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Skip	to	content	Are	you	looking	for	the	complete	detail	of	partnership	deed	as	given	in	the	Accounting	for	partnership	firms	Fundamentals	chapter	of	Class	12	Accountancy	CBSE	Board.	I	have	summed	up	all	the	detail	of	Partnership	deed	ranging	from	the	meaning,	content	and	importance	of	it.	Partnership	is	the	result	of	agreement	among	two	or
more	persons	who	have	agreed	to	share	the	profits	of	a	business.	Its	obvious	they	all	have	agreed	on	some	terms	and	conditions.	However	such	terms	and	conditions	can	be	in	oral	forms.	But	it	is	assumed	to	be	good	if,	all	terms	and	conditions	agreed	among	partners	are	in	written	format.	Such	written	format	containing	all	agreed	terms	and
conditions	with	necessary	business	information	is	termed	as	Partnership	Deed.	A	written	document	which	contains	the	terms	of	agreement	of	partnership	is	called	Partnership	Deed.	In	order	to	avoid	all	misunderstandings	and	disputes	among	the	partners	in	future,	It	is	always	the	best	course	to	have	a	written	agreement	duly	signed	and	registered
under	the	Act.	In	case	of	any	dispute	among	the	partners	in	future,	this	partnership	deed	can	be	furnished	as	evidence	in	court.	It	is	also	known	as	Articles	of	Partnership.	Following	is	the	content	of	a	partnership	Dee.	This	document	contain	mainly	all	agreed	terms	and	conditions	and	business	information	in	a	written	document	duly	signed	by	all
partners	and	registered.	Description	of	the	Partners:-	Name,	description	and	addresses	of	the	partners.	Description	of	the	Firm:-	Name	and	address	of	the	firm.	Principal	Place	of	Business:-	Address	of	the	Principal	place	of	Business.	Nature	of	Business:-	Nature	of	business	that	the	firm	shall	carry	on.	Commencement	of	Partnership:-	Date	of
commencement	of	partnership.	Capital	Contribution:-	The	amount	of	capital	to	be	contributed	by	each	partner,	whether	the	Capital	Accounts	shall	be	fixed	or	fluctuating.	Interest	on	Capital:-	Rate	of	interest,	if	allowed,	on	capital.	Interest	on	Drawings:	Rate	of	interest,	if	to	be	charged,	on	drawings.	Profit-sharing	Ratio:-	Ratio	in	which	profits	or	losses
are	to	be	shared	by	the	partners.	Interest	on	Loan:-	Rate	of	interest	on	loan	by	a	partner	to	the	firm.	remuneration	to	partners:-	Amount	of	salary,	commission,	etc.,	if	agreed,	to	be	paid.	Valuation	of	Goodwill:-	Method	by	which	goodwill	of	the	firm	will	be	valued	at	the	time	of	admission	or	retirement	of	a	partner	or	at	the	time	of	death	of	a	partner.
Valuation	of	Assets:-	The	manner	in	which	assets	of	the	firm	shall	be	valued	in	the	case	of	its	reconstitution.	Settlement	of	Account:-	The	manner	in	which	accounts	of	partners	shall	be	settled	in	case	of	his	retirement	or	death	or	at	the	time	of	dissolution	fo	the	firm.	Accounting	period:-	The	date	on	which	accounts	shall	be	closed	every	year.	Normally
accounts	are	closed	on	31st	March	every	year	because	every	entity	must	submit	the	return	of	income	on	31st	March	every	year.	Rights	and	Duties	of	Partners:-	The	rights	and	duties	of	partners	are	defined.	Duration	of	Partnership:-	The	period	of	partnership,	i.e.,	whether	it	is	for	a	specified	period	or	for	a	venture	or	at	will.	Bank	Account	Operation:-
How	shall	the	Bank	Account	be	operated?	Whether	it	shall	be	operated	by	any	of	the	partners	or	jointly.	Death	of	a	Partner:-	Whether	the	firm	will	continue	or	dissolve.	Settlement	of	Disputes:-	Disputes,	if	any,	among	the	partners	How	they	shall	be	settled.	However,	it	is	not	essential	to	have	a	written	agreement	among	partners.	But	a	written
agreement	called	partnership	Deed	is	a	legal	document	and	can	be	used	to	settled	disputes	if	arise	in	future	among	partners.	following	are	the	importance	of	Partnership	Deed.	It	governs,	the	rights,	duties	and	liabilities	of	each	partner.	Disputes	arising,	if	any,	among	the	partners	are	resolved	on	the	basis	of	partnership	deed.	As	it	is	a	written	legal
document	signed	by	all	partners	and	registered	in	the	eye	of	law.	No,	it	is	not	essential	to	have	a	written	partnership	Deed.	A	oral	agreement	is	enough	among	partners	to	form	a	partnership	firm.	But	it	is	advisable	to	have	a	written	agreement	to	avoid	future	disputes	among	partners.	As	future	disputes	if	arise,	can	be	resolved	on	the	basis	of
Partnership	Deed.	Practice	Questions	What	is	the	primary	purpose	of	forming	a	partnership?	(a)	To	share	losses	equally(b)	To	share	profits	of	a	business(c)	To	avoid	legal	documentation(d)	To	eliminate	business	competition	Terms	and	conditions	of	a	partnership	can	be	in	which	of	the	following	forms?	(a)	Oral(b)	Written(c)	Both	oral	and	written(d)
Digital	only	What	is	the	document	called	that	contains	all	agreed	terms	and	conditions	between	partners?	(a)	Partnership	Agreement(b)	Partnership	Deed(c)	Business	Charter(d)	Memorandum	of	Understanding	Why	is	a	written	partnership	agreement	preferred	over	an	oral	agreement?	(a)	It	eliminates	the	need	for	negotiations(b)	It	ensures	clarity	and
avoids	disputes(c)	It	increases	legal	obligations	unnecessarily(d)	It	helps	partners	avoid	profits	Which	of	the	following	is	considered	good	practice	in	partnership	agreements?	(a)	Keeping	all	terms	oral(b)	Writing	down	all	agreed	terms	and	conditions(c)	Avoiding	any	formal	agreement(d)	Agreeing	to	share	losses	only	Why	is	it	recommended	to	have	a
written	partnership	agreement	that	is	signed	and	registered?	(a)	To	reduce	the	partners	legal	obligations(b)	To	resolve	misunderstandings	and	avoid	disputes	in	the	future(c)	To	eliminate	the	need	for	business	documentation(d)	To	increase	the	credibility	of	partners	in	taxation	matters	What	is	the	legal	significance	of	a	registered	partnership	deed	in
case	of	a	dispute?	(a)	It	ensures	automatic	dissolution	of	the	partnership.(b)	It	serves	as	evidence	in	court	for	resolving	conflicts.(c)	It	guarantees	profits	to	all	partners	equally.(d)	It	nullifies	any	verbal	agreements	among	partners.	Assertion	(A):	A	written	partnership	agreement	that	is	signed	and	registered	is	essential	to	avoid	misunderstandings	and
disputes	among	partners.	Reason	(R):	A	registered	partnership	deed	can	be	furnished	as	evidence	in	court	in	case	of	any	dispute	among	the	partners.	Options:	(a)	Both	Assertion	(A)	and	Reason	(R)	are	true,	and	Reason	(R)	is	the	correct	explanation	of	Assertion	(A).(b)	Both	Assertion	(A)	and	Reason	(R)	are	true,	but	Reason	(R)	is	not	the	correct
explanation	of	Assertion	(A).(c)	Assertion	(A)	is	true,	but	Reason	(R)	is	false.(d)	Assertion	(A)	is	false,	but	Reason	(R)	is	true.	Assertion	(A):	A	written	partnership	agreement	ensures	clarity	in	the	terms	and	conditions	agreed	upon	by	the	partners.	Reason	(R):	A	partnership	deed,	if	not	registered,	cannot	be	used	in	court	under	any	circumstances.
