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Partnership Firm Registration: Process,
Documents & Benefits

The registration of a partnership firm is a legal process that involves registering a business between two
or more persons for running and sharing profits. As per the Indian Partnership Act of 1932, all partners
belonging to it would share profit and their rights and liabilities. Although registration is not
compulsory, a registered partnership firm has legal protection, business credibility, and tax benefits. The
process includes drafting a partnership deed, submission of required documents, and obtaining a
partnership registration certificate from the Registrar of Firms. The legality of the firm makes it possible
to enter into contracts, raise loans, and solve disputes without any problem.

What is a Partnership?

A partnership is a legal business arrangement where two or more persons can pool up their resources to
run the business and share the profits as well as losses. The persons involved are called partners, and the
business is termed as a partnership firm. A partnership is not an independent legal entity like a company
or an LLP; that is, partners are liable for the firm's debts. The Indian Partnership Act of 1932 defines a
partnership as an agreement between two or more individuals with the mutual intention of sharing
profits derived from the business. This type of business is common in trading, legal firms, and
consulting businesses.

Key Features of a Partnership Firm
o A partnership firm is created through a mutual agreement between partners.
e A partnership deed determines the ratio of profit-sharing, duties and liabilities.
e The corporation is not subjected to any extensive legal formalities for being founded.

e The partner decision-making process is very swift as the business is controlled collectively by
the partners. However, partners have unlimited liability, and they have to bear losses personally.

What is Partnership Firm Registration?

Partnership firm registration is the legal registration of a business with the Registrar of Firms. Though
registration is not compulsory, an unregistered firm has several legal and financial constraints. A
registered partnership firm enjoys the right to file lawsuits, claim tax benefits, and enter contracts
legally. Registration requires partners to submit an application, partnership deed, proof of business
address, and identity documents. Once the same is approved, the Registrar of Firms issues a partnership
registration certificate, which proves the legal existence of the firm.

Registered vs. Unregistered Partnership Firms

A registered partnership firm has legal recognition and can enforce contracts in court, whereas an
unregistered firm cannot file lawsuits. Registered firms enjoy higher business credibility, making it
easier to obtain bank loans and government contracts. Tax benefits are available for registered firms,
while unregistered firms face limitations in claiming deductions.

Documents Required for Registration of Partnership Firm

To register a partnership firm, the required documents are submitted to the Registrar of Firms. All these
documents will ensure that the firm is not violating any regulations and that the firm is genuine.


https://plutuseducation.com/programs
https://plutuseducation.com/blog/partnership-business-is-known-as
https://plutuseducation.com/blog/what-is-partnership

(o) PLUTUS

EDUCATION

o The deed of partnership is the most essential document as it defines the operational activities of
the firm, the distribution of profit among the partners, and the partner's responsibilities.

« Identity proofs, including a PAN card, Aadhaar card, and passport, are also required.

o For business addresses, a rental agreement or utility bill is submitted.

e Asigned affidavit is required to confirm the genuineness of the partnership details.

o Ifthe firmis liable to pay GST, a GST registration certificate is also required.
Partnership Firm Registration Certificate

A partnership registration certificate is a legal document issued by the Registrar of Firms after
successful registration. It is official proof of the legal existence of the firm and business operations. The
certificate contains the name of the firm, registration number, date of registration, and business address.
This certificate is very vital for opening a business bank account, securing loans, and entering contracts.
A firm may face legal challenges and lose credibility over such credentials.

Registration Process of a Partnership Firm

The registration process of a partnership firm involves submitting necessary documents to the relevant
authority to obtain legal recognition. It ensures compliance with regulations, protects partners' rights,
and provides credibility to the business.

Step 1: Name of Unique Firm

The first procedure of the partnership firm registration process is to choose a unique name for the firm,
based on the concept that business identity has to be reflected in the selected name and should also be

according to the law. The name of a firm registered as a partnership firm cannot be the same or nearly

similar to any other name of an existing firm in the same industry.

Also, words such as "Emperor,” "Crown," "Empire," or any word that may suggest association or
approval by the government cannot be used in the name of a firm without the government's approval.
The partners should research the availability of the firm name through the database of the Registrar of
Firms or online portals for business names. A unique and legally compliant name avoids the rejection of
a firm during its registration and distinguishes the brand in the market.

