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Indian history

A 2003 Naresh Chandra Committee Report highlighted need for LLPs&
suggestedapplication of LLPsto Service industry, Chartered Accountants,

LawyersArchitects etc.

A 2005 JJIrani ExpertCommittee on CompanyLawrecommendedntroduction
of LLPssuggestedmallenterprisesbe includedin scopeof LLP& there should
be a separateLLPAct

A 2006 LLPBIllintroducedin Parliament

A 2007 Billreferred to ParliamentanyStandingCommittee(PS¢for examination

A 2008 LokSabhapassesNewLLFBill asrevisedby PSC
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Indian history

A 2009 LLPAct, 2008 receives presidential assent & is published in Official
Gazette
A 2009 LLPACt, 2008getsnotified w.e.f March31st, 2009
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Different Chaptersof the Act

A Chapterl-Preliminary(Ss 1 & 2)

A Chapterll-Natureof LLR(Ss 3-10)

A Chapterlll-Incorporation& IncidentalMatters (Ss 11-21)
A ChapterlV-Partners& their RelationgSs 22-25)

A Chapter V-Extent & Limitation of Liability of LLP& Partners
(Ss 26-31)

A ChapterVI-Contributions(Ss 32 & 33)
A ChapterVIl-FinanciaDisclosure$Ss 34-41)

/Z\Cf;apterVIII—Assignment& Transferof PartnershipRights(S
42

A ChapterlX-Investigation(Ss 43-54)
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Different Chaptersof the Act

A ChapterX-Conversioro LLR(Ss 55-58)
A ChapterXkForeignLimitedLiabilityPartnershipgS 59)

A Chapter XIFCompromise Arrangementor Reconstructionof LLPs
(Ss60-62)

A Chapter XIIFWinding Up & Dissolution(not notified as on date)
(Ss 63-65)

A ChapterXI\:MiscellaneougrovisiongSs 66-81)

A FirstScheduleMutual Rights& Liabilitiesof Partners& LLP

A SecondScheduleConversiorof PartnershipFirmto LLP

A Third ScheduleConversiorof PrivateCompanyto LLP

A Fourth ScheduleConversiorof UnlistedPublicCompanyto LLP
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Preliminary(Ch. I)

A Shorttitle, extent & commencement

A ThisActmaybe calledthe LimitedLiability PartnershipAct, 2008

A It extendsto the whole of India

A All sectionshave been notified as on March 31st, 2009 vide notification no. SO.
891(E) except
r Clausegc)and (u) of sub-section(1) of S 2-AppellateTribunal& Tribunal
r Extentof applicabilityof Section31in respectof W¢ NA 6 dzy' I £ Q
r S 51-Applicationby CentralGovernmentfor Windingup of LLP

Ch X-Conversionto LLPgNotified vide Notification no. SO. 1323 E)dated May
22nd, 2009

Ch XIIFWindingUp of LLPs
S 72-Jurisdictionof Tribunal& AppellateTribunal
Clausegb), pertainingto its applicabilityto Ss 51, 63 & 64; & (c)of S 81

Second,Third & Fourth SchedulePertainingto Conversiorof Firms& Companies
(except Listed Companies)}o LLPs[Notified vide Notification no. SO. 1323E)

dated May 221, 2009
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Preliminary(Ch. I)

Important Definitions:
ABodyCorporate[S 2 (1) (d)]:

WY S la goenpanydefinedin section3 of the Companieg\ct, 1956and includes
0) a limited liability partnershipregisteredunderthis Act;
(i) a limited liability partnershipincorporatedoutside India; and
(iii) a companyincorporatedoutsidelndia,
but doesnot include
0] a corporationsole

(i) a co-operative societyregisteredunderanylaw for the time being in
force and

(iii) any other body corporate (not beinga companyasdefinedin section 3
of the CompaniedAct, 1956 or a limited liability partnershipas definedin this
Act), whichthe CentralGovernmenimay, by notification in the Official Gazette,
specifyinthisd6 SKI f ¥ Q
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Preliminary(Ch. I)
ABusines$S 2 (1) (e)]:

WA vy Odvel&ld, profession serviceand occupatior)
AFinancialyear[S 2 (1) (I)]:

WY xejation to limited liability partnershipsmeansthe periodfrom

the 1st day of April of a year to the 315t day of March of the
followingyear.