Options:	(a)	Both	Assertion	(A)	and	Reason	(R)	are	true.(b)	Both	Assertion	(A)	and	Reason	(R)	are	false.(c)	Assertion	(A)	is	true,	but	Reason	(R)	is	false.(d)	Assertion	(A)	is	false,	but	Reason	(R)	is	true.	What	is	another	name	for	a	Partnership	Deed?	(a)	Memorandum	of	Partnership(b)	Articles	of	Partnership(c)	Partnership	Agreement(d)	Partnership
Charter	What	does	the	Partnership	Deed	primarily	contain?	(a)	Oral	agreements	between	partners(b)	Agreed	terms,	conditions,	and	business	information	in	written	form(c)	Future	goals	and	objectives	of	the	firm(d)	Legal	verdicts	regarding	partnership	disputes	What	information	about	partners	is	included	in	the	Partnership	Deed?	(a)	Their	income	and
educational	qualifications(b)	Their	name,	description,	and	address(c)	Their	opinions	on	profit-sharing	ratio(d)	Their	bank	account	details	How	is	the	capital	contribution	of	partners	specified	in	the	Partnership	Deed?	(a)	It	is	kept	confidential	among	the	partners(b)	It	specifies	whether	Capital	Accounts	are	fixed	or	fluctuating(c)	It	is	calculated	after
settling	the	firms	liabilities(d)	It	is	divided	equally	regardless	of	the	agreement	Why	is	the	accounting	period	mentioned	in	the	Partnership	Deed	usually	set	to	end	on	31st	March	every	year?	(a)	To	align	with	the	partners	preferences(b)	To	comply	with	the	income	tax	submission	deadline(c)	To	simplify	annual	asset	valuation(d)	To	avoid	conflicts	among
partners	What	is	stated	in	the	Partnership	Deed	regarding	the	death	of	a	partner?	(a)	Whether	the	firm	will	continue	or	dissolve(b)	How	goodwill	of	the	deceased	partner	will	be	distributed(c)	The	immediate	reconstitution	of	the	firm(d)	How	to	reduce	the	deceased	partners	capital	contribution	What	is	specified	in	the	Partnership	Deed	regarding	the
principal	place	of	business?	(a)	The	business	hours	of	operation(b)	The	address	of	the	principal	place	of	business(c)	The	type	of	goods	to	be	traded(d)	The	partners	residence	addresses	How	is	the	profit-sharing	ratio	defined	in	the	Partnership	Deed?	(a)	Based	on	the	firms	turnover(b)	Equally	divided	among	all	partners(c)	As	agreed	upon	by	the
partners(d)	Fixed	by	the	government	What	does	the	Partnership	Deed	state	about	interest	on	capital?	(a)	Capital	cannot	earn	interest.(b)	The	rate	of	interest,	if	allowed,	on	capital	is	mentioned.(c)	Interest	on	capital	is	only	charged	during	profits.(d)	Interest	rates	are	set	annually	by	the	Income	Tax	Department.	What	is	mentioned	about	the	valuation
of	goodwill	in	the	Partnership	Deed?	(a)	Goodwill	is	not	valued	during	the	partnership	period.(b)	Method	of	valuing	goodwill	during	admission,	retirement,	or	death	of	a	partner.(c)	Goodwill	is	divided	equally	among	the	partners	every	year.(d)	Goodwill	valuation	depends	solely	on	profits.	How	does	the	Partnership	Deed	address	the	settlement	of
disputes	among	partners?	(a)	Disputes	are	resolved	by	a	majority	vote.(b)	It	defines	the	procedure	for	settling	disputes.(c)	Disputes	are	avoided	by	having	no	verbal	agreements.(d)	The	government	intervenes	in	all	disputes.	Assertion	(A):	The	method	of	valuing	goodwill	is	an	essential	part	of	the	Partnership	Deed.	Reason	(R):	Goodwill	is	always
divided	equally	among	the	partners	at	the	time	of	dissolution	of	the	firm.	Options:	(a)	Both	Assertion	(A)	and	Reason	(R)	are	true,	and	Reason	(R)	is	the	correct	explanation	of	Assertion	(A).(b)	Both	Assertion	(A)	and	Reason	(R)	are	true,	but	Reason	(R)	is	not	the	correct	explanation	of	Assertion	(A).(c)	Assertion	(A)	is	true,	but	Reason	(R)	is	false.(d)
Assertion	(A)	is	false,	but	Reason	(R)	is	true.	Assertion	(A):	The	Partnership	Deed	specifies	how	disputes	among	partners	shall	be	settled.	Reason	(R):	Partnership	disputes	are	always	resolved	by	dissolving	the	firm.	Options:	(a)	Both	Assertion	(A)	and	Reason	(R)	are	true,	and	Reason	(R)	is	the	correct	explanation	of	Assertion	(A).(b)	Both	Assertion	(A)
and	Reason	(R)	are	true,	but	Reason	(R)	is	not	the	correct	explanation	of	Assertion	(A).(c)	Assertion	(A)	is	true,	but	Reason	(R)	is	false.(d)	Assertion	(A)	is	false,	but	Reason	(R)	is	true.	Assertion	(A):	The	accounting	period	is	generally	fixed	in	the	Partnership	Deed	to	end	on	31st	March	every	year.	Reason	(R):	This	date	is	chosen	because	it	simplifies
asset	valuation	for	the	firm.	Options:	(a)	Both	Assertion	(A)	and	Reason	(R)	are	true,	and	Reason	(R)	is	the	correct	explanation	of	Assertion	(A).(b)	Both	Assertion	(A)	and	Reason	(R)	are	true,	but	Reason	(R)	is	not	the	correct	explanation	of	Assertion	(A).(c)	Assertion	(A)	is	true,	but	Reason	(R)	is	false.(d)	Assertion	(A)	is	false,	but	Reason	(R)	is	true.
Assertion	(A):	The	Partnership	Deed	contains	details	about	the	partners	capital	contributions.	Reason	(R):	Capital	contributions	are	calculated	after	profits	are	distributed	among	partners.	Options:	(a)	Both	Assertion	(A)	and	Reason	(R)	are	true,	and	Reason	(R)	is	the	correct	explanation	of	Assertion	(A).(b)	Both	Assertion	(A)	and	Reason	(R)	are	true,
but	Reason	(R)	is	not	the	correct	explanation	of	Assertion	(A).(c)	Assertion	(A)	is	true,	but	Reason	(R)	is	false.(d)	Assertion	(A)	is	false,	but	Reason	(R)	is	true.	Assertion	(A):	The	Partnership	Deed	defines	the	remuneration	payable	to	the	partners.	Reason	(R):	Remuneration	to	partners	is	mandatory	regardless	of	any	prior	agreement.	Options:	(a)	Both
Assertion	(A)	and	Reason	(R)	are	true,	and	Reason	(R)	is	the	correct	explanation	of	Assertion	(A).(b)	Both	Assertion	(A)	and	Reason	(R)	are	true,	but	Reason	(R)	is	not	the	correct	explanation	of	Assertion	(A).(c)	Assertion	(A)	is	true,	but	Reason	(R)	is	false.(d)	Assertion	(A)	is	false,	but	Reason	(R)	is	true.	A	partnership	Agreement	or	Partnership	deed	is
the	most	important	paper	or	document	in	Partnership.	It	includes	all	the	rights,	liabilities,	roles	of	each	partner,	and	also	govt.	rules.	Entrepreneurs	in	the	sole	proprietorship	or	partnership	have	some	predefined	goals	and	work	to	achieve	them.As	being	alone,	the	advantage	of	a	sole	proprietorship	is	that	there	is	no	need	to	note	down	anything.	All
decisions	are	made	by	the	owner.	But	in	partnership,	everything	must	be	discussed	and	written	in	Contents	of	Partnership	Deed	to	run	the	business	smoothly.The	partnership	agreement	may	be	oral	or	written	or	implied	conduct	of	parties.	One	of	the	most	important	attributes	of	the	partnership	deed	is	that	it	is	necessary	to	have	the	agreement	in
writing.	So,	in	case	of	dispute	or	misunderstanding	among	the	partners,	it	may	be	removed	according	to	the	provisions	of	this	document.It	must	be	drafted	by	a	lawyer	and	written	on	a	judicial	paper.	It	should	be	stamped	according	to	the	provision	of	the	Partnership.	Act	of	1932.	A	partnership	deed	must	be	signed	by	all	the	partners	concerned.	It	is
highly	advisable	to	register	the	partnership	deed	with	the	registrar.The	usual	provisions	which	should	be	contained	in	such	documents	are	as	follows:Name	of	the	firm	under	which	the	business	is	to	be	conducted.	It	may	be	any	name	you	choose.Nature	of	the	business	to	be	conducted	by	the	partners.	There	are	different	types	of	businesses	that
include	rendering	services,	making	products,	being	a	distributor	of	a	brand,	opening	a	retail	shop,	dealing	with	wholesale,	importing,	or	exporting	goods.	Anything	but	legal.Location	of	the	business	where	it	is	to	be	operated.	If	its	a	production	concern,	the	better	option	is	to	be	an	industrial	area	but	if	it	is	a	retail	shop,	go	to	the	market	where	people
come	and	buy	and	if,	it	is	a	service	providing	i.e.,	service	at	the	clients	doorstep	it	may	be	anywhere.List	of	partners,	their	names,	addresses,	and	other	particulars.	Who	are	the	partners	and	what	will	they	do.	The	best	practice	is	to	divide	departments	of	businesses	according	to	partners	expertise.	It	would	be	wrong	to	assign	human	resources	or
retailing	duty	to	a	partner	if	he/she	is	educated	with	Marketing	subjects.Duration	of	the	partnership;	whether	it	is	a	definite	period	of	time	or	an	indefinite	period	of	time.	It	is	mandatory	to	mention	indeed.	Sometimes	the	business	may	not	go	smoothly;	this	portion	of	the	partnership	deed	can	help	to	end	the	business	in	minutes	or	it	may	be	extended
or	rewritten	if	in	case	they	want	to	extendIt	is	an	important	partof	the	deed.	If	the	business	is	going	to	be	legally	listed	in	state	law.	The	date	of	business	starting	could	help	in	managing	all	responsibilities	and	other	tasks	of	business	including	accounts,	expenses,	payable	&	receivable.The	total	capital	of	the	firm	and	the	share	of	each	partner	in	the
capital	must	be	in	writing	to	equally	or	partially	distribute	on	closing.Usually,	it	is	the	same	as	the	ratio	of	capital	investment.	There	are	different	types	of	partners	according	to	their	job	natures,	capital	investment,	responsibilities,	their	practical	share	in	the	business.	This	is	why	the	ratio	of	sharing	profits	and	losses	of	each	partner	should	be	noted
indeed.Do	you	think	to	take	permission	of	withdrawing	profit	or	capital?	In	partnership	deed,	it	is	mentioned	in	two	termsWhat	profit	percentage	owners	can	withdraw	from	the	business	per	month	or	yearWhat	monthly	amount	anyone	can	take	out	on	the	monthly	or	yearly	basisNot	in	sole	proprietorship	but	in	the	partnership	it	may	be	discussed	to
charge	a	profit	on	the	invested	amount.	The	invested	amount	in	business	can	be	invested	in	some	other	business	or	deposited	into	a	bank	to	get	monthly/yearly	profit.	Thats	why	a	few	businesses	or	shareholders	can	demand	interest	depending	upon	the	amount	and	expected	ROIAt	good	businesses,	there	are	fewer	chances	of	withdrawing	profit	from	a
business.	The	best	practice	is	to	set	a	monthly	fixed	salary	for	each	stakeholder.	Salaries	may	depend	on	capabilities,	capacities,	roles,	and	roles.Of	course,	investors	can	not	manage	every	part	of	a	business.	There	are	multiple	working	in	businesses	from	raw	material	purchases	to	finished	products	sales	and	recoveries.	In	a	partnership	contract,	it	is