Step 2: Drafting the Partnership Deed

A partnership deed is a legal document that states the rights, liabilities, and terms agreed to by the
partners. This forms the basis of the partnership firm and also helps avoid any future disputes between
the partners. The partnership deed should be drawn on stamp paper and signed in the presence of
witnesses by all the partners. It must contain the following:

e Firm's Name and Address: The name and address of the registered place of the firm.
e Partner's Details: His name, his address, and respective designation.
o Capital Contribution: The amount of money each partner would be contributing to the firm.

e Profit and Loss Sharing Ratio: Proportion agreed for sharing profits and losses among
partners.

« Duties and Liabilities: Each partner's role, authority to make decisions, and liabilities in the
business.

« Dispute Resolution: The process of settling disputes or differences between partners.

e Retirement and Dissolution Terms: The terms on which a partner may retire and for
dissolution of the firm.
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The properly drafted partnership deed avoids any miscommunication and ensures the smooth running of
the business. After completion, the document is required to be notarized; the copy is also filed along
with the registration application.

Step 3: Filing the Application for Registration

After finalization of the deed of partnership, this application to get a certificate for partnership firm
registration must be filed before the Registrar of Firms, whose register office is in the state in which the
firm is sited. Application Form, which is more popularly referred to as Form 1, should be carefully filled
in with their signatures from all the partners who must attach the following information to it-

o Name of the Partnership Firm

« Head/Principal Place of Business

o Names and Addresses of All Partners

o Company Establishment Date

o Partner's Term is Fixed Term/Indeterminate

The document, partnership deed, and required documents are to be submitted to the Registrar of Firms
either online or offline. Even some states, through their sites, provide the registration of a partnership
firm, where the process would be faster and easier. So, after filing, the receipt for acknowledgement
received is to be stored by the partners to track whether it has been submitted or not.

Step 4: Submission of Required Documents

To complete the process of registration of a partnership firm, the following documents are required to be
submitted to establish authenticity in the business. These include:

o Partnership Deed: Notarized copy of the signed agreement

e Application Form (Form 1): The form of registration which contains details about the firm.
o ldentity Proof of Partners: PAN card, Aadhaar card, voter 1D, or passport

o Affidavit Proof of Partners: Bank statement, utility bill or driving license.

o Proof of Business Address: Rental agreement, electricity bill or property tax receipt of the
business premises.

e GST Registration Certificate: In case the business falls under the ambit of GST, GST
registration details have to be furnished.

Submission of such documents will make the legal requirement valid and enable the Registrar to
validate the genuineness of the firm.

Step 5: The Testing by Registrar of Firms

After an application and its filed documents, the Registrar of Firms tests it to coincide with the Indian
Partnership Act 1932. The testing process includes;

« Name Availability check-up: Checking for something different and legally available for a firm
name.

e Reviewing Deed of Partnership: Reviewing its clauses to check whether they match with law
and regulations.

o Verification of Documents: Verify identity proofs, business address, and partners' financial
information.
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In case of discrepancies in the application, the Registrar can request for clarifications or rectification of
details. The partners must reply in time to avoid delay. The Registrar goes ahead with the registration
process once the details are found to be accurate.

Step 6: Issuance of Partnership Registration Certificate

On satisfactory verification, the Registrar of Firms registers the partnership firm formally and hands out
the Registration Certificate of a partnership firm. It is an essential piece of evidence of law showing
existence in itself and comprises

e Firm's Name

e Registration No.

e Registration Date

e Main Business Place

The business bank account needs to be opened, business loans applied for, legal contracts entered,
government tenders availed, and so on. In all these cases, a certificate of registration of the partnership
firm is required. It is to be safely kept and presented whenever needed to prove registration.

Step 7: Compliance and Post-Registration Formalities

Post incorporation, the partners need to complete some post-registration formalities to enable them to go
about their business successfully. Such formalities are the following:

e PAN Card for the Firm: The firm needs a PAN card to fill in tax returns and any other
monetary transactions.

o Registration under GST (applicable): The firm shall be required to register under GST if its
annual turnover exceeds the limit prescribed under the GST.

e Opening a Bank Account: A bank account by the firm ensures the transactions are carried out
efficiently. Depending upon the nature of the business, partners may require trade licenses, shop
establishment certificates or any such regulatory clearance in the country.