Providedthat in caseof a limited liability partnershipincorporated
after the 30" day of Septemberof a year, the financial year may
endon the 315t day of marchof the year nextfollowing that yearQ
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Preliminary(Ch. I)
ALimitedLiabilityPartnershipAgreementS 2 (1) (0)]:

WY S langaritten agreementbetweenthe partnersof the limited
liability partnershipor betweenthe limited liability partnershipand
its partnerswhich determinesthe mutual rights and duties of the
partners and their rights and duties in relation to that limited
liability LI} NJi y S NR K A LJQ

ARegistrafS 2 (1) (s):

WY S layRegistrar,or an Additional, a Joint, a Deputy or an
Assistant Registrar, having the duty of registering companies
underthe Companieg\ct, 19560
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Preliminary(Ch. I)
AS 2 (2):

W2 2 ]dijl dxpressionsisedand not definedin this Act definedin
the CompaniesAct, 1956 shall have the meaningsrespectively
assignedo theminthat! Ou Q
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Nature of Limited Liability PartnershipCh. I1)

AI[_LPi? Ic))]ody corporate formed & incorporatedunder LLPAct
SOW

ALLPs legalentity separatefrom its partners[S 3 (1)]

ALLPhasperpetual successionS 3 (2)]

AExistenceRights& Liabilitiesof LLPnot affected by changein
partners[S 3 (3)]

AlndianPartnershipAct, 1932doesnot applyto LLP$S 4]

APartners
Alndividuals' BodyCorporatecanbe partners[S 5]

AMinimumtwo partners[S 6 (1)]
AMaximumunlimited partners
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Nature of Limited Liability PartnershipCh. II)

Alf no. of partnersfall below 2 for more than 6 months, and

ARemainingpartner has knowledge of such no. of partners
fallingbelowtwo for period more than 6 months

AThenremainingpartner will be personallyliable for liabilities
incurredby LLHS 6 (2)]
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Nature of Limited Liability PartnershipCh. I1)

ADesignatedPartners(DP)[S 7 (1)]
AAt leasttwo DPs
AOnly Individualscanbe DPs

AAt leastone residentin India
AEveryDPto obtain a DesignatedPartnerldentificationNo. (DPIN)

AResponsibilities& Liabilitiesof DPS[S 8]

AResponsibleéor doing all acts, matters & things required to be
done by LLPw.r.t complianceof LLPAct includingfiling of any
document, return, statement & like report under LLPAct & as

specifiedin LLPAgreement
AlLiableto all penaltiesimposedon LLPfor any contravention of

above
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Nature of Limited Liability PartnershipCh. II)

AChangesn DPS[S 9]
ALLPo appointDPwithin 30 daysof vacancy
Alf no DPis appointedor if, at any time, there is only 1 DP,each
partner shallbe deemedto bea DP
APenaltyfor Contravention[S 10]
AFor S 7 (1): LLP& its every partner shall be fined > Rs 10,000
(MaximumRs 5 Lacs)
AForSs 7 (4) & (5), 8 & 9: LLP& its everypartner shallbe fined >
Rs 10,000(MaximumRs 1 Lac)
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Nature of Limited Liability Partnership(Ch II)

ADisqualifications of DPs
AR. 9 (1)No person can be DP of LLR,
AHe isadjudged as insolvent within preceding 5 years

AHe hassuspended payment to his creditors & not made any
composition with them within preceding 5 years

AHe isconvicted by Court for any offence including moral
turpitude & sentenced to imprisonment not less than 6 months

AHe isconvicted by Court for offence under Section 30 of LLP A
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Incorporation & Incidental MattergCh. IlI)

A IncorporationDocument[S 11]
A IsamongPrimeDocumentsof LLP
A Mustbe submitted to registrarin ¥ C 2200 11]

A S 11 (2) requires particular information to be containedin Incorporation
Document

r Nameof LLP
r ProposedBusinesof LLP
r Addressof Registeredffice(RO)
r Names& Addresseof Partners
r Names& Addresseof DPs
r OtherInformation asmaybe prescribed
A ROshallbe placeof all correspondencedor LLHS 13 (1)]

A On Contraveningprovisionsrelating to RO,LLP& its every partner shall be
punishablewith fine upto Rs 25,000but not lessthan Rs 2,000[S 13 (4)]
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Incorporation & Incidental MattergCh. 1ll)

A Effectof Registration[S 14]: LLPwill be ableto, in its own name-
ASue& be sued
AAcquire,hold & developor disposeoff anyproperty
AHavecommonseal

ADo & suffer suchother actsé& thingsasbodiescorporatemay lawfully
do or suffer

A Name of LLPmust end with words Wimited Liability Partnershifor
acronym¥LREIS 15(1)]

A Changen nameof LLAS 17]

