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Limited Liability Partnerships

Introduction

justified or need prior approval from a
recognised authority; and

Legislation to create a new form of corporate
business entity – called Limited Liability
Partnership (LLP) - was published by the
Government on 24 November 1999 and
received Royal Assent on 20 July 2000. As a
result LLPs can now be formed1.

•

The Limited Liability Partnerships Act 2000
provides a new business vehicle for those
wanting to limit their liability, but offers an
alternative internal organisational structure to
a conventional limited company. The
members of an LLP are free to agree amongst
themselves the relationship between them,
rather as partners do in a partnership, the LLP
itself is a separate legal entity, owned by the
members. This means that an LLP can enter
into contracts and hold property and will
continue in existence independent of changes
in membership. The creation of Limited
Liability Partnerships allows firms the
flexibility to incorporate with limited liability
while organising themselves as partnerships.

All incorporated partnerships must disclose
certain information to Companies House for
the public record and to the people they deal
with. The guidance from Companies House
tells you:

The Limited Liability Partnership, or LLP, is:
•

•

•

A separate legal entity and, while the
firm itself and negligent members will
be liable to the full extent of their
assets, the liability of the other
members will be limited.
Required to disclose similar information
to that required of limited companies,
including information on finances and
on its members (however, the
partnership agreement the LLP adopts
is confidential to the members).
Taxed as a partnership.

Guidance from Companies House
Companies House has published guidance
(and Questions and Answers) for those
thinking about forming an LLP. It applies to
Limited Liability Partnerships formed and
registered in England, Wales and Scotland. It
covers the formation documents, Limited
Liability Partnership members, and the
controls applied to the use of certain Limited
Liability Partnership names. This includes:
•

The rules and restrictions on the choice
of Limited Liability Partnership names
both when a Limited Liability
Partnership is formed and when it
changes its name;

When you can object to the registration
of a particular Limited Liability
Partnership name, and also what to do
if your Limited Liability Partnership
name has been objected to and you are
directed by the Secretary of State to
change the name.

•

Where you must display the Limited
Liability Partnership name and what
information must appear on partnership
stationery; and

•

When changes in the Limited Liability
Partnership's circumstances and
particulars must be notified to
Companies House.

You will find the relevant law in the Limited
Liability Partnerships Act 2000, and in the
Limited Liability Partnerships Regulations
2001. When reference is made to 'the
regulations' it means the Limited Liability
Partnerships Regulations = see sidebar text
opposite.

Main legislation
The main legislation that
applies to limited liability
partnerships is:

• The Limited Liability

Partnerships Act 2000;;

• The Companies (Late

Filing Penalties) and
Limited Liability
Partnerships (Filing
Periods and Late Filing
Penalties) Regulations
2008 – SI 2008/497;

• The Limited Liability

Partnerships (Accounts
and Audit)(Application
of Companies Act
2006) Regulations 2008
– SI 2008/1911;

• The Small Limited

Liability Partnerships
(Accounts) Regulations
2008 – SI 2008/1912;

• The Large and Medium-

sized Limited Liability
Partnerships (Accounts)
Regulations 2008 – SI
2008/1913; and

• The Limited Liability

This publication sets out information about
LLPs as well as dealing with the usual
questions about them.8

Partnerships
(Application of
Companies Act 2006)
Regulations 2009 SI
2009.

The Limited Liability
Partnerships Act
2000
The Act has benefited from extensive public
consultation, as well as pre-legislative
scrutiny. This has allowed the legislation to
be tailored more closely to suit its purpose.
For example, the Government has concluded
that there is sufficient interest and strength of
argument that the LLP will be available to all
firms of two members or more who satisfy
the incorporation requirements.

•

How to change a Limited Liability
Partnership name.

Provision is made so that there are safeguards
modelled on those offered by a limited
liability company. These include the public
disclosure of financial information, and
safeguards in the event of insolvency.

•

When Companies House will not
register a Limited Liability Partnership
name and when the use of sensitive
words or expressions will need to be

Under partnership law in the UK (the
Partnership Act 1890 and the Limited
Partnerships Act 1907), partners can only
1
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limit their personal liability for the firm's
debts if they take no part in the management
of the business. In other cases, if one partner
incurs a business obligation (for example by
causing damage through giving negligent
advice) all the partners are liable to
contribute, to the extent of their personal
assets. This has become an increasing cause
for concern as the size of partnerships has
grown. In modern business conditions it can
be impossible for all of the partners in a very
large partnership to be personally known to
one another. The new LLP, which is a body
corporate existing as a legal person separate
from its members, enables firms to restrict
liability to the assets of their business.
Members will, though, remain fully liable for
their own negligence.
Separate legal entity with full
limited liability for members
An LLP is a separate legal entity and its
members (shareholders) have full limited
liability. It is created by registration at
Companies House. There is no requirement
to register (or have) a written partnership
agreement. On registration, a certificate of
incorporation is issued - just as is done for
companies. At least two of the members must
be named as 'designated members', who
accept responsibility for sending information
to Companies House for registration, etc.
Each member’s liability is likely to be
established by a document of partnership.
There are statutory liabilities imposed on
members of an LLP - just as there are on
company directors.
Conversion
An existing partnership (or sole trader) can
convert to an LLP. To do so, it will be
necessary to follow a similar procedure as for
the conversion to a limited company:
Partners (or sole traders) will need to transfer
the business assets from the existing
unincorporated business to the LLP.
Fortunately, section 12 of the Act provides
that stamp duty is not chargeable on that
transfer if the members of the LLP are "the
same as the original partners, and they hold
the assets in the same proportions (or
different proportions provided this is not to
avoid liability to tax or stamp duty)".
The Act contains no provisions for the
conversion of an LLP to a limited company
or vice versa.