It is the case that post-registration requirements are fulfilled, which ensures the lawfulness and smooth
functioning of the firm in the marketplace. Timelines for Partnership Firm Registration

Estimated Time for Partnership Firm Registration

The time required for partnership registration differs according to state laws and the processing of the
documents. On average, drafting the partnership deed would take 1-2 days, and the application filling-up
process takes another 1-2 days. The Registrar of Firms verifies the documents, which usually takes 7-10
working days. In case of errors in the application, the registration will take another 5-10 working days.
The whole registration process should generally be done within 10-20 days.

Why Is Partnership Firm Registration Important?

Registration of a partnership firm provides legal protection. The partners can sue for their rights in court.
It enhances business credibility, therefore making lending and contracting easy. A registered firm can
sue third parties, unlike an unregistered firm. It further offers tax advantages: deductions under income
tax laws. Registration ensures smooth business operations and prevents litigation among the partners.

Advantages and Disadvantages of Partnership Firm Registration

Registering a partnership firm offers benefits like legal recognition, dispute resolution, and enhanced
credibility, but it also comes with drawbacks such as compliance requirements and potential legal
complexities. Understanding both advantages and disadvantages helps in making informed business
decisions.
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Advantages of Registering a Partnership Firm

A registered firm enjoys legal security, business credibility, and financial benefits. Partners can file
lawsuits, ensuring legal protection. Registration helps firms secure funding, as banks prefer registered
entities. Moreover, decision-making is quick since partners directly manage operations.

Disadvantages of a Partnership Firm

Partners have unlimited liability, meaning they are personally responsible for debts. A partnership firm
does not have perpetual succession, dissolving upon a partner's resignation or death. Raising funds is
challenging compared to companies or LLPs, as partnerships cannot issue shares.

Partnership Firm Registration Fees

Cost of Registering a Partnership Firm is that it vary by state, generally ranging between X500 to X5,000.
Additional charges include stamp duty on the partnership deed, which varies from 3200 to 32,000
depending upon the capital contribution. Drafting fees for the partnership deed in a lawyer's chamber
may vary from 1,000 to %5,000. Online registration services might charge extra for document
processing. The total registration cost of a partnership firm in India varies from 32,000 to 310,000 based
on legal and state-specific charges.

Is Registration of Partnership Firm Compulsory or Not?

The Indian Partnership Act of 1932 does not require partnership firm registration. However, an
unregistered firm cannot sue others, sue to enforce contracts, or avail of tax benefits. A registered firm is
entitled to legal security, credibility, and financial benefits. Even though most small firms do not register
themselves, it is strongly advised for the firms which wish to expand and sustain themselves.

[quillforms id="489" width="100%" ]
Effects of Non-Registration of Partnership Firm

An unregistered partnership firm experiences several disadvantages. Partners cannot claim against third
parties, which signifies that they cannot enforce a contract. Also, the company is not given legal
recognition to obtain loans as various banks and institutions prefer dealing with registered firms to grant
the loan. Apart from this, an unregistered firm cannot recover tax benefits and deductions, which results
in higher tax liabilities.

Partnership Firm RegistrationFAQs
1. Is registration of a partnership firm compulsory in India?

No, registration of a firm under the Indian Partnership Act of 1932 is not made mandatory. However, an
unregistered firm cannot sue third parties, enforce contracts, or claim tax benefits. It is always preferred
to register a firm for legal and fiscal benefits.

2. How long does it take to register a partnership firm?

The registration process takes around 10-20 days with respect to the state regulations and verification of
documents. If all the documents are correctly submitted, then the Registrar of Firms issues the certificate
of partnership registration within 7-10 working days; however, the online applications are processed
much quicker.
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3. What documents are required for partnership firm registration?

It may comprise a notarized partnership deed, PAN card of partners, address proof of partners, business
address proof and an application form (Form 1). If this applies, a GST registration certificate will be
provided.

4. What are the advantages of registering a partnership firm?

Registered partnership firms enjoy legal recognition and the ability to sue third parties, as well as
provide higher business credibility, tax benefits, and easier loans. In addition, registered firms can
participate in government tenders and contracts, which is not possible for unregistered firms.

5. Can | register a partnership firm online?

Yes, online partnership firm registration is available in several states. The process involves submitting
an online application, uploading scanned documents, and paying the registration fees. However, some
states still require physical verification and offline document submission.
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