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Definition of Partnership: A partnership is a formal arrangement in which two or more parties cooperate to manage and operate a business. Various partnership arrangements are possible in which all partners might share liabilities and profits equally or some partners may have limited liability. Not every partner is necessarily involved in the management and day-to-day operations of the venture, such as in the case of a “silent partner”. In some jurisdictions, partnerships enjoy favorable tax treatment relative to corporations. 
According to Section 4 of the Partnership Act,1932,’’Partnership is a relation between persons who have agreed to share the profits of a business carried on by all or any of them acting foe all”.
Persons who have entered into 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".
Characteristics of Partnership: 
2 or More Persons: In order to manifest a partnership, there should be at least 2 persons possessing a common goal. To put it in other words, the minimal number of partners in an enterprise can be 2.
 Agreement: It is the outcome of an accord between 2 or more people to regulate business and share its gains and losses. The agreement (accord) becomes the basis of the association between the partners. Such an agreement is in the written form. An oral agreement is evenhandedly legitimate. In order to avoid controversies, it is always good, if  the partners have a copy of the written agreement
Section 5 of The Partnership Act, 1932 states that “The partnership does not arise from the status of the law or the operation of the law but is the result of the agreement”.

Sharing of Profit: Another significant component of the partnership is, the accord between partners has to share gains
Mutual Agency: Relations with a mutual agency means that all or any partner must conduct a company’s business. A partner is an agent of the other partner and can thus bind another partner through his act. A partner is also principally responsible for the actions of the other partners of the company.
What are the different types of partnership?
Partnership at Will
If there is no clause to establish a partnership at the expiry of such a partnership, it is referred to as a partnership at will. In accordance with Section 7 of The Partnership Act, 1932, two conditions have to be met for a partnership to be a partnership at will and they are:
There is no agreement on a fixed period for the existence of a partnership.
No provision is made for establishing a partnership.
If a partnership has been established and continues to operate beyond the fixed period, the partnership will become a partnership at will after the end of that term.
Particular Partnership
A partnership can be formed for ongoing business or for a particular purpose. If the partnership is only formed to carry out one company or complete one undertaking, it is known as a particular partnership.
The partnership will be dissolved after the completion of the said venture or activity. The partners may, however, come to an agreement to continue the said partnership. But in the absence of this, when the task is complete, the partnership ends.
Partnership for a Fixed Term
Now, during the establishment of a partnership, the partners may agree on the duration of this arrangement. This would mean that the partnership was established for a fixed period of time.
Therefore, such a partnership will not be called a partnership at will, it will be a partnership for a fixed term. The partnership ends after the expiration of such a duration.
However, there may be cases where the partners continue their business even after the expiry of the duration. They continue to share profits and there is a component of a mutual agency. Then in such a case, the partnership will be at will.
General Partnership
When the purpose of forming the partnership is to carry out the business in general, it is said to be a general partnership.
Unlike a particular partnership, in a general partnership, the scope of the business to be carried out is not defined, so all the partners are accountable for all the actions of the partnership.


Kinds of Partners: There are the various kinds of partners. Every kinds of partner are distinct from the other partner. There are discussed below:
1. Active or actual partner: Partners actively engaged in the conduct of the business are known as “active’ or ‘actual’ or ostensible partners. Every such partner has a right to bind other partners of the firm by their acts done in the ordinary course of business and in the name of the firm. If such a partner wants to retire, he must give public notice of his retirement from the firm in order to free himself from liability for acts of their retirement.
2. Dormant or Sleeping partner: Dormant or sleeping partner is one who does not take any part in day-to-day affairs of the business. He contributes his capital and shares the profits and losses of the business. He does not directly involved in the day to day activity of the business.
3. Nominal Partner: He is that partner who neither invests capital nor does participate in profits and losses of the film as partner. He lends his name to enhance the good will of the concern. He does not have any contractual relationship with other partners. But he is equally responsible to the third parties for the acts of the firm.
4. Partners in profits only: He is that partner who shares the profit of the firm, but is not liable for losses. But he is equally liable like other partners to the third parties for the acts of the firm. He is not allowed to take part in day to day management of the business.
5. Sub-Partner: When a partner agrees to share of profit in a partnership firm with the outsiders, such an outsider is called a sub-partner. The sub-partner has neither any right against the firm or other persons, nor he is liable for any acts for the firm or other partners. He is also not liable to the third parties. He has no right to copy or inspect the books of accounts of the firm. Such a partner actually does not exist in reality and hence his discussion is of academic interest only.
6. Partners by estoppels or Holding out: Partner by estoppels is a partner who by words, written or spoken represents himself or knowingly permits himself to be represented as a partner. Actually he is not a partner, but deemed to be partner in the firm by his activity. He is held liable to other who had advanced money to the firm on such representation. He has no right as a partner in the firm.