Members
The first members are those whose names
appear in the incorporation document as the
subscribers - see section 4 of the Act.
Other "persons" (which term includes
corporations) can become members by
agreement with the existing members. A
person may cease to be a member in
accordance with any agreement with the
other members or, in the absence of such
agreement, by giving reasonable notice.
All changes in membership, and the identity
of designated members, must be notified to
Companies House on the prescribed form see section 9 of the Act.
Designated Members
An LLP must have at least two members named as 'designated members'. They must
accept responsibility for sending information
to Companies House for registration, etc. If
Companies House isn't notified of the
identities of the designated members, all the
members are designated members - see
section 8 (2) of the Act. The designated
members may be changed from time to time
by notification on the prescribed form.
Taxation
The LLP is treated for tax purposes in the
same way as ordinary partnerships - the
partners are personally liable to income tax
under Schedule D for their share of the
profits, and to Capital Gains Tax in respect of
any gains made on the disposal of partnership
assets. The income of partners is treated as
pensionable earnings. Partners are liable to
Class 4 National Insurance contributions on
their share of the profits2.
Once an LLP is incorporated and registered
with Companies House, using form LL IN01,
they will notify HM Revenue and Customs
(HMRC) who will then set up the right tax
records for the LLP. Each partner in the LLP
must also register separately with HMRC for
get their own tax records set up.
Insolvency Provisions
Regulations for the application of the
Insolvency legislation apply for LLPs and
there are statutory liabilities imposed on
members of an LLP just as there are on
company directors.
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Accounts
An LLP is subject to the same rules as for a
private limited company for the registration
of accounts at Companies House and the
auditing of its accounts. The same
exemptions from these requirements, for
small and medium-sized limited companies
apply.
The legislation requires that the LLP’s
accounts, together with a copy of the
auditors' report (if relevant) on those
accounts, is sent to every member of the LLP
and to every holder of the LLP's debentures
within one month of their being signed, and
in any event not later than 9 months after the
end of the relevant accounting reference
period (for accounting periods starting before
6 April 2008 the time allowed for filing
accounts at Companies House was 10
months).
Management
The LLP Act contains no provisions for the
management of an LLP:
•

There is no statutory provision for
general meetings, directors, company
secretary, share allotments, etc.

•

As with existing partnerships, meetings
and administration are matters for the
member’s agreement (if any). Implied
terms, which apply in the absence of
agreement to the contrary, will be
provided by Regulations.

LLP Name
Part I of the Schedule to the Act sets out the
rules about the names of LLPs:
•

The name must end with either the
words 'Limited Liability Partnership' or
the letters 'llp' or 'LLP', or Welsh
equivalents.

•

The remaining rules are the same as
the rules for registered companies.

•

The name must not be the same as one
already on the index at Companies
House.

•

Approval is required for the registration
of an LLP with a name which suggests
connection with the government or a
local authority, or which includes words
or expressions specified in the
Company and Business Names
Regulations.

•

An LLP can change its name at any
time - no procedure is specified (such
as the special resolution required for
companies) but the change must be
notified to Companies House.

Registered Office Address
The rules on the address of the registered
office are the same as for limited companies.
Every LLP must have a registered office in
its country of situation. The address can be
changed by notification to Companies House
on the prescribed form.
Registration and other Fees
Registration electronically of a limited
liability partnership on its incorporation
under the 2000 Act is £14. Registration on
paper of a limited liability partnership on its
incorporation under the 2000 Act is £40.
Other main fees are:
•

Annual Return (form LLAR01)
There is an annual documentprocessing fee of £14 for users of the
Companies House Software Filing or
WebFiling services. It costs £40 for
paper documents.

•

Change of Name (form LLNM01) –
(a) Electronic Software Filing: If your
change of name application does not
contain any sensitive words it may be
submitted to Companies House using
the Software filing service. The
standard fee is £8 and £30 for the
'Same Day' service. Change of Name
can only be submitted electronically
through suitably enabled software.
(b) Paper filing: the standard fee is £10
and the fee for the 'Same-Day' service
is £50.

Accounts for
Different Size LLPs
There are 3 sizes of LLP to consider when
preparing your accounts; small, medium or
large. There are thresholds for turnover,
balance sheet total (meaning the total of the
assets) and the average number of employees
which determine whether your LLP is small
or medium-sized. Any LLP that does not
meet the criteria for small or medium is a
large LLP and will have to prepare and file
full accounts with the Registrar of
Companies.
What is a small or medium-sized
LLP?
A small LLP can prepare and file accounts
according to special provisions in the
Companies Act 2006 as applied to LLPs and
relevant regulations. This means that they
can choose to disclose less information than
medium-sized and large LLPs.
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LLPs whose securities are admitted to
trading on an EEA regulated market and
certain financial services LLPs cannot
qualify as a small LLP. Similarly, LLPs
which are part of a group which has members
who are public companies or financial
services LLPs cannot qualify as small, except
in certain circumstances.
As with a small LLP, a medium-sized LLP is
determined by its turnover, balance sheet
total (meaning the total of the assets) and
average number of employees. A mediumsized LLP can prepare accounts according to
special provisions applicable to mediumsized LLPs. It can also choose to submit
reduced information to Companies House.
Certain financial services LLPs, and LLPs
whose securities are admitted to trading on
an EEA regulated market, cannot qualify as
medium-sized LLPs. Similarly, LLPs which
are part of a group which has members who
are public companies or certain financial
services LLPs or companies cannot qualify
as medium-sized for accounting purposes.