mentioned	which	partner	will	do	what	part	of	the	business	and	what	would	be	their	specific	roles.	Interference	in	other	works	could	be	supplementary.Few	businesses	do	share	a	specific	part	of	the	profit	to	employees.	Its	not	their	monthly	salary;	its	add-on	or	extras	to	please	workers	to	motivate	them	to	perform	duties	well.	An	employee	may	be
demotivated	with	time.	Such	incentives	could	be	energizing.	It	so,	it	should	be	entitled	indeed.Small	or	Large	businesses	can	have	more	than	one	branch.	If	so,	those	details	are	noted	down	on	contract	papers	including	locations,	branch	roles,	branch	responsibilities,	and	not	exceeding	predefined	monthly	expenses.Which	bank	to	be	selected	for	all
business	transactions	like	Royal	Bank	of	Scotland,	Bank	of	America	or	Santander.	This	may	include	signatory	authority	for	banking	purposes	and	the	number	of	accounts	to	be	opened	in	selected	branches	of	a	decided	bank.How	to	further	capital,	if	necessary	is	to	be	introduced.	Either	it	is	to	be	availed	through	bank	loans	or	partners	may	be
requested	for	further	investments.There	are	many	lop	holes	of	the	dishonest	employees	in	every	business.	This	reason	gave	birth	to	the	auditing	of	accounts.	There	are	more	chances	in	businesses	where	more	than	two	people	are	owners.	This	added	part	deals	with	provisions	regarding	the	preparation	audit	and	signing	by	the	partners	of	annual
accounts.Defining	things	before	the	problem	is	to	be	proactive.	This	provision	means	to	set	rules	regarding	retirements	of	adding	a	new	partner,	managing	debt	on	the	retirement	of	an	existing	partner,	how	capital	will	be	returned	to	investors,	and	other	long-term	decisions.This	deals	with	how	the	value	of	goodwill	is	determined	to	each	stakeholder.
Each	partner	has	a	special	role	in	a	business	that	and	accounts	will	be	cleared	of	a	retired	or	deceased	partner.Do	not	ignore	accounting	at	any	cost	because,	accountants	prepare	a	Profit	and	Loss	Statement,	the	Balance	sheet	at	the	end	of	the	fiscal	year	in	the	manual	accounting	system.	In	all	cases,	it	should	be	mentioned	in	contract	papers	to
evaluate	business	worth	after	a	specific	time.	With	increased	technology	and	advanced	accounting	software	everything	is	prepared	with	a	single	entry.Partner	is	different	according	to	their	rights,	duties,	investment	and	partnership	contract.	Each	partners	rights	and	duties	should	be	clearly	mentioned	in	the	contract	need	to	avoid	disputes.	In	general,
the	sleeping	partner	has	no	role	in	business	decisions	but	if	decided	earlier,	they	can	take	occasional	parts	in	seasonal	promoting	activities	or	else.Typically,	the	business	may	need	a	loan	in	the	future	after	startup.	Let	say,	a	manufacturing	concern	may	need	to	import	advanced	machinery	or	consumer	product-based	businesses	may	think	to	do	mass
level	advertising	to	boost	sales.	In	both	cases	or	others,	they	may	not	have	enough	funds,	plans	may	not	be	actionable.	This	clause	helps	such	situations	to	decide	whether	to	take	a	bank	loan,	if	so;	who	will	be	a	guarantor,	or	what	properties	should	be	pledged.	These	noted	details	take	business	decisions	smoother.The	hardest	thing	dissolution.	It
happens	in	most	of	the	partnership	businesses	just	because	of	extra	interference	or	business	losses.	This	content	of	deed,	if	decided;	could	help	partners	to	dissolve	everything	smoothly	and	by	Settlement	of	payable	and	receivable	accounts,	business	assets	distributions,	or	other	liabilities	and	credits	to	be	shifted	onDisputes	happen.	Business	is	an
ongoing	process	of	making	decisions,	implementing	strategies,	sorting	issues,	designing	new	products	and	services.	Partnership	business	is	a	combination	of	different	minds	and	every	mind	has	a	different	perspective,	thoughts,	and	observation.	In	those	disputes,	what	should	be	the	solution?How	the	deficiency	in	the	capital	will	be	covered	at	the
insolvency	of	an	arty	partner.Definitely,	contracts	are	written	and	signed.	There	must	be	witnesses	of	agreement	in	partners.	Minimum	witnesses	may	be	different	according	to	your	state	law.	Witness	name,	contact	details,	and	authenticity	of	witness	with	their	Social	Security	number,	Country	citizenship	number	(they	are	the	real	human,	not	fake)
should	be	noted.Bitter	but	fact-based	disadvantages	of	the	partnershipinclude	dissolution.	In	those	cases,	how	to	dissolve	the	partnership	company,	either	it	is	to	be	done	by	state	law	in	court	or	by	mutual	consent	of	all	partners.Any	other	clause	or	clauses	which	may	be	found	necessary	at	any	time	may	be	contained	here	by	the	mutual	consent	of	all
the	partners.Lisa	is	a	passionate	travelers.	She	spends	3	months	every	year	visiting	different	places	worldwide.	She	has	visited	almost	every	famous	place	in	the	world.	She	herself	is	an	affiliate	blogger	Partnership	is	an	agreement	between	persons	to	carry	on	a	business.	The	agreement	entered	into	between	partners	may	be	either	oral	or	written.
But,	it	is	always	desirable	to	have	a	written	agreement	so	as	to	avoid	misunderstandings	and	unnecessary	litigations	in	future.	When	the	agreement	is	in	written	form,	it	is	called	Partnership	Deed.	It	must	be	duly	signed	by	the	partners,	stamped	and	registered.	Any	alteration	in	partnership	deed	can	be	made	with	the	mutual	consent	of	all	the
partners.	Although	it	is	left	to	the	choice	of	the	partners	of	the	firm	to	decide	themselves	as	to	what	should	be	mentioned	in	their	partnership	deed,	yet	a	partnership	deed	generally	contains	the	following:	1.	Name	of	the	firm.	2.	Nature	of	the	business.	3.	Names	of	partners.	4.	Place	of	the	business.	5.	Amount	of	capital	to	be	contributed	by	each
partner.	6.	Profit	sharing	ratio	between	the	partners.	7.	Loans	and	advances	from	the	partners	and	the	rate	of	interest	thereon.	8.	Drawings	allowed	to	the	partners	and	the	rate	of	interest	thereon.	9.	Amount	of	salary	and	commission,	if	any,	payable	to	the	partners.	10.	Duties,	powers	and	obligations	of	partners.	11.	Maintenance	of	accounts	and
arrangement	for	their	audit.	12.	Mode	of	valuation	of	goodwill	in	the	event	of	admission,	retirement	and	death	of	a	partner.	13.	Settlement	of	accounts	in	the	case	of	dissolution	of	the	firm.	14.	Arbitration	in	case	of	disputes	among	the	partners.	15.	Arrangements	in	case	a	partner	becomes	insolvent.	:Partnership	is	a	relationship	between	two	or	more
persons,	when	business	is	started	with	partnership	then	there	is	an	agreement	between	the	partners,	the	same	agreement	is	called	partnership	deed	in	partnership	firm.	Partnership	deed	can	be	registered	and	unregistered,	it	entirely	depends	on	the	partners	as	partnership	law	does	not	compel	registration.	Registration	and	non-registration	of
partnership	deed	has	its	own	advantages	and	disadvantages.Partnership	deed	is	an	agreement	between	the	partners	stating	the	terms	and	conditions	and	it	is	signed	by	all	the	partners.In	simple	language,	partnership	deed	is	an	agreement	between	the	partners.	Everything	that	is	necessary	to	run	a	business	is	written	in	it	like	what	will	be	the	nature
of	the	business,	who	will	participate	in	the	business	to	what	extent	etc.According	to	Eric	L.	Kohler	Partnership	deed	is	an	instrument	drafted	and	signed	by	partners	for	defining	the	various	rules	and	regulations	of	the	firm.Contents/elements	of	Partnership	DeedFollowing	are	the	contents/elements	of	Partnership	Deed:The	name	under	which	the
partners	want	to	do	business	is	mentioned	in	the	partnership	deed.This	clause	specifies	the	place	of	business	where	the	business	will	be	conducted.In	this	clause,	details	of	partners	are	given	like	name	of	partners,	address	of	partners,	etc.In	this	section,	the	partners	of	the	firm	need	to	state	what	type	of	business	they	will	run.Partners	have	to	mention
how	long	they	want	to	run	the	business.	for	example,	short-term	duration,	long-term	duration,	etc.The	partners	must	specify	the	mutual	profit-sharing	ratio.	Profit	and	loss	are	determined	according	to	the	profit-sharing	ratio.	The	higher	the	ratio,	the	greater	the	profit	or	loss.The	partner	has	to	state	in	the	partnership	deed	that	if	a	partner	gives	a	loan
to	the	business	or	takes	a	loan	from	the	business,	then	how	much	interest	rate	will	be	applicable	on	it?Withdrawal	means	the	amount	withdrawn	from	the	business	by	the	partners	for	personal	use.	Partners	have	to	mention	whether	the	drawing	is	applicable	or	not	and	if	applicable,	specify	the	limits.Partners	must	specify	whether	interest	will	apply	on
withdrawals,	specifying	the	limit	if	applicable.Capital	refers	to	the	investment	made	by	the	partners	in	the	business.	Partners	must	specify	whether	interest	on	capital	will	apply	and	specify	the	limit	if	applicable.The	partners	of	a	partnership	firm	have	to	declare	how	much	salary,	commission,	bonus,	and	fees	the	partners	will	receive.In	the	partnership
deed,	the	partners	have	to	clearly	mention	the	rights	and	duties	of	the	partners.Arbitration/Mediation	means	that	if	any	dispute	arises	between	the	partners,	then	how	will	they	solve	their	problem	and	who	will	play	the	role	of	mediator	in	the	mediation.	Partners	have	to	mention	about	arbitration	in	the	partnership	deed.Note:	The	above	does	not
mention	the	contents	of	the	Partnership	Deed	in	full.Read	Also:Ans:	Partnership	deed	is	an	agreement	between	the	partners	stating	the	terms	and	conditions	and	it	is	signed	by	all	the	partners.In	simple	language,	partnership	deed	is	an	agreement	between	the	partners.	Everything	that	is	necessary	to	run	a	business	is	written	in	it	like	what	will	be	the
nature	of	the	business,	who	will	participate	in	the	business	to	what	extent	etc.Ans:	According	to	Eric	L.	Kohler	Partnership	deed	is	an	instrument	drafted	and	signed	by	partners	for	defining	the	various	rules	and	regulations	of	the	firm.Ans:	Following	are	the	features	of	partnership	deed:1.	Name	of	the	Firm2.	Place	of	Business3.	Details	of	Partners4.
