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INCOMING AND OUTGOING PARTNERS IN A FIRM 

Stuti Kushwaha* 

The Partnership is so-called a contract that has been defined under Section 4 of the Indian 

Partnership Act 1932. Under this section, a partnership can be defined as a contract between 2 

or more authorized persons according to their will. Understanding that there will be profit 

sharing between the partners and investing their capital, skills, and money in the business. 

There may be other general categories to distinguish between the partners but Incoming and 

Outgoing Partners are the two basic categories that define the types of partners in a Partnership 

Firm.  

WHO IS THE PARTNER? 

Section 4 of the Partnership Act of India, of 1932 defines “Partnership” as “a relationship 

between individuals who agree to share the business interests of one or all of them, present on 

behalf of all”. And in the same way, it defines a Partner, as who enters into such a partnership 

with another person. In other words, general partners are people who work collectively for a 

common business to share profits. Now, it’s important to note what a Partnership Deed is. It is 

a tool that formalizes the agreed terms of a partnership by partners. It can be written or spoken, 

but in any case, creates a legal agreement. There are a total of nine types of partners in a 

company. It Including:  

1. Active Partner 

2. Dormant Partner 

3. Major Partner 

4. Minor as a Partner 

5. Nominal Partner 

6. Quasi Partner 

7. Salaried Partner 
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8. Senior Partner 

9. Sleeping Partner 

However, based on the effect of the deed, there are two other types of partners, namely 

Incoming and Outgoing Partners. New partners are Incoming Partners while Outgoing Partners 

can be retiring or outgoing, insolvent, or deceased partners. Chapter V of the Indian Partnership 

Act, of 1932 clearly sets forth the rights and liabilities of these Incoming and Outgoing 

Partners. 

INCOMING PARTNERS: 

An Incoming Partner can be defined as a partner who has recently joined the company with the 

consent of all the partners. However, the onboarding of such new members is subject to any 

procedure which has been already established by the firm and its already existing members to 

adopt any new member. Moreover, the rules regarding the inclusion of new members into the 

firm find their place under Section 31 of the Partnership Act, of 1932. Fundamentally, new 

members can only be admitted to the firm with the consent of all the members existing in the 

firm. Furthermore, once a person is admitted as a partner to the firm then he shall be jointly 

liable to the acts of the form only taking place from the date at which he has joined the firm. 

Therefore, it can be said that the legal liabilities of the partners who have recently joined begin 

only after he is admitted to the firm and not before that. 

PARTNER REFERRALS:  

Subject to Section 31 (1), no person shall be present as a partner in a firm without the consent 

of all the partners existing in the firm, based on the contract between the partners and to the 

terms of Section 30. 

LIABILITY OF A NEW PARTICIPANT: 

 According to Section 31 (2), a person put in place as a partner in a firm does not become 

responsible for any act the firm has done prior he become a partner in the firm, based on the 

requirement of Section 30. Therefore, the liability of the new partner starts from the day he 

enters the company. 

OUTGOING PARTNERS: 
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A Retired or Outgoing Partner can be defined as a partner who has retired or left the company 

or left the partnership firm, and the business is carried on by the remaining partners. 

Under the Indian Partnership Act, of 1932, there are four possible situations where a partner is 

single or dismissed from the company. Its legitimacy is regulated by Sections 32, 33, 34, and 

35 of the partnership act. These are: 

1. Retirement of a Partner (Section 32) 

2. Removal or Expulsion of a Partner (Section 33) 

3. Bankruptcy or Insolvency of a Partner (Section 34) 

4. Liability or Debt of deceased Partner (Section 35) 

RETIREMENT OF A PARTNER: 

 Section 32 of the Act covers a partner’s retirement. 

1. Partner may retire as follows: 

a) consent of all the other partners; 

b) the express consent of the partners; or 

c) if the partnership is voluntary, notify all other partners of their intention to resign in writing.  

2. The departing partner may be relieved of liability to third parties for the actions of 

the company prior to retirement by contracts he enters into with third parties and partners of 

the established company, which may mean: You will be reinstated by the company after 

learning of the course of business between such third parties and the fact of your resignation. 

3. Notwithstanding the Partner's departure from the Company, he and the Partner remain liable 

to third parties as Partners for all actions performed by the Partner. before announcement. 

Regarding retirement. However, retired partners are not liable for third parties doing business 

with the company without knowing that they are partners. 

4. Notice under subsection (3) may be given by the withdrawing partner or any partner of 

the reorganized company. 
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REMOVAL OR EXPULSION OF A PARTNER: 

 Section 33 of the Act covers a partner’s removal. It states that partners can only be removed if 

the following conditions are met:  

1. A partner cannot be expelled from the company by a majority of the partners except in good 

faith exercising the authority granted by the agreement between the partners. 