The balance sheet must contain a statement,
above the designated member’s signature,
that the accounts have been prepared in
accordance with the special provisions of
section 445(3) Companies Act 2006 (as
applied by The Limited Liability Partnerships
(Accounts and Audit) (Application of
Companies Act 2006) Regulations 2008) in
regard to medium-sized LLPs.
If you think your LLP qualifies as small or
medium-sized, you should consult a
professional accountant before you prepare
accounts in accordance with the provisions of
the legislation and Regulations.
Audit Exemption
If a small LLP qualifies for audit exemption,
it may submit unaudited accounts to
Companies House in the form of an
abbreviated balance sheet and notes or if it
chooses, full accounts. In either case, the
balance sheet must contain the following
statements above the designated member's
signature:

Medium-sized LLPs preparing accounts
under the Companies Act as applied to LLPs
(but not IAS accounts) may omit disclosures
about compliance with accounting standards
and related party transactions from the
accounts they send to their members. Also
medium-sized LLPs preparing accounts that
are not IAS accounts may choose to file a
slightly reduced version of the profit and loss
account.

'For the year ending ………………
(dd/mm/yyyy) the LLP was entitled to
exemption from audit under section 477 of
the Companies Act 2006 (as applied by The
Limited Liability Partnerships (Accounts
and Audit)(Application of Companies Act
2006) Regulations 2008) relating to small
LLPs.
The members acknowledge their
responsibilities for complying with the
requirements of the Act with respect to
accounting records and the preparation of
accounts.

Abbreviated accounts of a medium-sized
LLP must include:
•

the abbreviated profit and loss account
(this must be full if preparing IAS
accounts);

•

the full balance sheet, signed by a
designated member;

•

notes to the accounts; and .

•

a special auditor’s report.

The special auditor's report should state that
in the auditor's opinion the LLP is entitled to
deliver abbreviated accounts in accordance
with section 445(3) of the Companies Act
2006 (as applied by The Limited Liability
Partnerships (Accounts and Audit)
(Application of Companies Act 2006)
Regulations 2008) and that they are properly
prepared in accordance with regulation 4 of
The Large and Medium-sized Limited
Liability Partnerships (Accounts)
Regulations 2008).

These accounts have been prepared in
accordance with the provisions applicable
to LLPs subject to the small LLPs regime.'

Dormant LLPs
We refer you to our publication on inactive
companies:
156-COSEC-Inactive_Companies

An LLP is dormant if it has had no
'significant accounting transactions' during
the accounting period. A significant
accounting transaction is one which the LLP
should enter in its accounting records.
When determining whether an LLP is
dormant you can disregard the following
transactions:
•

fees paid to the Registrar for a change
of LLP name and filing annual returns;
and
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•

payment of a civil penalty for late filing
of accounts.

What are the conditions that a dormant
LLP must meet to be exempt from
audit?

A dormant LLP is exempt from having an
audit for that financial year if:
•

it has been dormant since its
formation; or

•

it has been dormant since the end of
the previous financial year and it meets
the following conditions:
-

it is entitled to prepare individual
accounts in accordance with the
small LLPs regime or would have
been so entitled but for the fact that
it is a member of an ineligible
group, and;

-

it is not required to prepare group
accounts for that year.

•

The right to prepare a dormant balance sheet
for filing at Companies House does not affect
the LLP’s obligations to prepare full
accounts for its members.
The following statements must appear above
the designated member’s signature:
‘For the year ending ……………………….
(dd/mm/yyyy) the limited liability
partnership was entitled to exemption from
audit under section 477 of the Companies
Act 2006 (as applied by The Limited
Liability Partnerships (Accounts and Audit)
(Application of Companies Act 2006)
Regulations 2008) relating to small LLPs.
The members acknowledge their
responsibilities for complying with the
requirements of the Act with respect to
accounting records and the preparation of
accounts.

What exemption is available?

Dormant LLPs can claim exemption from
audit and need only prepare and deliver to
Companies House an abbreviated balance
sheet and notes. You do not have to include a
profit and loss account in dormant LLP
accounts filed at Companies House.
An LLP may not take advantage of the
dormant LLP audit exemption if it was at any
time in the financial year in question an LLP
that:
•

•

is an authorised insurance company, a
banking LLP, an e-money issuer, a
MiFID (i.e. Markets in Financial
Instruments Directive) investment firm
or a UCITS (i.e. Undertakings for
Collective Investment in Transferable
Securities) management company; or
carries on insurance market activity.

An LLP is not entitled to the dormant LLP
audit exemption unless its balance sheet
contains the statements required by the Act.
What information must dormant LLP
accounts contain?