Nature	of	Business5.	Duration	of	Partnership6.	Profit	Sharing	Ratio7.	Partners	Loan8.	Partner	Drawings9.	Interest	in	Drawing10.	Interest	on	Capital11.	Partners	Salary	and	Commission12.	Powers,	Duties	of	Partners13.	ArbitrationA	partnership	deed,	often	known	as	a	partnership	agreement,	is	a	legal	document	that	defines	the	terms	and	conditions
governing	the	partnership	between	individuals	who	have	agreed	to	conduct	business	together	as	a	partnership	firm.	This	deed	typically	includes	detailed	information	on	the	type	of	partnership	(such	as	general	or	limited),	the	responsibilities	of	each	partner,	profit	and	loss	distribution,	and	management	policies.	The	partnership	deed	is	essential
because	it	outlines	each	partners	rights	and	obligations,	reducing	the	likelihood	of	future	conflicts.	It	provides	a	clear	legal	framework	within	which	the	partners	operate	and	serves	as	a	binding	contract	between	the	parties	involved.	A	well-drafted	partnership	deed	is	crucial	for	the	smooth	functioning	and	legal	validity	of	the	partnership	firm,
ensuring	that	all	partners	are	equally	protected	and	aware	of	their	duties.	The	importance	of	a	partnership	deed	in	the	formation	and	operation	of	a	partnership	firm	cannot	be	overstated.	This	legal	document	serves	as	the	foundation	for	the	business	relationship	between	partners,	establishing	clear	guidelines	and	expectations.	A	partnership	deed
typically	outlines	critical	aspects	such	as	capital	contributions,	profit-sharing	ratios,	duties,	responsibilities	of	each	partner,	and	protocols	for	resolving	disputes.	This	clarity	helps	in	preventing	misunderstandings	and	conflicts	among	partners,	ensuring	a	harmonious	working	relationship.	Additionally,	in	the	absence	of	a	partnership	deed,	the
partnership	firm	is	governed	by	the	default	rules	of	the	local	partnership	act,	which	may	not	always	align	with	the	partners	intentions.	Therefore,	having	a	partnership	agreement	allows	partners	to	customize	the	terms	and	conditions	of	their	partnership	according	to	their	specific	needs	and	preferences,	providing	a	sense	of	security	and	predictability
in	the	business	operations.	A	partnership	deed,	whether	for	a	general	partnership	or	a	limited	liability	partnership,	serves	as	a	comprehensive	guidebook	for	the	governance	of	the	partnership	firm.	This	deed	typically	includes	crucial	information	such	as	the	name	and	address	of	the	firm	and	its	partners,	the	nature	and	scope	of	the	business,	the
duration	of	the	partnership,	and	the	capital	contribution	by	each	partner.	It	delineates	profit	and	loss	sharing	ratios,	responsibilities	and	powers	of	each	partner,	and	policies	for	withdrawal	or	addition	of	partners.	Critical	clauses	regarding	the	limited	liability	of	partners,	if	applicable,	and	dispute	resolution	mechanisms	are	also	integral	parts	of	the
deed.	These	elements	ensure	that	each	partner	understands	their	financial	involvement	and	operational	role,	reducing	risks	and	ambiguities.	Additionally,	procedures	for	dissolution	of	the	partnership	firms	and	terms	regarding	the	distribution	of	assets	upon	dissolution	are	outlined,	thereby	providing	a	clear,	legally	binding	roadmap	for	the
partnerships	functioning	and	eventual	windup,	if	necessary.	Under	the	Partnership	Act,	an	oral	partnership	agreement	is	generally	considered	valid	and	can	form	the	basis	of	a	partnership	firm,	including	in	a	general	partnership	or	limited	liability	partnership.	However,	the	validity	and	enforceability	of	an	oral	deed	can	be	challenging	to	establish	in
the	event	of	disputes	or	misunderstandings	between	partners.	Without	written	documentation,	it	becomes	difficult	to	prove	the	terms	agreed	upon,	such	as	profit-sharing	ratios,	responsibilities,	and	limited	liability	clauses.	In	legal	contexts,	especially	when	disputes	arise,	the	lack	of	a	written	deed	means	reliance	on	memory	and	personal
interpretations,	which	can	lead	to	significant	complications	and	legal	battles.	Therefore,	while	oral	partnership	agreements	are	legally	valid,	its	strongly	advisable	to	formalize	the	partnership	terms	in	a	written	deed.	This	not	only	provides	clarity	and	a	reference	point	for	all	partners	but	also	ensures	enforceability	in	court,	significantly	mitigating	risks
associated	with	misinterpretations	or	forgotten	verbal	agreements.	The	registration	of	a	partnership	deed,	while	not	mandatory	under	the	Partnership	Act,	is	highly	recommended,	especially	for	limited	liability	partnerships.	Registration	offers	several	advantages:	it	makes	the	deed	a	public	document,	providing	greater	credibility	and	legal	standing	to
the	partnership	firm.	Registered	deeds	are	useful	in	the	case	of	disputes,	as	they	provide	a	clear,	legally	recognized	document	of	the	partnerships	terms	and	conditions.	The	process	involves	submitting	the	partnership	deed	to	the	Registrar	of	Firms	along	with	required	details	like	the	name	and	address	of	the	firm,	names	of	partners,	and	the	nature	of
the	business.	Once	registered,	the	partnership	is	recognized	as	a	legal	entity,	separate	from	its	partners,	which	can	be	particularly	beneficial	in	the	case	of	limited	liability	partnerships.	This	registration	helps	safeguard	the	partners	interests	against	any	future	disputes	or	legal	challenges,	and	it	also	aids	in	establishing	the	firms	credibility	when
dealing	with	third	parties,	such	as	banks,	investors,	and	suppliers.	Partnership	deeds	are	foundational	documents	that	dictate	the	terms	and	conditions	under	which	a	partnership	business	operates,	and	they	come	in	various	forms	under	the	Indian	Partnership	Act.	The	primary	types	include	the	General	Partnership	Deed	and	the	Limited	Partnership
Deed.	These	deeds	are	typically	drafted	on	non-judicial	stamp	paper	and	should	be	a	written	partnership	deed	to	ensure	clarity	and	legal	enforceability.	The	content	and	complexity	of	these	deeds	can	vary,	but	they	all	serve	the	critical	function	of	outlining	the	rights,	responsibilities,	and	liabilities	of	the	involved	partners,	as	well	as	the	operational
modalities	of	the	business.	Choosing	the	right	type	of	partnership	deed	depends	on	factors	such	as	the	degree	of	liability	partners	are	willing	to	assume,	the	nature	of	the	business,	and	the	management	structure	preferred.	Each	type	of	deed	has	distinct	implications	for	how	the	business	is	run	and	how	partners	interact	with	each	other	and	with
external	entities.	A	General	Partnership	Deed	under	the	Indian	Partnership	Act	is	a	contractual	agreement	between	partners	who	agree	to	manage	and	operate	a	business	based	on	mutually	agreed	terms	and	conditions.	In	a	general	partnership,	all	partners	have	unlimited	liability,	meaning	their	assets	can	be	used	to	settle	the	partnerships	debts	and
obligations.	This	deed	should	be	written	and	executed	on	non-judicial	stamp	paper	to	formalize	the	agreement.	It	typically	includes	details	like	the	name	and	nature	of	the	business,	capital	contributions	by	each	partner,	profit	and	loss	sharing	ratios,	and	rules	for	the	addition,	withdrawal,	or	expulsion	of	partners.	The	deed	also	outlines	the
responsibilities	of	each	partner,	operational	mechanisms,	and	dispute	resolution	methods.	Its	crucial	to	ensure	that	all	partners	have	a	clear	understanding	of	their	roles	and	obligations,	thereby	helping	to	prevent	conflicts	and	misunderstandings	in	the	partnership	business.	In	a	Limited	Partnership	Deed,	as	per	the	Indian	Partnership	Act,	the
partnership	consists	of	one	or	more	general	partners	with	unlimited	liability	and	one	or	more	limited	partners	whose	liability	is	restricted	to	their	investment	in	the	partnership.	This	type	of	deed	is	particularly	useful	for	investors	who	wish	to	benefit	from	the	earnings	of	the	partnership	business	without	being	involved	in	its	day-to-day	management	or