A Penalty for improper use of words W[ A YlabiByR I NJi y SoNE
W[ [st24
APunishablavith fine of Rs 50,000but may extendupto Rs 5 Lacs

A Publicationof name, addressof RO,RegistrationNo. & Statementof
limited liability [S 21]
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Incorporation & Incidental MattergCh. III)

A Procedurefor formation of LLP
A Checkavailability of nameon site Wp.gov.inQ
AAcquireDigital SignatureCertificate(DSC)
A AcquireDPINby applyingin prescribed¥ C 270
A Applyfor Reservationof Namein prescribed¥ C 2-1Q)Y
A Applyfor IncorporationDocumentin prescribed¥ C 2-2Q)
A AlongwithIncorporationDocumentsubmit applicationfor-

F Information regardingLLPAgreementin ¥ C 2-3Q)

F Appointment of Personsand their consentassuchto actasPartners
/| DPsn ¥ C 2408V C 29Qhespectively

AReceiveForm2 duly signed by Registrar& certificate from registrar
regardingincorporation,within 14 daysof filing suchdocuments

ALLPis readyto function
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Incorporation & Incidental MattergCh. 1ll)

Process to Start LLP

Acquire DPIN

P Register DPIN, DSC ), Check name
Acquire DSC with LLP Availability 7

Limited Liability Partnership Act ¢
2008 notified on 31.03.2009
Receive

Download }
Certificate after

Limited Liability Partnership LLP Forms
Rules 2009 notified on
01.04.2009

File Electronically | Track status P

First LLP registerd on
02.04.2009 LLP Ready to function
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Partners& their Relations(Ch V)

A Eligibilityto be partner[S 22]
A Personavho subscribeto IncorporationDocument
AByLLPAgreement

A Relationshipof partners[S 23]

ARights& duties of partners with other partners& with LLPgovernedby LLP
Agreement

Aln absenceof any agreement principlessetout in FirstSchedulewill apply
A Cessatiorof Partnershipinterest

Aln accordancewith LLPAgreement[S 24 (1)]

A By resignationnotice in writing of 30 days[S 24 (1)]

A On death, dissolution of LLP,or if he is of unsound mind or insolvent as
declaredby court [S 24 (2)]

A Liability of OutgoingPartner[S 24 (4)]
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Partners & their RelationgCh. 1V)

ARegistrationof changesn partners/ details of partnersto be
filedin prescribedime & in prescribedPorm6dR 22 (1)]
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First ScheduléCh. V)

Relatesto mutual rights & duties betweenpartners& LLP& its partnersabsenceof
Agreemenbn suchmatters

A Partnersof LLPentitled to shareequallyin capital& profits/ losses

A Partnersshall be indemnified by LLPin respectof payments made & liabilities
incurredby him-

A Inordinary & proper conductof businessof LLP
A In anythingnecessarilydone for Preservationof businessor property of LLP

A LLPshallbe indemnified by Partnersfor any losscausedby his fraud in conductof
businesf LLP

A Partnersmay participate in managementof LLP

A Partners shall not be entitled to any remuneration for acting in businessor
managemenbf LLP

A No partner may be introduced without consentof all other partners
A Any ordinary matter regarding LLPmay be decided by resolution passed by

majority of partners
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First ScheduléCh. 1V)

A However,changein nature of businessmay be decided only by consent of all
partners

A Every decision taken by LLPbe recorded in minutes within 30 days of such
decision

A Minute Bookbe maintained & kept at ROof LLP

A Partnersmustrendertrue accounts& full information of all things affectingLLPto
anypartneror hislegalrepresentative

A Partnersto accountfor & pay over all profits earned from businessof similar
nature & competingwith LLRto LLHf there isno consentfrom LLFAN that respect

A Partnersto accountto LLPfor any benefit derived by him without [ [ tcdéhsent
from any transactionconcerningLLPor from use of hame, property or business
connectionof LLP

A No partner may be expelled by a majority unlessthere is an expresspower
conferredby LLPAgreemento do so

A All disputes which cannot be resolvedby LLPAgreementcan be referred to for
arbitration asper Arbitration and ConciliationAct, 1996
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Liability of LLP& Partners(Ch V)

AJust like partnership, every partner is an agent not of other
partnersbut of LLHS 26]

ALLPnot bound by unauthorized acts of partners in dealingwith
personif that personknowsthat the partner had no authority or
did not know him to be partner of LLHS 27 (1)]

ALLPliable in respectof wrongful acts or omissionsof partnersin
courseof its businesor with its authority [S 27 (2)]