Dormant LLP accounts submitted to
Companies House need not include a profit
and loss account. Unaudited dormant
accounts are much simpler than those of a
trading LLP, but must contain:
•

a balance sheet containing statements
above the designated member’s
signature to the effect that the LLP was
dormant throughout the accounting
period;

•

any previous year's figures for
comparison - even though there are no
items of income or expenditure for the
current year; and

certain notes to the balance sheet.

These accounts have been prepared in
accordance with the provisions applicable
to LLPs subject to the small LLPs regime.'

Small LLPs that deliver a full balance sheet
may choose not to include a copy of the
profit and loss account. In this case, the
balance sheet must also contain an additional
statement that:
'The accounts have been delivered in
accordance with the provisions applicable
to LLPs subject to the small LLPs regime.'

How long do I have to submit dormant
accounts to Companies House?

You have the same time allowed for filing as
for other accounts and the same penalties, for
late filing apply.
What happens if my LLP starts trading
again?

The LLP will cease to be exempt from audit
as a dormant LLP if it:
•

begins commercial or trading activities
during the financial period; or

•

would no longer qualify for some other
reason e.g. because there have been
significant accounting transactions that
need to be entered in its accounting
records.

If either of these happened, you might have
to submit full accounts for the financial year
in which the LLP ceased to be exempt, and
the designated members might need to
appoint auditors for the LLP. However, it
may be that the LLP would qualify for
exemptions as a medium-sized or small LLP.
5
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Taxation

3

The original legislation relating to the
taxation of LLPs was included in Section 10
of the LLP Act 2000. Amendments to clarify
those provisions and to prevent tax loss
where the LLP carries on an investment or a
property investment business were included
in FA01/S75 and FA01/SCH25.
Although in general law a LLP is regarded as
a ‘body corporate’, for tax purposes a LLP is
normally treated as a ‘partnership’.
General
All LLPs are regarded in law as “bodies
corporate” and will be subject to company
legislation - such as the Companies Act 2006
and the Insolvency Act 1986. However, for
tax purposes, LLPs will generally be treated
as “partnerships”.
Section 10 of the LLP Act ensures that where
an LLP carries on a “business with a view of
profit” the members will be treated for the
purposes of income tax, corporation tax and
capital gains tax as if they were partners
carrying on business in partnership.
Each LLP is regarded as transparent for tax
purposes and each member of it will be
assessed to tax on their share of the LLP's
income or gains. This means that:
•

Members liable to income tax on their
share of the LLP's profits will be
charged tax calculated in accordance
with the rules set out in Section 111
ICTA 1988.

•

Members liable to corporation tax will
be charged tax calculated in accordance
with the rules set out in Section 114
ICTA 1988.

Computation of taxable profits of
professional businesses
HMRC’s existing guidance on what is meant
by “true and fair view” for the purposes of
calculating the taxable profits of a
professional business, will apply to LLPs for
the purposes of calculating the income tax
liability of the members of the LLP.
Capital Allowances
Where an LLP succeeds to a business, which
was previously carried on by an old
partnership, this will not of itself give rise to
a balancing event for the purposes of the
Capital Allowance provisions.

Interest Relief
Members of an LLP, who are individuals,
will be entitled to claim interest relief on the
loans they obtain in order to pay out money
applied in the circumstances set out in
Section 362(1) ICTA 1988 - provided that
they otherwise meet the conditions of the
relief.
Loss Relief
Unlike Section 117 ICTA, the undrawn
profits of a member of an LLP can't normally
be added to their subscribed capital to
calculate the limit of their entitlement to
sideways loss relief - because, subject to any
agreement between them, a member’s
undrawn profits will normally be regarded as
a debt of the LLP.
This means that the member ranks, for that
sum, alongside the other creditors in the
event of liquidation. If however the terms of
the agreement between the members
specifically provide that the undrawn profit
stands as part of a member’s capital
contribution and that agreement is
unconditional then that amount can be taken
into account in calculating the limit.
Where a member of an LLP makes a capital
contribution to a partnership in order to meet
a liability for negligence for which he/she is
personally responsible, then that amount will
be taken into account in determining the
amount of their capital contribution to the
partnership for the purposes of Section
118ZC Income and Corporation Taxes Act.
Provided that the conditions for relief are
otherwise met then that partner will be
entitled to relief up to a maximum of the
amount of that additional contribution either
under the normal sideways loss relief
provisions, or under Section 109A Income
and Corporation Taxes Act if he/she has left
the partnership, or the partnership has ceased
business.
The provisions in Section 118 C-D Income
and Corporation Taxes Act (restriction of
sideways loss relief to members of an LLP)
do not apply to an LLP, which carries on a
profession - only to one that carries on a
trade. However, if the conditions for relief
are otherwise met, a member of an LLP
which carries on a profession rather than a
trade will be entitled to loss relief:
•

Either under the normal sideways loss
relief provisions, or
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•

Under Section 109 ICTA, if he/she has
left the partnership or the partnership
has ceased business.

Overlap relief
Where a partnership carries on a trade or
profession, each partner in it is deemed to
carry on a personal trade or profession. The
basis period rules are applied to that deemed
trade or profession and any overlap profit is
personal to each partner. If, on conversion,
an LLP succeeds to the business previously
carried by an old partnership then a partner’s
personal trade or profession will be regarded
as continuing. He/she will be entitled to a
deduction for overlap relief at the time they
finally retire from the LLP (or perhaps
earlier, if the LLP changes its accounting
date).
Cessation
Where an LLP succeeds to a business
previously carried on by an old partnership,
this will not of itself involve the cessation of
the old partnership’s trade or profession.
Partnership Annuities
Where an obligation to pay an annuity is
transferred from the old partnership to the
LLP, then:
•

Members of the LLP will be entitled to
higher rate income tax relief for their
share of the ongoing payments; and

•

Incoming LLP members who assume
part of that obligation will also be
entitled to such relief for their share.