being	exposed	to	unlimited	liability.	The	written	partnership	deed,	executed	on	non-judicial	stamp	paper,	meticulously	details	the	structure	of	the	partnership,	explicitly	distinguishing	the	roles	and	liabilities	of	general	and	limited	partners.	It	includes	all	essential	terms	and	conditions	governing	the	operation	of	the	business,	such	as	capital
contributions,	profit-sharing	ratios,	management	duties	of	general	partners,	and	the	extent	to	which	limited	partners	participate	in	decisions.	This	deed	is	vital	for	protecting	the	interests	of	limited	partners	and	providing	a	clear	legal	framework	for	the	functioning	of	the	partnership.	The	format	of	a	partnership	deed	considered	a	crucial	legal
document,	is	structured	to	clearly	outline	the	terms	of	the	partnership.	This	document	typically	begins	with	an	introduction	of	the	partners	and	the	business,	followed	by	detailed	clauses.	Key	sections	include	the	name	and	nature	of	the	business,	the	capital	contribution	by	each	partner,	profit	and	loss	distribution,	and	the	management	and	operational
duties	of	the	partners.	It	should	clearly	state	the	duration	of	the	partnership,	the	provisions	for	admitting	new	partners	or	the	exit	of	existing	partners,	and	the	resolution	of	disputes.	For	partnerships	where	partners	have	limited	liability,	specific	clauses	addressing	this	limitation	must	be	included.	The	deed	concludes	with	a	dissolution	clause,
outlining	the	terms	under	which	the	business	may	be	dissolved.	This	document	needs	to	be	comprehensive	and	tailored	to	the	specific	partnership,	ensuring	clarity	and	legal	compliance.	The	registration	process	of	a	partnership	deed	begins	with	the	drafting	of	the	deed,	which	is	a	legal	document	outlining	the	terms	of	the	partnership.	Once	drafted,
the	deed	should	be	signed	by	all	partners	and	witnessed.	The	next	step	involves	submitting	the	deed	along	with	required	documents	(like	identity	proofs	of	partners,	address	proof	of	the	partnership	firm,	etc.)	to	the	Registrar	of	Firms	of	the	respective	state	where	the	business	is	located.	The	registration	is	not	mandatory	but	highly	recommended	for
legal	acknowledgment	and	to	enforce	the	rights	as	per	the	deed.	If	partners	have	limited	liability,	its	crucial	to	register	the	deed	to	protect	these	terms.	The	registration	process	can	vary	slightly	based	on	local	laws	and	regulations,	so	consulting	a	legal	expert	or	the	Registrars	office	for	precise	guidelines	is	advisable.	To	register	a	partnership	deed,
especially	for	a	limited	partnership,	the	following	steps	should	be	meticulously	followed	to	ensure	legal	compliance	and	recognition:	1.	Draft	the	Partnership	Deed:	Begin	by	drafting	the	partnership	deed,	detailing	the	nature	of	the	business,	capital	contribution	by	each	partner,	profit-sharing	ratio,	and	other	operational	rules.	2.	Execute	the	Deed:	All
partners	must	sign	the	deed,	making	it	a	legally	binding	document.	Execution	signifies	the	agreement	of	all	parties	to	the	terms	laid	out.	3.	Notarization:	While	not	mandatory	in	all	regions,	its	prudent	to	notarise	the	partnership	deed.	This	adds	a	layer	of	legal	authenticity.	4.	Gather	Required	Documents:	Collect	all	necessary	documents,	which
typically	include	proof	of	the	principal	place	of	business,	ID	proofs	of	partners,	and	the	partnership	deed.	5.	Submit	to	Registrar:	File	these	documents	along	with	the	deed	at	the	Registrar	of	Firms	in	the	state	where	the	business	is	located.	6.	Pay	Registration	Fee:	A	nominal	fee	is	usually	required	for	the	registration	process.	7.	Receipt	of	Registration
Certificate:	Once	processed,	a	certificate	of	registration	is	issued,	marking	the	completion	of	the	process.	Stamp	duty	charges	for	a	partnership	deed	are	mandatory	legal	compliance	and	vary	from	state	to	state	in	India.	These	charges	are	calculated	based	on	factors	like	the	total	capital	contribution	of	the	partnership	and	the	terms	of	the	partnership.
Generally,	the	deed	needs	to	be	drafted	on	non-judicial	stamp	paper	and	purchased	for	a	value	as	per	the	states	Stamp	Act.	Its	crucial	to	pay	the	correct	amount	of	stamp	duty	to	ensure	that	the	partnership	deed	is	a	valid	legal	document.	Failure	to	do	so	can	lead	to	the	deed	being	challenged	in	court	or	considered	inadmissible	as	evidence.	Partners
with	limited	liability	need	to	be	particularly	cautious	to	ensure	all	legal	compliances	are	met,	including	accurate	stamp	duty	payment,	to	avoid	any	future	disputes	or	legal	complications.	To	register	a	partnership	deed,	especially	a	limited	partnership	deed,	specific	documents	are	essential	for	a	valid	and	recognized	registration.	Firstly,	the	executed
partnership	deed	itself	must	be	submitted.	This	deed	should	be	comprehensive,	detailing	each	partners	contribution,	liability,	and	the	firms	operational	guidelines.	Identification	proofs	of	all	partners,	typically	government-issued	IDs	like	passports	or	drivers	licenses,	are	mandatory.	Additionally,	proof	of	the	principal	place	of	business	is	required;	this
could	be	a	rental	agreement	or	ownership	documents	of	the	business	premises.	In	some	cases,	you	might	need	to	notarise	the	partnership	deed	to	add	legal	credibility.	Certain	jurisdictions	might	demand	additional	documentation	or	forms	specific	to	their	registration	procedures.	Its	crucial	to	understand	and	comply	with	local	laws	regarding
partnership	deed	registration,	as	the	absence	of	a	properly	registered	deed	can	lead	to	legal	complications	and	affect	the	firms	credibility.	In	the	absence	of	a	partnership	deed,	the	provisions	of	the	Indian	Partnership	Act	1932,	govern	the	partnership.	This	default	arrangement	implies	that	all	partners	share	equal	responsibility	and	liability.	General
partners,	without	a	deed,	face	unlimited	liability,	meaning	their	assets	can	be	used	to	settle	business	debts.	Profits	are	divided	equally	among	the	partners,	regardless	of	their	capital	contribution	or	effort.	Decisions	must	be	unanimous,	which	can	lead	to	operational	inefficiencies.	Without	a	deed	specifying	terms,	partners	must	navigate	business
based	on	mutual	trust	and	verbal	agreements,	which	can	be	risky	and	lead	to	misunderstandings	or	disputes.	A	partnership	without	a	deed	often	faces	challenges	in	areas	like	dispute	resolution,	profit	sharing,	and	management	roles,	making	it	a	less	preferred	mode	of	business	collaboration.	Not	having	a	partnership	deed	can	lead	to	several	legal
implications.	In	such	scenarios,	all	partners	are	considered	general	partners	with	unlimited	liability,	meaning	if	the	business	incurs	debts	or	faces	legal	action,	the	personal	assets	of	the	partners	can	be	used	for	settlement.	This	poses	a	significant	financial	risk.	Legally,	in	the	absence	of	a	deed,	partners	must	follow	the	default	rules	of	the	Indian
Partnership	Act,	which	may	not	always	align	with	the	partners	intentions	or	the	practicalities	of	the	business.	Disputes	among	the	partners	might	end	up	in	court,	as	there	are	no	predetermined	guidelines	for	conflict	resolution.	Additionally,	without	a	written	agreement,	proving	the	terms	of	partnership	or	individual	contributions	during	legal	disputes
becomes	challenging,	potentially	leading	to	unfair	judgments.	Forming	a	partnership	without	a	partnership	deed	is	legally	possible	but	not	typically	advised.	To	establish	such	a	partnership,	partners	must	agree	verbally	on	the	basic	structure	and	operation	of	the	business.	They	should	discuss	and	mutually	understand	aspects	like	capital	contribution,
profit	sharing,	roles,	and	responsibilities.	However,	in	this	arrangement,	all	partners	are	considered	to	have	unlimited	liability,	and	any	partner	can	bind	the	partnership	to	a	contract	or	liability.	To	form	a	non-deed	partnership,	partners	must	register	their	firm	with	the	Registrar	of	Firms,	providing	personal	and	business	details.	Its	important	to	note
that	without	a	written	deed,	resolving	disputes	among	the	partners	and	managing	the	business	according	to	each	partners	expectations	can	become	complicated,	often	leading	to	reliance	on	the	general	law	governing	partnerships.	Resolving	disputes	without	a	partnership	deed	can	be	challenging	as	there	are	no	predefined	terms	to	guide	the