AObligation of LLPis solely an obligation of LLP& shallbe met out
of propertyof LLAS 27 (3) & (4)]

APartnersnot personallyliable [S 28 (1)]

ALiability of partner(s) committing wrongful acts or omissionswill
be unlimited [S 28 (2)]

APartnershipgoy Holdingout [S 29]
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Liability of LLP& Partners(Ch V)

A UnlimitedLiabilityin caseof fraud [S 30]

Alf fraud done with knowledge/ authority of LLP,[ [ t&Lar NI y
liability will be unlimited. [ [ tliaDidty =t I NI {faBiltyQ a

AOtherwise,LLPwill not be liable

Almprisonmentfor 2 years& fine upto Rs 5 Lacs

A Whistle Blowing[S 31]

ACourt/ Tribunal may reduce penalty if partner / employee assists
Court/ Tribunal
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Contributions(Ch VI)

A Formof Contribution in anymanner in cashor in kind [S 32 (1)]

A Accounting& Disclosureof Contribution must also involve the
nature & amount of Contribution [S 32 (2) & R 23(1)]

AR 23(2): Contributionin kind must be valuedby practicing CAor
CWA or approved valuer from panel maintained by Central

Government
A Obligationto Contributeasper LLPAgreementS 33 (1)]

A Creditormay enforce OriginalObligationagainstpartner in caseif
he wasunawareof compromisebetweenpartners[S 33 (2)]
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FinancialDisclosuregCh VII)

A Maintain proper booksof accountsasprescribedin R 24-
A Mustdiscloseall sumsof money expended& received& matters pertainingthereto
A Mustrecordall assets& liabilities of LLP
A Stateall purchases& sales& recordall informationregardinginventories
A Other particularswhich partnersmaydecide
A Cashor Accrual Double-Entry Systemof Accounting[S 34 (1)]
A Maintainbooksat ROfor period of 8 yearsasper R. 24 (3)

A PrepareW{ 0 I ( 8iA&guiits& { 2 { @ Snyp@scbed Porm-8Qwithin 6 months
from end of FY& mustbe signedby DPYS 34 (2)]

A Must be filed with ROCGalongwithprescribedfees
A Audit asper prescribedrules[R 24 (8)]
A Fileannualreturn (Form-11) with ROGwithin 60 daysfrom endof FY[R 25 (1)]

A Must be accompaniedby certificate issued by CSconfirming veracity of particulars/
statementsin suchreturn, if turnover exceedsRs 5 Croresor ContributionexceedsRs
50 Lacselsecertificate must be issuedby DP[R. 25 (2)]
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Assignment& Transferof PartnershipRights(Ch VII)
A Right of partner to share profits is transferable / assignable(in
whole or in part) [S 42 (1)]

A Transferdoesnot imply that transferor/ assignomhasceasedo be
partner [S 42 (2)]

A Likewise transferee/ assigneedoesnot have right to participate
in managemen{S 42 (3)]

A Transferee/ assigneehas no right to obtain any information of
transactionsof LLAS 42 (3)]
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Investigation(Ch. IX)

A [S 43 (1) & (3)]: CentralGovernment(CG)may appoint one or more inspector(s)to
investigateinto affairsof LLP& report thereon, if-

A Not lessthan 1/5 th of partners applyfor investigationon payment of prescribed
securityto CentralGovernment

A LLPappliesfor investigation
A CGis of opinion that-

r Businessof LLPis with intent to defraud its Creditors Partnersor any other
Person

r Affairsof LLPare not beingconductedin accordancewith provisionsof this Act

r On receipt of Reportof Registraror any other RegulatoryAgency,there exist
sufficientreasonsthat affairsof LLPoughtto be investigated

A Inspectorcannotbe partnershipfirm, body corporateor other associatior[S 45]

A Investigator has power to investigate in matters of any entity which has been
associatedpr is associatedfo LLPunlessit isirrelevantto do so[S 46 (1)]

A Investigatormust obtain prior approvalof CG[S 46 (2)]
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Investigation(Ch. IX)

A[S 47 (1)]: It shallbe duty of DPs& Partnersto-

APreserve& produce before investigator all documentsrelating to LLP
or, ascasemay be, any other entity

AGiveassistanceo investigatorin connectionto investigation

A Investigator has power to keep such documentsin custody upto 30
days[S 47 (3)]

A Failureto complywith requirementsasabovewill resultin punishment
of personin default with fine upto Rs 25,000 but not lessthan Rs
2,000 & further fine of upto Rs 500 but not less than Rs 50 for
everydayof default [S 47 (5)]

CA. Kamlesh -

15






