
Winding up of a Limited Liability Partnership (LLP) 
 
 
Of late we have witnessed emergence of a new form of business entity named Limited 
Liability Partnership which is a hybrid of a company and a partnership firm and is 
governed by Limited Liability Partnership Act, 2008 (Act). Whereas all the procedures for 
incorporation and management of a LLP were put into place in the Act, the rules 
regulating the procedure to be followed for winding up of a LLP was shelved to be 
notified by Central Government. 
 
The Ministry of Corporate Affairs (MCA) has notified the procedure to be followed for 
winding up a LLP vide notification no. GSR 6(E) dated 06/01/2010. The Rules that have 
since been notified is to the effect that the regulations applicable to the winding up of a 
company under the Companies Act, 1956 shall be applicable to winding up of a LLP with 
omission of certain sections and amendments in the manner provided therein. 
 
A Limited Liability Partnership can be wound up either voluntarily or by the Tribunal. 
The various modes/grounds on which a LLP can be wound up are: 
 

- Voluntarily  

- If the number of partners is reduced below 2 

- If the LLP is unable to pay its debts 

- Failed to file annual return for five consecutive financial years 

- If the Tribunal is of the opinion that it is just and equitable to wind up the LLP 

- If the LLP has acted against the interests of the sovereignty and integrity of India 
or the security of the state or public order 

 
 
� Voluntary Winding Up 
 

The Partners of the LLP can by 3/4th majority resolve to voluntarily wind up the LLP 
and appoint a liquidator for the purposes of the same. If the LLP has on such date 
any secured or unsecured creditors, then their approval has to be obtained for the 
winding up. The Partners have to make a declaration of solvency of the LLP before 
passing resolution to wind up the LLP. The rules require the liquidator to prepare a 
report of winding up and statement of accounts and place it before the partners and 
creditors for approval following which he is to file the same with the Tribunal within 2 
weeks requesting for an order that the LLP be wound up. On consideration of an 
application made for winding up order as above, the Tribunal may either order 
winding up of the LLP, dismiss the application or pass such other order to the effect it 
may deem fit. 

 
 
� Winding up on reduction of number of partners. 
 

The ministry has failed to clarify as to whether the Registrar of Companies or 
remaining Partner of the LLP is eligible to initiate proceedings for winding up of the 
LLP in the event of the number of partners of an LLP reducing below two. 



 
 
 
� Winding up on the ground of inability to pay its debts 
 

Due to lack of clarity on the issue in the Act, it has been presumed that in the event 
of an LLP being unable to pay its debts, the aggrieved creditor/s of the LLP can 
initiate action against the LLP for the purpose of winding up by making an application 
to the Tribunal. 

 
 
� Winding up due to non compliances     
 

The ministry has failed to clarify as to whether the Registrar of Companies would 
initiate suo moto proceedings on failure by the LLP to file annual return for five 
consecutive financial years. 

 
 
� Winding up by the Tribunal 
 

In the event of winding up of the LLP by the Tribunal, the Tribunal shall appoint a 
qualified professional to act as the provisional liquidator for the purposes of winding 
up. The liquidator so appointed shall be subject to the supervision and control of the 
Tribunal and Central Government for ensuring that LLP is wound up as per the rules 
notified.  

 
 
The liquidator, be it the one appointed in a voluntary winding up or winding up by 
Tribunal has been conferred with various powers enumerated in the notified rules to 
facilitate a speedy and fair winding up of a LLP. 
 
Winding up of a LLP shall involve the liquidator taking charge of the business of the LLP 
and its assets for disposing or dealing with the same in a manner deemed fit by him 
exercising powers conferred on him to clear all the statutory dues of and satisfy legible 
claims against the LLP. All sums (if any) remaining after satisfaction of all dues of the 
LLP shall be distributed amongst the partners in the manner agreed to by them or be 
dealt with in the manner contained in the LLP Agreement.  
 
After an order of winding up has been obtained, it has to be filed with the concerned 
Registrar of Companies within the time limit and in the manner prescribed in the rules by 
the concerned provisional liquidator or petitioner.           
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