resolution	process.	In	such	cases,	the	Indian	Partnership	Acts	rules	become	the	default	mediator	among	the	partners.	This	might	result	in	equal	decision-making	power	for	all	partners,	regardless	of	their	contribution	or	stake,	potentially	leading	to	deadlocks	in	disagreements.	Partners	with	unlimited	liability	can	find	themselves	in	precarious
situations	if	disputes	escalate.	Mediation	and	negotiation	are	the	first	steps	in	dispute	resolution;	however,	if	consensus	isnt	reached,	the	matter	might	end	up	in	court.	This	not	only	strains	the	relationship	among	the	partners	but	can	also	impact	the	business	operationally	and	financially.	Its	advisable	for	partners	to	either	draft	a	deed	or	have	a	clear,
mutual	understanding	of	dispute	resolution	mechanisms	even	if	they	choose	to	operate	without	a	formal	deed.	Limited	Liability	Partnership	(LLP)	and	General	Partnership	are	two	distinct	forms	of	business	partnerships.	An	LLP,	recognized	by	a	specific	partnership	deed	format,	offers	the	advantage	of	limited	liability	for	its	partners,	meaning	their
assets	are	protected	from	business	debts.	Each	partners	liability	is	limited	to	their	contribution	to	the	LLP.	In	contrast,	a	general	partnership,	typically	formed	under	a	general	partnership	deed,	doesnt	provide	this	shield;	partners	have	unlimited	liability,	risking	personal	assets	for	business	obligations.	LLPs	require	a	more	formal	structure	and
adherence	to	regulatory	compliances,	including	partnership	deed	registration.	They	are	often	seen	as	more	credible	by	banks	and	investors.	Conversely,	forming	a	general	partnership	is	simpler	with	fewer	formalities	and	can	be	based	on	a	verbal	agreement,	though	formal	registration	and	a	written	deed	are	advisable	for	clarity	and	legal	purposes.
The	primary	difference	between	LLP	and	Partnership	lies	in	the	liability	and	the	structure.	In	an	LLP,	partners	are	not	personally	liable	for	the	debts	or	negligence	of	other	partners;	their	liability	is	limited	to	their	investment	in	the	partnership.	This	feature	is	particularly	critical	in	terms	of	financial	risk	mitigation.	LLPs	also	require	registration	with
relevant	authorities	and	are	subject	to	ongoing	compliance	requirements,	which	isnt	necessarily	the	case	with	general	partnerships.	General	partnerships,	governed	by	a	general	partnership	deed,	entail	that	each	partner	is	equally	liable	for	the	debts	and	obligations	of	the	business,	potentially	affecting	their	assets.	While	LLPs	provide	a	structured
approach	with	formalized	operations,	general	partnerships	offer	more	flexibility	and	ease	of	formation,	often	preferred	by	small	businesses	or	those	not	requiring	external	funding.Skip	to	content	:There	are	different	types	of	business	forms	used	in	the	world	such	as	sole	proprietorship,	partnership,	company,	etc.	Every	business	form	has	its	own
advantages	and	disadvantages.Sole	proprietorship	is	the	oldest	and	most	commonly	used	form	of	business	in	the	world.	There	is	no	clear	explanation	by	which	it	can	be	completely	defined.	Generally,	Sole	Proprietorship	is	a	sole	proprietorship	business	and	there	is	no	need	to	register	anywhere	unless	the	governing	authority	issues	any
guidelines.Note:	Sole	proprietor,	sole	proprietorship,	sole	proprietor	business,	sole	proprietorship	business	are	the	same.Sole	proprietorship	is	a	concept	in	business,	and	it	is	a	form	of	business.	Sole	proprietorship	business	is	run	by	a	single	person	and	that	person	enjoys	the	profits	and	bears	all	the	losses	of	the	business	and	that	person	is	called	the
owner	or	proprietor.	In	sole	proprietorship	business,	one	person	means	using	whose	name	the	business	is	being	run.In	simple	language,	a	business	that	has	only	one	owner	or	proprietor	(other	than	a	one-person	company)	is	called	a	sole	proprietorship	business.	Businesses	that	have	more	than	one	owner	are	either	partnerships	or	higher	business
forms.According	to	Davidson	The	sole	proprietor	carries	on	business	for	his	own	profit	bearing	all	the	risks.According	to	own	word	Sole	Proprietor	is	made	up	of	two	words	sole	and	proprietor	Sole	means	one	and	proprietor	means	person.	When	one	person	(other	than	a	one-person	company)	starts	a	business,	it	is	called	a	sole	proprietorship
business.Following	are	the	features	of	Sole	Proprietorship:A	sole	proprietorship	business	is	run	by	only	one	person	and	that	person	is	called	the	owner	or	proprietor.	In	sole	proprietorship	business,	one	person	means	using	whose	name	the	business	is	being	run.Sole	proprietorship	business	is	the	easiest	business	to	start	and	run	compared	to	other
types	of	businesses.	Anyone	can	start	and	run	it.	If	license	or	certificate	is	required	then	it	becomes	necessary	for	the	owner	to	have	Aadhar	card,	PAN	card	etc.In	a	sole	proprietorship	business,	the	liability	of	the	owner	is	unlimited	because	in	a	sole	proprietorship	business	the	owner	and	the	business	are	one	and	the	same.	If	the	business	assets	are
not	sufficient	to	repay	the	debt,	the	owners	personal	assets	are	used	to	repay	the	debt.In	a	sole	proprietorship	business,	the	owner	of	the	business	has	full	control	over	the	business	due	to	one	person.	In	the	eyes	of	the	law,	all	business	decisions	and	decisions	related	to	the	business	are	taken	by	the	business	owner,	even	those	taken	by	others.It	is	easy
to	close	a	sole	proprietorship	business	as	there	are	no	formalities	or	any	governing	laws,	just	settle	the	account	and	close	the	business.Any	person	can	enjoy	sole	proprietorship	business	as	there	are	no	formalities	unless	the	governing	authority	passes	any	rules	and	regulations.Read	Also:Ans:	Sole	proprietorship	is	a	concept	in	business,	and	it	is	a
form	of	business.	Sole	proprietorship	business	is	run	by	a	single	person	and	that	person	enjoys	the	profits	and	bears	all	the	losses	of	the	business	and	that	person	is	called	the	owner	or	proprietor.	In	sole	proprietorship	business,	one	person	means	using	whose	name	the	business	is	being	run.In	simple	language,	a	business	that	has	only	one	owner	or
proprietor	(other	than	a	one-person	company)	is	called	a	sole	proprietorship	business.	Businesses	that	have	more	than	one	owner	are	either	partnerships	or	higher	business	forms.Ans:	The	following	is	the	definition	of	sole	proprietor:According	to	Davidson	The	sole	proprietor	carries	on	business	for	his	own	profit	bearing	all	the	risks.According	to	own
word	Sole	Proprietor	is	made	up	of	two	words	sole	and	proprietor	Sole	means	one	and	proprietor	means	person.	When	one	person	(other	than	a	one-person	company)	starts	a	business,	it	is	called	a	sole	proprietorship	business.Ans:	Following	are	the	features	of	Sole	Proprietorship:1.	One	Person2.	Easy	to	Start3.	Unlimited	Liability4.	Full	Control5.
Easy	to	Close6.	No	FormalityA	partnership	Agreement	or	Partnership	deed	is	the	most	important	paper	or	document	in	Partnership.	It	includes	all	the	rights,	liabilities,	roles	of	each	partner,	and	also	govt.	rules.	Entrepreneurs	in	the	sole	proprietorship	or	partnership	have	some	predefined	goals	and	work	to	achieve	them.As	being	alone,	the	advantage
of	a	sole	proprietorship	is	that	there	is	no	need	to	note	down	anything.	All	decisions	are	made	by	the	owner.	But	in	partnership,	everything	must	be	discussed	and	written	in	Contents	of	Partnership	Deed	to	run	the	business	smoothly.The	partnership	agreement	may	be	oral	or	written	or	implied	conduct	of	parties.	One	of	the	most	important	attributes
of	the	partnership	deed	is	that	it	is	necessary	to	have	the	agreement	in	writing.	So,	in	case	of	dispute	or	misunderstanding	among	the	partners,	it	may	be	removed	according	to	the	provisions	of	this	document.It	must	be	drafted	by	a	lawyer	and	written	on	a	judicial	paper.	It	should	be	stamped	according	to	the	provision	of	the	Partnership.	Act	of	1932.
