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A LIMITED LIABILITY PARTNERSHIP (LLP) 
 
Commercial ventures are established invariably as a partnership firm, incorporated 
entities, unincorporated business ventures or as proprietorship firm. A new concept 
which is a hybrid between a partnership firm and a company incorporated under the 
Companies Act, 1956 has been introduced for the first time in the country under a new 
enactment viz. the Limited Liability Partnership Act, 2008 (Act). The concept of a Limited 
Liability Partnership (LLP) has been in existence for a while in Europe and America and 
the present Act draws heavily from the concept under the Laws of England and 
Singapore. 
 
A LLP is basically a partnership firm consisting of Partners who contribute to the capital 
of the LLP. However, a LLP is a more regulated body corporate in so far as the 
regulatory authority is same as the regulatory authority under the Companies Act, 1956. 
In other words, a LLP should be registered with the jurisdictional Registrar of Companies 
by submitting the Charter Document being the LLP Agreement. It is further to be noted 
that the procedure to establish and register a LLP is similar to the procedure to 
incorporate a corporate entity under the Companies Act, 1956. 
 
Having stated as above, the main requirements to establish a LLP are as follows: 
 
a. A LLP can be registered by two or more persons including companies or other 

LLPs. The main criterion is that at least two should be individuals out of which 
one should be a Resident Indian. 

 
b. Out of the Partners/Promoters of a LLP an individual Partner must be a 

Designated Partner who shall be responsible for carrying on the business of the 
LLP. 

 
c. Procedural compliances like obtaining Designated Partner Identification Number 

(DPIN) and Designated Partner Digital Signature should be met on similar lines 
as a director of an incorporated company. 

 
d. A LLP Agreement must be prepared and finalized between the  Promoters 
incorporating therein the details relating to the Partners, their  capital contribution, 
business of the LLP, scope of business, role of each  of the Partners in the LLP, 
 management of the LLP, sharing of profit and  loss, etc. 
 
e. No Partner of a LLP can be paid any remuneration even if the Partner were to be 

in the full time services of the LLP established/registered. Each of the Partners is 
entitled to share of profits of the LLP and no additional remuneration or monetary 
benefit can be reserved in favour of any of the Partners. 

 
f. The rights of the Partners of a LLP are transferable. 
 
g. Any partnership firm, a private limited company and a public limited company can 

be converted into a LLP subject to the terms and provisions of the Act. 
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h. Unlike in a Partnership Firm where each of the Partners is liable, the LLP being a 
body corporate the Partners are not personally liable for the liabilities of the LLP. 
In other words, the LLP is a legal person independent of its Partners. 

 
On registration of a LLP, the LLP automatically becomes: 

� Capable of suing and being sued. 
� Capable of acquiring, owning, holding or disposing off moveable and immoveable 

properties in its own name. 
� Capable of doing and suffering such acts and things as bodies corporate may 

lawfully do and suffer. 
 
By enacting and bringing into effect the Act, an entirely different form of business entity 
which is most suitable to establish multi disciplinary partnerships especially to render 
professional services, to undertake small scale, medium scale and other business has 
been facilitated including entry of foreign LLPs into the country in association with Indian 
LLPs. LLPs would prove a boon to start ups and also may prove a better option to 
establish a branch or liaison office by foreign companies. The procedural requirements 
of obtaining prior approval from the Reserve Bank of India and other authorities could be 
dispensed as required for establishment of a branch or liaison office as establishment 
and registration of a LLP may suit the initial requirements of establishing a place of 
business in India. 
 
The taxation aspects of the LLP are under consideration by the Central Government and 
would be introduced in the near future. The Economic Times dated 29/4/2009 has 
indicated that the Central Government is considering waiver of stamp duty vis a vis 
properties on conversion into LLP by bodies corporate and consequent transfer of the 
properties in favor of the LLP established. All other registration formalities under MCA-21 
have been finalized and is ready for utilization to effect any proposal to establish a LLP. 
 
Should you require any professional assistance to advise and establish a LLP, contact 
Lex Valorem India Pvt. Ltd. 405, 7th Cross, IV Block, Koramangala, Bangalore – 
560 034, Ph : 080 – 25534374, Mobile : +91 9980533405,E-mail : 
sharada.sc@lexvalorem.com 
 
 