If an obligation to pay an annuity remains
with the members of the old partnership who
continue to pay it, they will be entitled to
higher rate income tax relief for their share of
those payments until the earlier of when
either:
•

They cease to be a member of the LLP;
or

•

The business originally carried on by
the old partnership ceases.

Capital Gains

Temporary cessation of trading

HMRC say that transparency of an LLP, for
capital gains purposes, is unaffected by
temporary periods of time during which no
trade or profession is carried on - for
example, if the LLP ceases to carry on one
business and disposes of its assets to realise
funds to commence another business then
those asset disposals, and any gains or losses
arising in consequence, will be treated as
those of the members.
Transfer of a business to an LLP

Where a business, previously carried on by
an old partnership, is transferred to an LLP
then, for the purposes of the Capital Gains
legislation:
•

This will not constitute a disposal by the
partners in their interests in the old
partnership’s assets.

•

The transfer will not affect:
- the availability of indexation
allowance
- the ownership period for retirement
relief
- the holding period for taper relief.

Inheritance Tax
Business property relief (BPR) and
agricultural property relief (APR)

A partner’s period of ownership for both
BPR and APR will not be regarded as being
interrupted simply by virtue of the transfer of
a trade or professional business to an LLP.
Availability of reliefs
The normal reliefs and exemptions available
to partners in an old partnership are also
available to members of an LLP. In particular
Section 10 Inheritance Tax Act 1984, which
provides an exemption for dispositions not
intended to confer gratuitous benefit, will
apply.
Stamp Duty
Transfer of property to an LLP
Section 12 of the LLP Act requires that for
the stamp duty exemption to apply:
•

the proportions of property conveyed or
transferred into an LLP must either be
unchanged “before” and “after” the
transfer, or

•

the proportions must not have been
changed for tax avoidance reasons.

Partners' capital interests

If the LLP carries on a trade or profession
with a view to profit, a partner’s capital
interest as a member of an LLP will not be
regarded as a chargeable asset on its own the members of the LLP will be directly
taxable on their share of the chargeable gains
arising on disposal of the LLP’s assets.

Although under property law the partners’
interest in the LLP will replace their interests
in the old partnership’s assets, this will be
ignored for stamp duty purposes.
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HMRC will accept that any property
transferred to the LLP within one year of its
incorporation will qualify for relief from
stamp duty under Section 12 of the LLP Act,
provided that the conditions for that relief are
met.
Section 12(2) of the LLP Act prevents stamp
duty exemption being available if property is
transferred at the time of the LLP’s
incorporation and also there are retirements
of former partners and/or admission of new
partners to the LLP4.
Transfers of interests in an LLP
An interest in an LLP is not "a chargeable
security" for stamp duty purposes. So if
stamp duty is due on the transfer of such an
interest it will be payable at the 1%, 3% or
4% rate, as appropriate, rather than the 0.5%
rate applicable to shares.
National Insurance Contributions
The National Insurance Contributions (NICs)
position of members of an LLP is the same as
that of partners in an ordinary partnership.
Thus the members of an LLP will be liable to
Class 2, Class 3 and Class 4 NICs as
appropriate to their circumstances and level
of taxable income5.

Value Added Tax
The following is an extract of HMRC’s
views on the VAT position of LLPs:
What is a Limited Liability
Partnership?
An LLP has a legal status distinct from its
members, and will be able to enter into
contracts in its own right. This means that
individual members of the LLP will be
protected from debts or liabilities arising
from negligence, wrongful acts or
misconduct of another member, employee or
agent of the LLP.
Limited Liability Partnerships and
VAT
The members of the LLP must prepare an
incorporation document for the Registrar of
Companies who, on acceptance, will issue a
certificate of incorporation. This means that
the LLP will be a corporate body, and that,
rather than the members, it will be the legal
entity for VAT purposes. The LLP itself then
becomes liable for VAT registration, subject
to the normal registration rules.

As with unlimited partnerships this does not
normally mean that the individual members
will be seen as supplying their services to the
LLPs and they therefore will not normally
have to register for VAT.
VAT liability if an existing
partnership changes to a Limited
Liability Partnership
As the legal entity has changed from that of a
partnership to a corporate body, the LLP may
have to apply for VAT registration, subject to
the normal rules. The normal Transfer of a
Going Concern (TOGC) rules will then also
apply, including those relating to any option
to tax. If the general partnership ceases to
exist, it may be possible for the VAT number
to be transferred to the LLP (Notice 700/9,
Transfer of a Going Concern, gives full
details).
Membership of a VAT group
An LLP will be able to join a VAT group
provided it meets the control conditions in
section 43A of the Value Added Tax Act
1994. This section allows two or more
corporate bodies to apply for VAT grouping
if each is established or has a fixed
establishment in the UK and one of them
controls the others; or one person controls all
of them; or two or more individuals carrying
on a business in partnership control all of
them.
A corporate body is "controlled" by its
"holding company". Individuals can fulfil the
definition of a "holding company" without
actually being a corporate body themselves.
So, for VAT grouping purposes, individuals
can "control" a corporate body. The terms
"control" and "holding company" are defined
in section 736 of the Companies Act 1985.
Thus, if the LLP fulfils these control
conditions with a number of subsidiary
companies, it may form a VAT group with
them. It is also possible that a group could be
formed by two or more eligible companies
and a LLP, where those eligible companies
are controlling partners in the LLP.
Customs will also see the third of the above
control conditions i.e. two or more
individuals carrying on a business in
partnership control all of them - being met
when the members of a LLP control all of the
corporate bodies to be grouped.
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Regulations

