LIMITED LIABILITY PARTNERSHIP FIRM

MEANING:

A limited liability partnership (LLP) is a partnership in which some or all partners (depending on
the jurisdiction) have limited liabilities. It exhibits elements of both partnership and corporation.
In an LLP, each partner is not responsible or liable for another partner's misconduct or
negligence. It is governed by Limited Liability Partnership Act, 2008.

LLP is an alternative corporate business form that gives the benefits of limited liability of a
company and the flexibility of a partnership. The LLP is a separate legal entity, is liable to the
full extent of its assets but liability of the partners is limited to their agreed contribution in the
LLP. The LLP can continue its existence irrespective of changes in partners. It is capable of
entering into contracts and holding property in its own name. Further, no partner is liable on
account of the independent or unauthorized actions of other partners, thus individual partners are
shielded from joint liability created by another partner’s wrongful business decisions or
misconduct.

Mutual rights and duties of the partners within a LLP are governed by an agreement between the
partners or between the partners and the LLP as the case may be. The LLP, however, is not
relieved of the liability for its other obligations as a separate entity. Since LLP contains elements
of both ‘a corporate structure’ as well as ‘a partnership firm structure’ LLP is called a hybrid
between a company and a partnership.

Thus, LLP is a body corporate and a legal entity separate from its partners. It has perpetual
succession.

ADVANTAGES:

1. Separate legal entity: An LLP is a separate legal entity. This means that it has assets in
its own name and can sue and be sued. Furthermore, one partner is not responsible or
liable for another partner’s misconduct or negligence.

2. No owner/manager distinction: An LLP has partners, who own and manage the
business. This is different from a private limited company, whose directors may be
different from shareholders.

3. Flexible agreement: The partners are free to draft the agreement as they please, with
regard to their rights and duties.



4. Limited liability: Under “traditional partnership firm”, every partner is liable, jointly

with all the other partners and also severally for all acts of the firm done while he is a
partner. However, under LLP, the liability of the partners is limited to the extent of
his/her contribution to the LLP. Unless fraud has been detected, the personal assets of the
partner are protected from any liability of the LLP. Thus allowing individual partners to
be shielded from joint liability created by another partner’s wrongful acts or misconduct.

Fewer compliance requirements: An LLP is much easier and cheaper to run than a
private limited company as there are just two compliances per year, i.e. filing of Annual
Return of the LLP by 30th May every year and Filing of Solvency Statement by 30th
October every year. On the other hand, a private limited company has a lot of
compliances to fulfil and conduct an audit of its books.

Easy to wind-up: Not only is it easy to start, but it’s also easier to wind-up an LLP, as
compared to a private limited company. While it still takes two to three months to
complete this process, it can take over a year to close a private limited company.

DISADVANTAGES:

1.

Inability to raise VC funding: VCs would be unwilling to invest in an LLP structure.
This is because all ‘shareholders’ in an LLP must be partners, which have certain
responsibilities toward the entity. No VC wants any of these responsibilities, and would,
therefore, only invest in a private limited company.

Rights of partners: An LLP can be structured in such a way that one partner has more
rights than another. So it isn’t a one vote per share system. So, some lesser partners may
feel compromised if higher shareholders choose to move the business in a direction that
affects their interests.

Greater penalties: Though the compliances are minimal, if you don’t complete them,
you could end up paying more in fines than you would with a private limited company.
These fines can escalate to Rs. 5 lakh for a single year.



PROCESS OF REGISTRATION OF LLP:

The steps involved in incorporation of LLP are as under:

1.

Name Reservation:
The name approval for LLP is facilitated by MCA through RUN-LLP application. After
login into the MCA account, one can apply for reservation of name by clicking on the

RUN-LLP option. Details which are required to be mentioned in form are as under:

Entity type LLP

LLPIN (LLPIN and it has to be entered only when an existing company wishes to
change its name and is using RUN to reserve a new name)

2 Proposed names

Main objects of the LLP

Any other attachment, if required like NOC for the proposed name if it resembles
any name of any existing company / LLP.

After entering the aforementioned details in the form, we can submit the form at the
portal and make the payment of the prescribed fee, i.e. Rs. 1,000.00 towards name
reservation fee. The name once approved shall be valid for the period of 90 days from the
date of approval of name.

Preparation of Incorporation documents:
After receiving name approval, certain documents need to be compiled before filing of
form for incorporation of LLP. The same are as under:

e Copy of Utility bill (Electricity bill / Telephone bill / any other utility) not older
than 2 months.

® Address proof of the proposed registered office of LLP (Rent Agreement/
Conveyance deed / Lease deed)

e Subscriber Sheet duly signed by all partners and certified by a Practising
Chartered Accountant or Company Secretary.

e Copy of PAN Card, Identity proof (Voter ID/Passport/Driving License), Address
proof (Copy of Telephone or Electricity bill / Copy of Bank Statement- both not
older than 2 months) for all partners.

e Details of other entities in which partners are already partners / directors duly self
certified by each partner.

e Digital Signature of all partners.



3. Filing of Incorporation Forms:
The MCA has introduced a single window form, i.e. Form FiLLiP for incorporation of

LLP. The details as required in the form along with above mentioned documents needs to
be submitted with MCA for incorporation of LLP.
This e-form also enables to apply for DIN for partners. Under this e-form, one can also

apply for name reservation.
After successful submission of the form and verification of documents by MCA, the

MCA issues the Certificate of Incorporation of LLP.

