CLA201V – Study Notes
Study Unit 1 – Partnerships

Def: An agreement between 2 & 20 persons whereby they each contribute something and have a common objective of making a profit.

A partnership does not have a legal personality

Exceptions:

· According to the rules of the court a partnership may be sued and sue in it’s business name

· Upon sequestration (process whereby assets of the insolvent debtor are taken under the custody of a trustee until debts are paid and other claims met) If the insolvent partnership is insolvent the trustee pays the debts from the partnership first prior to holding the partners liable the inverse is also true if partner is insolvent

Essential elements to a partnership agreement
· Each partner must make a contribution to the partnership (eg money, labour etc)

· The partnership must be carried on for joint benefit of the partners

· The partnership must have the objective of making a profit

Natural consequences

· Profits are shared in proportion to the value of the respective contributions
· Each partner has the power to represent the partnership in transactions falling with the scope of the business

· Partners will not compensation for their contributions (compensation lies in profit sharing)

Assets of a partnership form part of the partnership fund. If the partnership dissolves this fund is liquidated - assets of the partnership are sold, debtors collected & creditors paid thereafter the partners receive their individual share