BANKRUPTCY OR INSOLVENCY OF A PARTNER: 

 Section 34 deals with the bankruptcy or insolvency of the partner. When a partner is declared 

insolvent by a court, certain consequences occur:  

1. If a partner of a company is declared bankrupt, the partnership will be suspended 

from the date the court order is issued, regardless of whether the company has been 

liquidated in this regard. 

2. The provisions of Section 32(2), (3), and (4) apply to the excluded partners as if they 

were former partners. 

3. If the company is not dissolved due to the member's recognition of insolvency under 

the agreement between the members, the assets of the member recognized as such are 

not responsible for any actions of the company, and the company shall not be liable 

for bankruptcy We are not responsible for your actions. 

LIABILITY OR DEBT OF DECEASED PARTNER:  

Section 35 deals with the deceased person's personal property obligations. In principle, the 

partnership ends with the death of the partner, but if there is an agreement between the partners 

to continue the partnership after the death of the partner, the surviving partner will continue to 

work for the company. After the deceased is released. Partner's property from liability for future 

actions of the company. In accordance with an agreement between the partners, if the company 

is not dissolved as a result of the death of a partner, the property of the deceased partner shall 

not be liable for any actions of the company occurring after death. 

RIGHTS OF OUTGOING PARTNER: 

http://www.jlrjs.com/


VOL. 2 ISSUE 1  Journal of Legal Research and Juridical Sciences  ISSN (O): 2583-0066 

www.jlrjs.com  419 

 

 Section 36 of the Partnership Act of India deals with the rights of a departing partner. It 

imposes certain restrictions but allows the retiring partner to do business in competition 

with the company. 

(1) RETIREMENT PARTNER'S RIGHT TO CONDUCT COMPETING BUSINESS: 

A retiring partner may engage in and promote any business that competes with that of 

the Company, provided that unless otherwise agreed, 

(a) use the name of the company; 

b) he cannot claim to be in business; 

(c) seek the habits of any person who was associated with the company before it ceased to be 

a partner; 

(2) TRADING RESTRICTIONS:  

Shareholders can agree with other shareholders not to conduct similar business with the 

company for a certain period of time or within certain geographical limits after they cease to 

be shareholders. Notwithstanding section 27 of the Indian Contracts Act, of 

1872 (September 1872), such contracts are valid if the limitations imposed are reasonable. 

RIGHT TO SHARE SUBSEQUENT PROFITS: Section 37 of the Indian Partnership Act 

1932 establishes a law concerning the liability of the surviving partner to use the assets of the 

partnership to carry on business on its own without settling the accounts of the partnership with 

the deceased partner's property or legal representative agreement. This clause states that if, 

after the death of a partner, the surviving partner continues in business without final settlement, 

the deceased partner's estate is entitled to such benefits. The true principle behind this is that 

there is a relationship of trust between the surviving partner and his former partner or his 

former partner's agent. Fairness does not permit the surviving partner to trade the retirement 

partner's property for their own benefit. Under the Halsbury Act, the assessment of a 

deceased partner's share must be made on the effective date, not the date of death. 

REVOCATION OF CONTINUING GUARANTEE: 

 Section 38 of the Indian Partnerships Act, of 1932 deals with the case of revocation of 

continuing guarantees granted to companies. The section provides that any continuing 
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warranties given to the company or any third party in connection with the company's 

transactions shall be revoked with respect to future transactions after the date of amendment of 

the company's articles of incorporation unless otherwise agreed. 

EFFECT OF AMENDMENTS 

Section 38 deals with the effect of amendments to a company's articles of association on 

continuing warranties, providing that amendments to a company's articles of association have 

the effect of revoking any continuing warranties made by that company or a third party. I'm 

here. parties relating to the Company's transactions from the date of amendment of the 

Company's Articles of Incorporation, unless otherwise agreed; The decisions in this section are 

based on established rules that changing the company's articles of incorporation without the 

consent of the surety changes the risk of the surety. The rules set forth in this section shall be 

construed so that any amendment to the articles of association of the company shall unless 

otherwise agreed, waive any continuing guarantees given to the company or any third party in 

connection with any future dealings of the company.  

CONCLUSION 

In a partnership agreement, a company conducts business when two or more people come 

together to perform specific obligations to each other and have specific responsibilities and 

obligations to each other and to the company. Certain circumstances may arise when an existing 

partner wants to leave the company or a new member wants to join the company. The Articles 

of Incorporation provide for the admission of new members, the circumstances in the event of 

a former partner leaving the company, and their rights and obligations after former members 

become former members of the company. 
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