council                                      ii-State commission

 Iii-District consumer protection council                                  iii-National commission
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District Forum-

 Claim below 20 lacs

 President-District Judge

 Age not less than 35 years maximum 65 years

 Member: 2 (excluding president)one of whom, woman

 Refer a copy within 21 days to the opposite party.

 State commission-

 Above 20 lacs but below 1 crore

 President-Judge of High court

 Age: not less than 35 years maximum 67 years 

 Appeal within 30 days from Districts forum

 National commission-above 1 crore

 President-Judge of Supreme Court

 Age: not less than 35 years

 Member:President +4 (one women)

 Appeal state to national commission within 30 days.

 Note-New Consumer protection act 2019-District up to 1crore, state 1cr to 10 cr, National: 
above 10 cr.
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 District Consumer Protection Council-

 Chairman-Collector of the District

 7th number of member prescribed by the state Govt.

 At least 2 meeting

 State consumer protection council-

 Chairman-7th minister in charge of consumer affaire in the state Govt.

 Section-7

 At least two meeting convey in every year.

 members: not excluding 10 nominated by central Govt.

 Central consumer Protection Council

 Chairman: 7th minister in charge of consumer affairs in the central Govt.

 Section-4

 At least one (1) meeting convey in every year.

 Term of the member is 3 years.



The Indian Partnership Act 1932

 The Indian Partnership act 1932 came into force on 1st oct, 1932 extends to whole of

India except the state J & K Minimum number of Partners to carry on partnership

business is 2 and maximum 20 (in case of non banking) and to (in case of banking

partnership & firm name has been defined in section 4.

 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. As we go through the Act we will come across five

essential elements that every partnership must contain. Let us have a look at Indian

Partnership Act in detail.
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 Section-2- DEFINITIONS. In the Act, unless there is anything repugnant in the

subject or context, (a) an "act of a firm" means any act or omission by all the

partners, or by any partner or agent of the firm which gives rise to a right

enforceable by or against the firm; (b) "business" includes every trade, occupation

and profession; (c) "prescribed" means prescribed by rules made under this Act; (c-

1) "Registrar" means the Registrar of Firms appointed under sub-section (1) of

section 57 and includes the Deputy Registrar of Firms and Assistant Registrar of

Firms appointed under sub-section (2) of that section; (d) "third party" used in

relation to a firm or to a partner therein means any person who is not a partner in

the firm; and (e) expressions used but not defined in this Act and defined in the

Indian Contract Act, 1872, shall have the meanings assigned to them in that Act.
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 Definition and main provision-

 It is always suggested that there must be a

partnership deed among the partners before getting

into any partnership venture. But sometimes a

partnership is started without signing any such

document. In this case the rules of partnership will

be applicable as per the provisions of the Indian

Partnership Act, 1932.

 (i) Profit Sharing Ratio: When a partnership deed is

not made or even if it is made and silent on sharing

of profit or losses among the partners of a firm, then

according to the Partnership Act 1932, profits and

losses are to be shared equally among all the partner

of the firm.
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 Definition and main provision-

 (ii) Interest on Capital: When there is absence of partnership deed or
the partnership deed is silent on the issue related to interest on
partner’s capital, then according to the Partnership Act 1932, no
interest on partners’ capital will be provided. However, if they
mutually agree on this issue than they are free to give interest on
capital out of the profit of the firm.

 (iii)Interest on Drawings: there is no partnership Deed the issue
‘elated h die interest on drawing will be handled according to the
provisions Partnership Act. 1932 According sc which no Interest on
drawing will be charge loan the orders on withdraw in the form of
drawings.

 (iv) Interest on Partner’s Loan: When there is no partnership deed
among the partners or the partnership deed is silent on interest on
partner’s loan then according to the Partnership Act, 1932. the partners
are entitled for 6% pa interest on the loan forwarded by them to the
firm.

 (v) Salary to Partner: When partnership deed is not there or it is silent
on the issue related to salary to a partner, then as per the rules of the
partnership Act. 1932. no partner will be entitled to any salary.
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 Registration of Partnership

 Name given to the Partnership firm

 Any name can be given to a partnership firm as long as you fulfill the 
below-mentioned conditions:

 The name shouldn’t be too similar or identical to an existing firm 
doing the same business,

 The name shouldn’t contain words like emperor, crown, empress, 
empire or any other words which show sanction or approval of the 
government.

 How should be the agreement between partners formed?

 Partnership deed is an agreement between the partners in which 
rights, duties, profits shares and other obligations of each partner is 
mentioned.