A	partnership	deed	must	be	signed	by	all	the	partners	concerned.	It	is	highly	advisable	to	register	the	partnership	deed	with	the	registrar.The	usual	provisions	which	should	be	contained	in	such	documents	are	as	follows:Name	of	the	firm	under	which	the	business	is	to	be	conducted.	It	may	be	any	name	you	choose.Nature	of	the	business	to	be
conducted	by	the	partners.	There	are	different	types	of	businesses	that	include	rendering	services,	making	products,	being	a	distributor	of	a	brand,	opening	a	retail	shop,	dealing	with	wholesale,	importing,	or	exporting	goods.	Anything	but	legal.Location	of	the	business	where	it	is	to	be	operated.	If	its	a	production	concern,	the	better	option	is	to	be	an
industrial	area	but	if	it	is	a	retail	shop,	go	to	the	market	where	people	come	and	buy	and	if,	it	is	a	service	providing	i.e.,	service	at	the	clients	doorstep	it	may	be	anywhere.List	of	partners,	their	names,	addresses,	and	other	particulars.	Who	are	the	partners	and	what	will	they	do.	The	best	practice	is	to	divide	departments	of	businesses	according	to
partners	expertise.	It	would	be	wrong	to	assign	human	resources	or	retailing	duty	to	a	partner	if	he/she	is	educated	with	Marketing	subjects.Duration	of	the	partnership;	whether	it	is	a	definite	period	of	time	or	an	indefinite	period	of	time.	It	is	mandatory	to	mention	indeed.	Sometimes	the	business	may	not	go	smoothly;	this	portion	of	the	partnership
deed	can	help	to	end	the	business	in	minutes	or	it	may	be	extended	or	rewritten	if	in	case	they	want	to	extendIt	is	an	important	partof	the	deed.	If	the	business	is	going	to	be	legally	listed	in	state	law.	The	date	of	business	starting	could	help	in	managing	all	responsibilities	and	other	tasks	of	business	including	accounts,	expenses,	payable	&
receivable.The	total	capital	of	the	firm	and	the	share	of	each	partner	in	the	capital	must	be	in	writing	to	equally	or	partially	distribute	on	closing.Usually,	it	is	the	same	as	the	ratio	of	capital	investment.	There	are	different	types	of	partners	according	to	their	job	natures,	capital	investment,	responsibilities,	their	practical	share	in	the	business.	This	is
why	the	ratio	of	sharing	profits	and	losses	of	each	partner	should	be	noted	indeed.Do	you	think	to	take	permission	of	withdrawing	profit	or	capital?	In	partnership	deed,	it	is	mentioned	in	two	termsWhat	profit	percentage	owners	can	withdraw	from	the	business	per	month	or	yearWhat	monthly	amount	anyone	can	take	out	on	the	monthly	or	yearly
basisNot	in	sole	proprietorship	but	in	the	partnership	it	may	be	discussed	to	charge	a	profit	on	the	invested	amount.	The	invested	amount	in	business	can	be	invested	in	some	other	business	or	deposited	into	a	bank	to	get	monthly/yearly	profit.	Thats	why	a	few	businesses	or	shareholders	can	demand	interest	depending	upon	the	amount	and	expected
ROIAt	good	businesses,	there	are	fewer	chances	of	withdrawing	profit	from	a	business.	The	best	practice	is	to	set	a	monthly	fixed	salary	for	each	stakeholder.	Salaries	may	depend	on	capabilities,	capacities,	roles,	and	roles.Of	course,	investors	can	not	manage	every	part	of	a	business.	There	are	multiple	working	in	businesses	from	raw	material
purchases	to	finished	products	sales	and	recoveries.	In	a	partnership	contract,	it	is	mentioned	which	partner	will	do	what	part	of	the	business	and	what	would	be	their	specific	roles.	Interference	in	other	works	could	be	supplementary.Few	businesses	do	share	a	specific	part	of	the	profit	to	employees.	Its	not	their	monthly	salary;	its	add-on	or	extras	to
please	workers	to	motivate	them	to	perform	duties	well.	An	employee	may	be	demotivated	with	time.	Such	incentives	could	be	energizing.	It	so,	it	should	be	entitled	indeed.Small	or	Large	businesses	can	have	more	than	one	branch.	If	so,	those	details	are	noted	down	on	contract	papers	including	locations,	branch	roles,	branch	responsibilities,	and	not
exceeding	predefined	monthly	expenses.Which	bank	to	be	selected	for	all	business	transactions	like	Royal	Bank	of	Scotland,	Bank	of	America	or	Santander.	This	may	include	signatory	authority	for	banking	purposes	and	the	number	of	accounts	to	be	opened	in	selected	branches	of	a	decided	bank.How	to	further	capital,	if	necessary	is	to	be	introduced.
Either	it	is	to	be	availed	through	bank	loans	or	partners	may	be	requested	for	further	investments.There	are	many	lop	holes	of	the	dishonest	employees	in	every	business.	This	reason	gave	birth	to	the	auditing	of	accounts.	There	are	more	chances	in	businesses	where	more	than	two	people	are	owners.	This	added	part	deals	with	provisions	regarding
the	preparation	audit	and	signing	by	the	partners	of	annual	accounts.Defining	things	before	the	problem	is	to	be	proactive.	This	provision	means	to	set	rules	regarding	retirements	of	adding	a	new	partner,	managing	debt	on	the	retirement	of	an	existing	partner,	how	capital	will	be	returned	to	investors,	and	other	long-term	decisions.This	deals	with
how	the	value	of	goodwill	is	determined	to	each	stakeholder.	Each	partner	has	a	special	role	in	a	business	that	and	accounts	will	be	cleared	of	a	retired	or	deceased	partner.Do	not	ignore	accounting	at	any	cost	because,	accountants	prepare	a	Profit	and	Loss	Statement,	the	Balance	sheet	at	the	end	of	the	fiscal	year	in	the	manual	accounting	system.	In
all	cases,	it	should	be	mentioned	in	contract	papers	to	evaluate	business	worth	after	a	specific	time.	With	increased	technology	and	advanced	accounting	software	everything	is	prepared	with	a	single	entry.Partner	is	different	according	to	their	rights,	duties,	investment	and	partnership	contract.	Each	partners	rights	and	duties	should	be	clearly
mentioned	in	the	contract	need	to	avoid	disputes.	In	general,	the	sleeping	partner	has	no	role	in	business	decisions	but	if	decided	earlier,	they	can	take	occasional	parts	in	seasonal	promoting	activities	or	else.Typically,	the	business	may	need	a	loan	in	the	future	after	startup.	Let	say,	a	manufacturing	concern	may	need	to	import	advanced	machinery
or	consumer	product-based	businesses	may	think	to	do	mass	level	advertising	to	boost	sales.	In	both	cases	or	others,	they	may	not	have	enough	funds,	plans	may	not	be	actionable.	This	clause	helps	such	situations	to	decide	whether	to	take	a	bank	loan,	if	so;	who	will	be	a	guarantor,	or	what	properties	should	be	pledged.	These	noted	details	take
business	decisions	smoother.The	hardest	thing	dissolution.	It	happens	in	most	of	the	partnership	businesses	just	because	of	extra	interference	or	business	losses.	This	content	of	deed,	if	decided;	could	help	partners	to	dissolve	everything	smoothly	and	by	Settlement	of	payable	and	receivable	accounts,	business	assets	distributions,	or	other	liabilities
and	credits	to	be	shifted	onDisputes	happen.	Business	is	an	ongoing	process	of	making	decisions,	implementing	strategies,	sorting	issues,	designing	new	products	and	services.	Partnership	business	is	a	combination	of	different	minds	and	every	mind	has	a	different	perspective,	thoughts,	and	observation.	In	those	disputes,	what	should	be	the	solution?