FORMATION OF PARTNERSHIP

A partnership is a business arrangement in which two or more people own an entity, and personally share in its profits, losses, and risks. The exact form of partnership used can give some protection to the partners. A partnership can be formed by a verbal agreement, with no documentation of the arrangement at all. However, there may be subsequent disagreements among the owners at a later date, so it makes sense to create a written document that states how certain situations are to be handled.

Partnership Deed
Partnership deed is an agreement between the partners of a firm that outlines the terms and conditions of partnership among the partners. A partnership firm is one of the popular types of organizations for starting a new business. The smooth and successful running of a partnership firm requires clear understanding among its partners regarding the various policies governing their partnership. The partnership deed serves this purpose. It specifies the 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.

Contents of Partnership Deed
This partnership deed will contain all the conditions and the legalities of the partnership deed. It will provide a guiding basis for all future activities. And in case of a dispute or legal proceedings, it can also be used as evidence. A general partnership deed will contain the following information,
· The agreed name of the Partnership Firm. Please note that such a name cannot have the words “company” or “private company” in it.
· The nature of the business will also be mentioned in the deed
· Date of commencement of such business
· The place of business, i.e addresses of main office or branch offices if any, where communication can be sent
· The duration of a partnership if it is a partnership for a specific purpose or time. If it is a partnership at will then no such duration will be mentioned
· Contribution to the capital of all the partners
· Profit sharing ratio. However, if no ratio is given it is assumed that the profit is shared by all the partners equally.
·  Salary of all active partners
· Interest on contribution and the interest on drawings (must be according to the provisions of the Partnership Act 1932)
· Terms and conditions of the retirement or expulsion of a partner, and the terms to continue the partnership after such an incident
· The day-to-day functioning of the firm and the distribution of the managerial duties among the partners
· Preparation of the firm’s accounts and the provisions for internal and statutory audit
· Procedure for voluntary or forced dissolution of the firm
· Guidelines for solving any disputes and arbitration process to be followed


Duration of Partnership
From the duration point of view the partnership may be classified into the following two categories;
· Partnership at will:  means a partnership in which the partners have not agreed to remain partners until the expiration of a definite term or the completion of a particular undertaking. In other words, it is a partnership that can be dissolved by any partner at any time without any liability.

· Particular partnership:  A partnership can be formed for carrying on continuous business, or it can be formed for one particular venture or undertaking. If the partnership is formed only to carry out one business venture or to complete one undertaking such a partnership is known as a particular partnership.

Registration of Partnership
As per the Partnership Act 1932, it is not compulsory to register a partnership firm. The firm does not have a separate legal identity and registration will not alter this fact. However, registration is the definite proof of the existence of the firm and its legality.
Non-registration of a firm has some real-life legal consequences for the partners and the firm itself. So it is always advisable to draw up a written partnership deed and register the firm with the Registrar of Firms. The consequences of not doing so are as follows,
· The firm cannot file legal proceedings against any third party for any situation. For example, if the client has not paid his dues to the firm, the firm cannot sue him if it is unregistered.
· An unregistered firm cannot fail a case against a partner for any reason (like mismanagement, theft etc)
· A partner of an unregistered firm cannot file a suit against one of the other partners either.


Procedure of Registration under Section-58 of Partnership Act
According to section 58 of the Partnership Act 1932, there is no time limit as such for the registration of a firm. The firm can be registered on the date when it is incorporated or any such date after so. The requisite fees and fines must be paid. The procedure for such a registration is as follows,
1] Application to the Registrar of Firms in the prescribed form. Nowadays this facility is even available online. Such an application must contain certain basic details about the firm such as,
· Name of the Partnership Firm
· Name and address of all partners
· Place of business (address of main and branch offices)
· Duration of the partnership
· Date of joining of partners
· Date of commencement of business

2] The duly signed copy of the Partnership Deed (which contains all the terms and conditions) must be filled with the registrar
3] Deposit/pay the necessary fees and stamp duties
4] Once the registrar approves the application, the firm will be entered into the records. And the registrar will also issue a certificate of incorporation.
And this is how the process of registration will be completed and the firm will attain legal recognition.
Effects of Non-Registration:
According to section 69 of the Partnership Act 1932, if a partnership firm is not registered, then the firm and partners will have to be deprived of the following advantages:
1. The firm cannot file a suit against the third party.
2. No partner can file a suit against other partners of the firm.
3. The firm cannot file a suit against any partner.
4. A partner cannot file a suit to enforce a right arising from the contract or conferred by the Partnership Act against the firm.
5. Third parties can file a suit against the firm to enforce their rights.

Exceptions under Section-69 of Partnership Act
Non-registration of a firm does not, however, affect the following rights, namely;
1. The rights of the firm or its partners having no place of business in Bangladesh.
2. to any suit or claim of set-off not exceeding one hundred Taka in value which, is not of a kind specified in the Second Schedule to the 6[ * * *] Small Cause Courts Act, 1887, or to any proceeding in execution or other proceeding incidental to or arising from any such suit or claim.