 Partnership deed can be written or oral, although it is always 
advisable to write a partnership deed to avoid any conflicts in the 
future.

https://cleartax.in/services/partnership/p
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 Registration of Partnership

 Following details are required in a partnership deed:

 A. General Details:

 1. Name and address of the firm and all the partners

 2. Nature of business

 3. Date of starting of business Capital to be contributed by each partner

 4. Capital to be contributed by each partner

 5. Profit/loss sharing ratio among the partners

 B. Specific Details:

 Apart from these, certain specific clauses may also be mentioned to avoid any 
conflict at a later stage:

 1. Interest on capital invested, drawings by partners or any loans provided by 
partners to firm

 2. Salaries, commissions or any other amount to be payable to partners

 3. Rights of each partner, including additional rights to be enjoyed by the active 
partners

 4. Duties and obligations of all partners

 5. Adjustments or processes to be followed on account of retirement or death of a 
partner or dissolution of firm.

 6. Other clauses as partners may decide by mutual discussion
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 Registration of Partnership

 Is it necessary to register a partnership firm?

 Indian Partnership Act, 1932 governs the partnerships.

Registration of partnership firm is optional and at the

discretion of the partners.

 Registration of partnership firm may be done at any time –

before starting a business or anytime during the continuation

of partnership.

 It is always advisable to register the firm since a registered

firms enjoy special rights which aren’t available to the

unregistered firms.
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 Registration of Partnership

 How to register the partnership firm?

 An application form along with fees is to

be submitted to Registrar of Firms of the

State in which firm is situated. The

application has to be signed by all

partners or their agents.
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 Registration of Partnership

 Documents to be submitted to Registrar are

 Application for registration of partnership (Form 1)

 Specimen of Affidavit

 Certified original copy of Partnership Deed

 Proof of principal place of business (ownership documents or rental/lease 
agreement)

 If the registrar is satisfied with the documents, he will register the firm in 
Register of Firms and issue Certificate of Registration.

 Register of Firms contains up-to-date information on all firms and can be 
viewed by anybody upon payment of certain fees.

 For more detailed information please click on Documents required for 
Partnership Registration in India.

https://cleartax.in/s/documents-required-partnership-registration-india
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 Minor as a partner

 Introduction

 According to Section 3 of the Indian Majority Act, a person who has not 

attained the age of majority i.e. 18 years, is known as minor.

 of the Indian Partnership Act, 1932, defines partnership and partner as 

follows:

 Section-4-‘Partnership is 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. Persons who have entered into a partnership with one another are

called individually “partners” and collectively a “firm”, and the name

under which their business is carried on is called the “firm name”.

https://indiankanoon.org/doc/1124939/


The Indian Partnership Act 1932

Minor as a partner

 In simple words, a partnership is an 

agreement between the persons to share the 

profits of a business and the persons who 

enter into this agreement are called 

partners.

 As we have seen in the Indian Contract Act, 

1872, minors cannot be a party to an 

agreement. An agreement involving a minor 

is void-ab-initio. However, the Indian 

Partnership Act has its own sets of legal rules 

regarding minors.
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 Minor as a partner-
 Minor admitted to benefits of partnership

 A partnership firm cannot be formed with a minor as the only other member. The
relation of partnership arises from a contract. In Shriram sardarmal didwani v.
Gourishankar, it was held that a minor is incompetent to contract and, therefore, a
contract of partnership cannot be entered into with a minor.

 In CIT v. Dwarkadas & Co, the Supreme Court held that a minor cannot become a full-
fledged partner in an existing firm. The only concession that section 30 gives is that a
minor may be admitted to the benefits of an existing firm. The Hon’ble judge then
continued to observe:

 “Section 30 of the Indian Partnership Act, clearly lays down that a minor cannot
become a partner, though, with the consent of the adult partners, he may be admitted
to the benefits of partnership. Any document which goes beyond this section cannot be
regarded as valid for the purpose of registration.”

 In S.C. Mandal v. Krishnadhan it was held that under S. 4 of the Partnership Act, a firm
means a group of people who have entered into a contract of partnership among
themselves and reading it with S. 11 of the Contract Act, it can be interpreted that a
minor cannot be a part of the contracted partnership. A minor can only be admitted to
the benefits of a partnership, and that partnership has to exist independently. Also,
there cannot be a contract between two minors. In short, there should be a partnership
between two major partners before a minor can be admitted to its benefits.

https://indiankanoon.org/doc/1587883/
https://indiankanoon.org/doc/1594338/
https://indiankanoon.org/doc/1412894/
https://indiankanoon.org/doc/1459716/
https://indiankanoon.org/doc/1523259/
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 Minor as a partner
 Rights of Minor

 A minor admitted to the benefits of a partnership has all the rights of a full partner.