Form

The Limited Liability Partnerships
Regulations 2001 are published by the
Stationery Office and are on the Internet at:
www.legislation.hmso.gov.uk/si/si2001/draft
/20019093.htm

The Regulations are structured in seven parts
accompanied by six schedules. They apply to
LLPs, with appropriate modifications to
reflect the structure of LLPs, a large number
of the provisions contained within the
Companies Acts 1985 and 1989, the
Insolvency Act 1986 and the Company
Directors Disqualification Act 1986.

Forms
Companies House has published a list of the
various forms that may be required for LLP
and draft copies are available on their
website. The main forms are shown below7:
Form

Name of Form

Previous
Form ID

LL
IN01

Application for the
incorporation of a Limited
Liability Partnership (LLP)

LLP2

LL
AP01

Appointment of member of a
Limited Liability Partnership
(LLP)

LLP288a

LL
AP02

Appointment of corporate
member of a Limited Liability
Partnership (LLP)

LLP288a

LL
AP03

Appointment of judicial factor
(Scotland) to a Limited Liability
Partnership (LLP)

LL
CH01

Change of details of a member
of a Limited Liability
Partnership (LLP)

LLP288c

LL
CH02

Change of details of a
corporate member of a Limited
Liability Partnership (LLP)

LLP288c

LL
CH03

Change of service address for
a judicial factor (Scotland) of a
Limited Liability Partnership
(LLP)

LL
TM01

Termination of appointment of
member of a Limited Liability
Partnership (LLP)

LL
TM02

Termination of appointment of
a judicial factor (Scotland) of a
Limited Liability Partnership
(LLP)

Previous
Form ID

LL
AA01

Change of accounting
reference date of a Limited
Liability Partnership (LLP)

LLP225

LL
AA02

Notice of removal of auditor
from a Limited Liability
Partnership (LLP)

LLP391

LL
AD01

Change of Registered Office
Address of Limited Liability
Partnership (LLP)

LLP287

LL
AD02

Notification of the single
alternative inspection location
(SAIL) of a Limited Liability
Partnership (LLP)

LL
AD03

Change of location of the
records to the single
alternative inspection location
(SAIL) of a Limited Liability
Partnership (LLP)

LL
AD04

Change of location of the
records to the registered office
of a Limited Liability
Partnership (LLP)

LL
AD05

Notice to change the situation
of an England and Wales
Limited Liability Partnership or
a Welsh Limited Liability
Partnership (LLP)

LLP287a

LL
AR01

Annual Return of a Limited
Liability Partnership (LLP)

LLP363

LL
DE01

Notice of change of status of a
Limited Liability Partnership
(LLP)

LLP8

LL
NM01

Notice of change of name of a
Limited Liability Partnership
(LLP)

LLP3

LL
DS01

Striking off of application by a
Limited Liability Partnership
(LLP)

LLP652a

LL
DS02

Withdrawal of striking off
application by a Limited
Liability Partnership (LLP)

LLP652c

LL
LQ01

Notice of appointment of an
administrative receiver,
receiver or manager by a
Limited Liability Partnership
(LLP)

LLP405(1)

LL
LQ02

Notice of ceasing to act as an
administrative receiver,
receiver or manager by a
Limited Liability Partnership
(LLP)

LLP405(2)

LL
RP01

Replacement of document not
meeting requirements for
proper delivery for a Limited
Liability Partnership (LLP)

LL
RP02A

Application for rectification by
the Registrar of Companies for
a Limited Liability Partnership
(LLP)

LL
RP02B

Application for rectification of a
registered office address by
the Registrar of Companies for
a Limited Liability Partnership
(LLP)

6

The notes accompanying the regulations
explain that the regulations regulate LLPs by
applying to them, with appropriate
modifications, the appropriate provisions of
the existing law that relate to companies and
partnerships.

Name of Form

LLP288b

9

Limited Liability Partnerships

Form

LL
RP03

LL
VT01

Name of Form

Previous
Form ID

Notice of an objection to a
request for the Registrar of
Companies to rectify the
Register for a Limited Liability
Partnership (LLP)

LL
MG04s

Certified voluntary translation
of an original document that is
or has been delivered to the
Registrar of Companies for a
Limited Liability Partnership
(LLP)

LL
RT01

Application for administrative
restoration of a Limited
Liability Partnership (LLP) to
the Register

LL
MG01

Particulars of a mortgage or
charge created by a Limited
Liability Partnership (LLP)

LLP395

LL
MG02

Statement of satisfaction in full
or part of mortgage or charge
by a Limited Liability
Partnership (LLP)

LLP403a

LL
MG04

Application for registration of a
memorandum of satisfaction
that part (or the whole) of the
property charged (a) has been
released from the charge; (b)
no longer forms part of the
Limited Liability Partnership's
(LLP's) property