The step by step procedure of filing the FiLLiP form is as under:

Step-1: If the name of the LLP is already reserved, prefill the SRN of RUN-LLP. Also
fill the complete address of the proposed registered office of the LLP.
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Step-2: Fill in the details regarding proposed business activity of the LLP and main
industrial activity code of the LLP.
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Step-3: Fill in the details regarding Designated Partners having DIN or not having DIN.
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Step-4: Fill in the details regarding the Designated Partners of the firm.
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Step-5: Fill in the Particulars regarding proposed name of the LLP along with its
significance.
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Step-6: Fill in the details regarding subscribers to the LLP agreement.
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Step-7: Attach all the documents like KYC of subscribers, Latest utility bill being the
address proof of proposed registered office of the LLP along with Rent Agreement and
NOC from the owner of the premises.

LLP_FiLLip fINAL.pdf - Adobe Acrobat Reader DC - X
File Edit View Window Help

Home Tools Microsoft Word - P... LLP_FiLLip fINALpdf X @ Sign In

B dBRERQ ®O o MO m- K P & o [ 1o Share ]

government

Create, edit and sign PDF

8.Copy of approval frem the competent authority in case of Attach forms & agreements

collaboration and connection with the foreign country or place

a Attachments
1. Where the appointed partner is a body corporate, List of attachments
@ copy of resolution on the Iettem_ead of such body UTILITY BILL pdf Ee: Export PDF v E
corporate to become a partner in the proposed LLP PARTNER | KYC.pdf
and a copy of resolution/ authorization of such body PARTNER 11 pdf
@ corporate also on a letterhead mentioning the name RENT AGREEMENT AND NOC pdf E Edit PDF
and address of an individual nominated to act as SUBSCRIBER pdf
nominee/designated partner on its behalf =
é},’. E& Create PDF v
2. "Proof of address of registered office of LLP
Comment
3. *Subscribers' sheet including consent
7 s
4. In principle approval of regulatory authority, if required E*‘ Combine Files
1 5. Detail of LLP(s) and/ or company(s) in which partner/ designated b Organize Pages
partner is a director/ partner
6. Approval of the owner of the trademark or the applicant of such 4 Redact
application for registration of Trademark;
O Protect
7. Copy of approval in case the proposed name contains any i
word(s) or expression(s) which requires approval from central Aftach (S e h

=
9.Proof of identity and address of Applicant | Attach Start Free Trial
H P Type here to search

Step-8: Fill in the verification details in the eform.
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Step-9: Finally use the check form tab in the form and after successful check do the
prescrutiny of the form. If the prescrutiny is successful, the eform can be uploaded on the
MCA portal. The ROC after examining the correctness of the details submitted, issues
Certificate of Incorporation of LLP within 2-3 days period.



4. Filing of LLP Agreement:
Upon receipt of Certificate of Incorporation of LLP, a LLP agreement needs to be
executed on the stamp paper. The amount of Stamp duty shall be determined as per the

State Stamp Duty Act.

The LLP agreement executed shall be notarised and submitted in e-Form 3 within 30
days from the receipt of Certificate of Incorporation of LLP.
ANNUAL COMPLIANCES:

Following forms/returns need to be submitted every year for every LLP:

e Form 11 - Annual Return:

Annual return of a LLP is due within 60 days of close of financial year. LLPs must
uniformly maintain a financial year that starts on April Ist and ends on March 31st,
therefore the Annual return of a LLP is due on or before May 30th of each financial year.

Form 11 contains details of the number of partners, total number of partners, total
contribution received by all partners, details of body corporate as partners and summary
of partners. All LLPs should file this form within 60 days from the closure of the
financial year with the prescribed fee. Hence, the due date for filing LLP Form 11 is 30th
of May each year.

e Form 8 - Solvency Statement:

Statement of Accounts and Solvency of a LLP is due within 30 days from the end of six
months of close of the financial year. Statement of Accounts and Solvency is a
mandatory filing that is required for all LLPs in India. Statement of Accounts and
Solvency contains a declaration on the state of solvency of the LLP by the designated
partners and also information related to statement of assets and liabilities and statement
of income and expenditure of the LLP.

Form 8 must be filed within 30 days from the end of 6 months of the financial year along
with some prescribed fee. This must be digitally signed by 2 designated partners and it
must be certified by a chartered accountant/company secretary/cost accountant. Form 8
contains Statement of Solvency, Statement of Accounts and Statement of Income &
Expenditure.

o LLP Tax Audit:




The accounts of every LLP shall be audited in accordance with Rule 24 of LLP, Rules
2009. The rules provide that any LLP, whose turnover does not exceed, in any financial
year, forty lakh rupees, or whose contribution does not exceed twenty five lakh rupees, is
not required to get its accounts audited.

Income Tax Return:

Every LLP needs to file their return of income in Form-5 online using the digital
signature of the partner. The deadline for LLP tax filing in India is July 31st if tax audit is
not required. LLP whose turnover exceeds Rs. 40 Lakh or whose contribution exceeded
Rs. 25 Lakh are required to get their accounts audited by a practising Chartered
Accountant. The deadline for tax filing for LLP required to obtain a tax audit report is
September 30th.