 Such minor is entitled to his agreed shares of the property and of the profits of the firm.

 Such minor has the right to access and taking copies of the book of accounts of the firm. It follows that he
has no right of access to those other books of the firm which do not contain matters of account.[Section
30(2)]

 Such minor is not personally liable to the third parties for the debts of the firm, but his liability is limited
only up to his shares in the partnership assets and profits.

 For example, if the partnership assets fall short in distinguishing the debts of the firm the separate
personal property of the minor cannot be applied for the payment of the debts.

 Such minor cannot bring any suit against the partners for an account or payment of his share of the
property or profits of the firm unless he first serves his connection with the firm.[Section 30(4)]

 Such minor is not entitled to take part in the conducting of the business as he has no representative
capacity to bind the firm.

 Where the minor becomes a partner by his own choice or by failure to give within the specified time i.e.
six months after attaining the age of majority, he becomes personally liable to the third parties for all the
debts of the firm retrospectively from the date of his admission to the benefits of partnership.

https://indiankanoon.org/doc/477318/
https://indiankanoon.org/doc/1617724/


The Indian Partnership Act 1932

 Minor as a partner

 Rights of the minor if he elects not to become a partner:

 His rights and liabilities shall continue to be those of a minor up to

the date of giving public notice;

 His share shall not be liable for any acts of the firm done after the

date of the notice;

 He shall be entitled to sue the partners for his share of the property

and profits.

 If after attaining the age of majority but before choosing to become

a partner the minor represent and knowingly permits himself to be

represented as a partner in the firm, he will be personally liable to

anyone who on the faith of such representation granted credit to the

firm on the ground of ‘holding out’.
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 Minor as a partner

 Liabilities of minor

 Liability during minority [Section 30(3)]

 Sub-section 3 of section 30 says that “such minor’s share is liable for

the acts of the firm, but the minor is not personally liable for any such

act.”

 In Addepally Nageswara Rao and Bros v. CIT, the Andhra Pradesh High

Court held that:

 “In case he contributes capital or is entitled to get benefit in the profits

of the firm, it is to that extent that the liability can be fastened on the

minor. But in no case, the person of the minor or his other property

which he has not brought into the assets of the partnership can be held

liable. That is the purport and scope of Section 30(3) of the Indian

Partnership Act.”

https://indiankanoon.org/doc/1615453/
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 Minor as a partner

 Liabilities of minor

Liability after attaining the age of majority

 Sub-section (5) to (9) of section 30 of the Indian Partnership Act deal with consequences of a minor partner
attaining majority as followsacts of the firm.[Section 30(8)(b)]

 He becomes entitled to sue the partners of the firm to recover his share of property and profits.[Section 30(8)(c)]

 Where in spite of notice, the minor does an act which amounts to a representation that he is a partner in the firm,
Section 28 i.e. holding out of this act immediately come into existence and liability would arise towards any
person who gave credit to the firm putting his faith upon the representation.[Sect

 He is given six month’s time to decide whether he should leave the firm or continue in it by becoming a full-
fledged partner. This is called the minor’s choice, namely the right to opt out of the firm or stay in it. [Section
30(5)]

 Where the minor claims that he had no knowledge of his admission and, therefore, he should be allowed six
months from the date of knowledge, the burden of proof lies on minor that he had no knowledge.[Section 30(6)]

 When minor becomes a partner

 He will be treated as a normal partner, but he also becomes personally liable for all the acts of the firm done since
he was first admitted to the benefits of partnership.[Section 30(7)(a)]

 His share in the property and profits of the firm shall remain the same as it was during his minority.[Section
30(7)(b)]

 Where the minor elect not to become a partner

 His rights and liability will continue to be the same up to the time on which he gives public notice.[Section
30(8)(a)]

 From the date of public notice, the liability of his share ceases for any future ion 30(9)]

https://indiankanoon.org/doc/688586/
https://indiankanoon.org/doc/688586/
https://indiankanoon.org/doc/1350327/
https://indiankanoon.org/doc/998917/
https://indiankanoon.org/doc/1187936/
https://indiankanoon.org/doc/1414647/
https://indiankanoon.org/doc/624924/
https://indiankanoon.org/doc/688586/
https://indiankanoon.org/doc/1350327/
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 Liabilities of Partners

 Partners have unlimited personal liability for partnership liabilities.

 Partners are jointly liable on all firm contracts.

 They are jointly and severally liable for all torts committed by one of

the partners or by a firm comployee within the scope of the

partnership’s business.

 A partner remains liable after dissolution unless expressly released by

creditors.

 An incoming partner is not liable for the existing debts of the

partnership unless the new partner expressly assumes those debts.