LL
MG06

Particulars of charge subject to
which property has been
acquired by a Limited Liability
Partnership (LLP)

LLP400

LL
MG07

Particulars for the registration
of a charge to secure a series
of debentures by a Limited
Liability Partnership (LLP)

LLP397

LL
MG08

Particulars of an issue of
secured debentures in a series
by a Limited Liability
Partnership (LLP)

LLP397a

LL
MG09

Certificate of registration of a
charge comprising property
situated in another UK
jurisdiction by a Limited
Liability Partnership (LLP)

Form

LLP403b

Name of Form
Application for registration of a
memorandum of satisfaction
that part (or the whole) of the
property charged (a) has been
released from the fixed
charge; (b) no longer forms
part of the Limited Liability
Partnership's (LLP's) property
by an LLP registered in
Scotland

Previous
Form ID

LLP419b

LL
MG05s

Application for registration of a
memorandum of satisfaction
that part (or the whole) of the
property charged (a) has been
released from the floating
charge; (b) no longer forms
part of the Limited Liability
Partnership's (LLP's) property
by an LLP registered in
Scotland

LLP419b

LL
MG06s

Particulars of a charge subject
to which property has been
acquired by a Limited Liability
Partnership (LLP) registered in
Scotland

LLP416

LL
MG07s

Particulars for the registration
of a charge to secure a series
of debentures by a Limited
Liability Partnership (LLP)
registered in Scotland

LLP413

LL
MG08s

Particulars of an issue of
secured debentures in a series
by a Limited Liability
Partnership (LLP) registered in
Scotland

LLP413a

LLP398

Particulars of an instrument of
alteration to a floating charge
LLP466 created by a Limited Liability
Partnership registered in
Scotland

LLP466

LL
MG01s

Particulars of a charge created
by a Limited Liability
Partnership (LLP) registered in
Scotland

LLP410

LL
MG02s

Statement of satisfaction in full
or part of a fixed charge by a
Limited Liability Partnership
(LLP) registered in Scotland

LLP419a

LL
MG03s

Statement of satisfaction in full
or part of a floating charge by
a Limited Liability Partnership
(LLP) registered in Scotland

LLP419b
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Table of Comparisons

8

Attributes

Partnership

LLP

Limited Company

Seal

None.

Optional.

Optional.

Registers

No.

No (except of debentures).

Yes.

Annual Return

No requirement.

Yes – filing at Companies House.

Yes – filing at Companies House.

Accounts requirements and
public filing etc.

No statutory requirements.

Usually the same as a limited company with
accounts in prescribed format. Some audit
exemptions and small company exemptions. No
directors' report. If profits of LLP more than
£200,000 disclose the profit attributable to the
member with the largest share*. No
presentation of accounts to a General Meeting,
but they have to be sent to members.

Filing accounts in prescribed format.
Some audit exemptions and small
company exemptions.
Accounts to be sent to members each
year.

* only applies to large and medium sized LLPs
Auditors

No.

Same as for a limited company.

Subject to exemptions.

Charges and registration

No.

Yes, can be created and registered.

Yes, can be created and registered.

Striking off etc.

Not applicable.

Yes.

Yes.

Insolvency Act provisions

Unlimited liability of every
partner for all debts of the
business. Act doesn't generally
apply.

Limited liability, generally as for a limited
company. Members contribute up to amount
agreed. Insolvency Act applies. Special provision
enabling the Court to order clawback of funds
siphoned off from an insolvent LLP.

Limited Liability of Members Insolvency
Act applies.

Is it a corporate body?

No (but difference in Scotland).

Yes.

Yes.

Capacity to operate

Unlimited.

Unlimited.

May be restricted by objects.

Taxation on income

Taxed as a partnership.

Taxed as a partnership.

Shareholders and directors pay personal
tax on money extracted from the
company and the company pays
corporation tax on undistributed profit.

Registration at Companies
House

No for English general
Partnerships (1890 Act) but
1907 Act Limited Partnerships
are required to register at
Companies House.

The incorporation document, in a form approved
by the Registrar will state partnership name, RO
address and names and addresses of members
and whether they are designated members. A
statement of compliance is required instead of a
statutory declaration. Other changes largely
mirror limited company forms.

The Form IN01 Application to register a
company must be submitted to the
Registrar of Companies. Companies House
must be notified on form AP01 of the
appointment of a new director (TM01 for
termination), on form AP03 (form TM01
for termination) of the appointment of a
new secretary and changes in name or
address etc. on form CH01 (directors) and
form CH03 (secretary).

Constitution Agreement

Optional. In default, partnership
law applies certain assumptions.

Optional, but in practice one will be necessary.
Partnership law does not apply but default
elements may apply in the absence of provision
by agreement. The agreement is private to the
members and is very flexible.

Compulsory, available on public record.
Model Articles, in form of Table A etc, are
available.

Number of members

Minimum of 2 (can include a
company).

Minimum of 2 (can include a corporation).

Minimum of 1 (can be a corporation).

Share Capital

None.

None.

Yes (except for guarantee companies

Capital Maintenance

No restrictions. No minimum
contribution.

No restrictions. No minimum contribution.

A company is formed with an authorised
capital: it can be increased but usually
cannot be reduced.