How	the	deficiency	in	the	capital	will	be	covered	at	the	insolvency	of	an	arty	partner.Definitely,	contracts	are	written	and	signed.	There	must	be	witnesses	of	agreement	in	partners.	Minimum	witnesses	may	be	different	according	to	your	state	law.	Witness	name,	contact	details,	and	authenticity	of	witness	with	their	Social	Security	number,	Country
citizenship	number	(they	are	the	real	human,	not	fake)	should	be	noted.Bitter	but	fact-based	disadvantages	of	the	partnershipinclude	dissolution.	In	those	cases,	how	to	dissolve	the	partnership	company,	either	it	is	to	be	done	by	state	law	in	court	or	by	mutual	consent	of	all	partners.Any	other	clause	or	clauses	which	may	be	found	necessary	at	any
time	may	be	contained	here	by	the	mutual	consent	of	all	the	partners.Lisa	is	a	passionate	travelers.	She	spends	3	months	every	year	visiting	different	places	worldwide.	She	has	visited	almost	every	famous	place	in	the	world.	She	herself	is	an	affiliate	bloggerA	partnership	firm	is	one	of	the	popular	types	of	organisations	for	starting	a	new	business	in
India.	A	minimum	of	2	partners	are	required	to	start	a	partnership	firm.	Partners	establish	a	partnership	firm	through	a	partnership	deed.	A	partnership	deed	is	an	agreement	between	the	partners	of	a	firm	that	outlines	the	terms	and	conditions	of	partnership	among	the	partners.What	is	a	Partnership	Deed?The	smooth	and	successful	running	of	a
partnership	firm	requires	a	clear	understanding	among	its	partners	regarding	the	various	policies	governing	their	partnership.	The	partnership	deed	serves	this	purpose.	The	partnership	deed	contains	various	terms	such	as	profit/loss	sharing,	salary,	interest	on	capital,	drawings,	admission	of	a	new	partner,	etc.	in	order	to	bring	clarity	to	the
partners.A	deed	of	partnership	also	known	as	a	partnership	agreement	is	a	legal	document	signed	by	two	or	more	partners	who	come	together	and	decide	to	run	a	business	for	profit.	The	partnership	deed	helps	to	resolve	any	disagreement	or	conflict	which	arises	between	the	partners	regarding	the	partnership	norms.	The	purpose	of	a	partnership
deed	is	to	give	a	clear	understanding	of	the	roles	of	all	partners,	ensuring	the	smooth	running	of	the	operations	of	the	partnership	firm.Partnership	Deed	FormatDownload	Word	FormatDownloadDownload	PDF	FormatDownloadImportance	of	a	Partnership	DeedA	partnership	deed	defines	the	position	of	the	partners	of	the	firm.	Below	is	the



importance	of	a	partnership	deed:It	helps	partners	to	define	the	terms	of	their	relationship.It	regulates	the	nature	of	business	and	liabilities,	rights	and	duties	of	all	partners.It	helps	to	avoid	misunderstandings	between	the	partners	since	all	of	the	terms	and	conditions	of	the	partnership	are	specified	in	the	deed.In	the	case	of	a	dispute	amongst	the
partners,	it	will	be	settled	as	per	the	terms	of	the	partnership	deed.There	will	be	no	confusion	between	the	partners	regarding	the	profit	and	loss	sharing	ratio	amongst	them.It	mentions	the	role	of	each	individual	partner.It	contains	the	remuneration	that	is	to	be	paid	to	partners,	thereby	avoiding	any	dispute	or	confusion.It	ensure	smooth	functioning
of	the	firm	as	the	terms	and	liabilities	between	partners	are	in	a	written	form.Types	of	Partnership	DeedsGeneral	Partnership	Deed:	The	general	partnership	deed	contains	the	terms	and	conditions	of	a	general	partnership,	where	each	partner	shares	equal	responsibility	for	the	management	of	the	firm	business	and	are	jointly	liable	for	debts	or
obligations.Limited	Partnership	Deed:	The	limited	partnership	deed	establishes	a	limited	partnership,	which	includes	general	and	limited	partners.	The	general	partners	have	unlimited	liability	for	the	debts	of	the	partnership	firm,	while	the	limited	partners	have	limited	liability	and	do	not	participate	actively	in	the	management	of	the
business.Contents	of	a	Partnership	DeedThe	partnership	deed	contains	the	following	details:The	partners	of	the	firm	should	decide	the	firms	name	which	adheres	to	the	provisions	of	the	Partnership	Act.	The	firm	name	is	the	name	under	which	the	business	is	conducted.The	deed	should	include	details	of	all	the	partners,	such	as	their	names,
addresses,	contact	number,	designation,	and	other	particulars.The	deed	should	mention	the	business	that	the	firm	undertakes.	It	may	be	dealing	with	producing	goods	or	rendering	services.The	deed	should	mention	the	duration	of	the	partnership	firm,	i.e.	if	the	firm	is	constituted	for	a	limited	period,	for	a	specific	project	or	for	an	unlimited
period.The	deed	should	contain	the	principal	place	of	business	where	it	carries	on	the	partnership	business.	It	should	also	mention	the	names	of	any	other	places	where	it	conducts	business.Each	partner	will	contribute	an	amount	of	capital	to	the	firm.	The	entire	capital	of	the	firm	and	the	share	contributed	by	each	partner	are	to	be	mentioned	in	the
deed.The	ratio	of	sharing	profits	and	losses	of	the	firm	amongst	partners	should	be	noted	in	the	deed.	It	can	be	shared	equally	amongst	all	partners,	or	according	to	the	capital	contribution	ratio	or	any	other	agreed	ratio.The	details	of	the	salary	and	commission	payable	to	partners	should	be	mentioned	in	the	deed.	The	salary	and	commission	can	be
paid	to	the	partners	based	on	their	role,	capabilities	or	any	other	capacity.The	drawings	from	the	firm	allowed	to	each	partner	and	interest	to	be	paid	to	the	firm	on	such	drawings,	if	any	should	be	mentioned	in	the	deed.The	deed	should	mention	whether	the	business	can	borrow	loans,	the	interest	rate	of	loans,	properties	to	be	pledged,	etc.	It	can	also
mention	if	a	partner	of	the	firm	can	borrow	loans	from	the	business	or	not.Duties	and	obligations	of	partnersThe	rights,	duties	and	obligations	of	all	the	partners	of	the	firm	should	be	mentioned	in	the	deed	to	avoid	future	disputes.Admission,	death	and	retirement	of	partnersThe	deed	should	mention	the	date	of	admission	of	the	partner,	the
regulations	governing	the	admission	of	a	new	partner,	resignation,	or	changes	after	the	death	of	a	partner	of	the	firm.The	deed	should	contain	details	about	the	audit	procedure	of	the	firm.	It	should	mention	the	details	of	how	the	partnership	accounts	are	to	be	prepared	and	maintained.Note:	The	above	contents/clauses	are	general	clauses	and	there
may	be	some	other	clauses	that	can	be	added	to	the	partnership	deed.How	to	Draft	a	Partnership	Deed?The	partnership	deed	can	be	oral	or	written.	However,	it	is	better	when	the	partnership	deed	is	written	since	it	helps	to	avoid	any	future	conflict	and	is	also	useful	for	tax	purposes	and	registration	of	the	partnership	firm.	The	partnership	deed	can
be	drafted	by	all	the	partners	after	coming	to	a	mutual	agreement	regarding	the	clauses	of	the	deed.	Below	are	the	points	to	be	kept	in	mind	while	drafting	the	partnership	deed:The	deed	should	contain	the	clauses	as	mentioned	above.It	must	be	executed	by	at	least	two	or	more	partners.It	should	be	drafted	by	mutual	agreement	between	the
partners.Ambiguous	clauses	and	sentences	must	be	avoided.	The	clauses	must	clearly	state	the	details/description.It	should	be	printed	on	an	e-stamp	paper	of	a	value	of	Rs.200	or	more.It	should	be	signed	by	all	the	partners	on	all	pages	of	the	deed.Partnership	Deed	RegistrationThe	partnership	deed	is	registered	under	the	Indian	Registration	Act,
1908.	It	must	be	printed	on	non-judicial	stamp	paper	with	a	value	of	Rs.200	or	more	based	on	the	capital	of	the	partnership	firm.	It	has	to	be	signed	by	all	the	partners	and	each	partner	should	have	a	copy	of	the	partnership	deed.After	the	deed	is	signed	by	the	partners,	it	must	be	registered	with	the	Sub-Registrar/	Registrar	Office	of	the	jurisdiction
where	the	partnership	firm	is	located.	The	stamp	duty	for	registering	the	partnership	deed	varies	from	state	to	state.	The	respective	states	Stamp	Act	prescribes	the	stamp	duty	to	be	paid	to	the	Sub-Registrar	at	the	time	of	registration.	The	notarization	of	the	partnership	deed	is	required	along	with	its	registration.	The	registration	of	the	partnership
deed	makes	it	legally	valid.Steps	to	Register	Partnership	DeedStep	1:	Draft	the	partnership	deed	on	stamp	paper	and	get	it	signed	by	all	the	partners.Step	2:	Make	an	appointment	with	the	Sub-Registrar/	Registrar	Office	and	get	the	deed	registered	and	notarized.	Ensure	witnesses	are	present	at	the	Office	of	the	Sub-Registrar/	Registrar	to	affix	their
signatures	to	the	deed.Step	3:	Submit	the	Partnership	Deed	along	with	the	required	documents	to	the	Registrar	of	Firms.Step	4:	Get	the	Partnership	Firm	Registration	Certificate	from	the	Registrar	of	Firms.Documents	Required	for	Partnership	Deed	RegistrationThe	documents	required	for	registration	of	a	partnership	deed	are	as	follows:PAN	card	of
all	the	partners.Address	proof	of	all	the	partners,	such	as	voter	ID,	Aadhar	card,	driving	licence,	etc.Address	proof	of	the	firmRelated	ArticlesDocuments	Required	for	Partnership	Registration	in	IndiaPartnership	Firms	Registration	Procedure	Under	Indian	Partnership	ActPartnership	Firm	Tax	Return	Filing	eFile	Procedure	Can't	get	yourself	started
on	taxes?	Get	a	Cleartax	expert	to	handle	all	your	tax	filing	start-to-finish	Get	Cleartax	expertise	now	Is	an	oral	partnership	deed	valid?Is	a	partnership	deed	required	for	partnership	firm	registration?What	is	the	stamp	duty	on	partnership	deed?Should	the	partnership	deed	be	registered?Does	a	partnership	deed	need	to	be	notarised?Can	a
partnership	deed	be	changed	or	modified?

What	is	a	deed	of	a	partnership.	What	is	a	deed	of	partnership	in	business.	What	is	partnership	deed	explain	its	contents.