Decision making
procedures

As in agreement, otherwise
partnership law applies (every
partner may take part in the
management - except in limited
partnerships).

As provided for in Members’ Agreement. Totally
flexible. Partnership law does not apply but
elements may apply in absence of provision by
agreement.

Heavily regulated.

Directors

None.

None. But concept of "designated members"
applies for certain matters.

From 1 October 2008 all companies
whether private or public must have at
least one director who is a natural person
who is at least 16 years old.

Secretary

None.

None.

Yes and it can be a person or a company
but a private limited company does not
have to have a company secretary but it
can choose to include in its articles a
requirement to have one.

Name restrictions and
requirements

No registration of name.

Yes, similar restrictions to those relating to
limited companies.

Yes.

Who can commit the
organisation

Every partner in usual way of
business of kind carried on by
partnership unless no authority
and 3rd party knows this.

Any member, unless he had no authority and
third party know this.

Board of Directors.
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Companies Act 2006
The Companies Act 1985 and 1989 were
applied to limited liability partnerships, in
part, by The Limited Liability Partnership
Regulations 2001.
The provisions in the Companies Act 2006
have now come into force and have been
applied to limited liability partnerships.
On 14 July 2009, OPSI published two items
relating to LLPs:
•

The Limited Liability Partnerships
(Application of Companies Act 2006)
Regulations 2009, together with an
explanatory memorandum.

•

The Limited Liability Partnerships
(Amendment) Regulations 2009,
together with an explanatory
memorandum.

The Regulations
The Regulations complete the application of
the Companies Act 2006 (“the 2006 Act”) to
limited liability partnerships (“LLPs”). The
accounts and audit provisions of the 2006
Act have already been applied to LLPs with
effect from 1 October 2008. These
Regulations apply as appropriate (with
modification) the remaining provisions of the
2006 Act. They came into force on 1 October
2009, to coincide with the final
implementation of the 2006 Act for
companies.
Particular points of interest to note are:
•

The Regulations make some
substantive changes to the law relating
to LLPs. Part 5 of the Regulations
applies, with modification, sections 162
to 165 of the 2006 Act on registers of
directors. As from 1st October 2009 an
LLP will have to keep a register of its
members containing certain particulars,
including a service address for each
individual member and stating whether
a member is a designated member. The
LLP must give notice to the Registrar of
Companies of the place at which the
register is kept available for inspection
and any changes in that place (unless it
is kept at all times at the LLP’s
registered office). It must also be open
for inspection by any member of the
LLP without charge and by any other
person for a fee. With effect from
1 October 2009 an LLP will also have to
keep a register of each member’s usual
residential address. However, where a
confidentiality order under section 723B
of the 1985 Act, as applied to LLPs, was
in force prior to 1 October 2009,
particulars of the usual residential
address, if contained in the register of

members, do not have to be available
for inspection. The new provisions on
protection from disclosure of addresses
in sections 240 to 246 of the 2006 Act
are also applied to LLPs by regulation
19.
•

Part 13 of the Regulations applies to
LLPs the 2006 Act provisions on
dissolution and restoration to the
register. If an LLP carries on business
without at least two members for more
than 6 months, the remaining member
is liable (jointly and severally with the
LLP) for the debts contracted during the
period. However, under the current law,
an LLP with fewer than two members is
not able to apply for voluntary strikeoff of the LLP. Section 1003 on
voluntary striking off has therefore
been applied to LLPs, modified to
enable a sole remaining member to
dissolve the LLP.

The Amendment Regulations
The Amendment Regulations reinstate the
accidental repeal by the Regulations of the
application to LLPs of Part 18 of the 1985
Act (floating charges in Scotland). As a
result of the Amendment Regulations, which
also come into force on 1 October 2009, the
existing rules on such floating charges will
continue as they currently apply.
Among the elements of the 1985 Act that
were applied to LLPs, two are not being
repealed – relating to investigations and to
floating charges under the law of Scotland.
The main regulations (in Schedule 2,
paragraph 13(5)) correctly preserved the
application to LLPs of the provisions on
investigations, but did not preserve the
application by the LLP Regulations 2001 of
provisions of the 1985 Act on floating
charges created under the law of Scotland.
More information on the Companies Act
2006 can be found in our publication:
736 – Companies Act 2006
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Further Information
Setting up a Limited Liability Partnership
brings many obligations. Please check with
us as to whether a Limited Liability
Partnership is the best way for you to run
your business.
This guide is for general interest - it is always
essential to take advice on specific issues.
We believe that the facts are correct as at the
date of publication, but there may be certain
errors and omissions for which we cannot be
responsible.
If you would like to receive further
information about this subject or other
publications, please call us – see our contact
details on the next page.
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Online Business Library***
Bizezia’s Online Business Library is number one in the country with a comprehensive collection of nearly 700
professionally written and informative publications that you can offer free to your clients and prospects direct
from your website. These unique publications cover an extensive range of business topics from tax to
marketing. The library allows you to add significant value to the service you offer to your clients and help
you to build relationships with prospective clients.

Better Business Focus***
Better Business Focus is a web-based monthly magazine that is personalised to your firm, underlining your
credentials as a specialist business adviser. It will strengthen your clients’ confidence in your firm and
demonstrate that you are a progressive and innovative organisation, willing to go that extra mile.
*** Now available in Kindle and iPad format

IMPORTANT MESSAGE
If you want to out-pace your competitors and deliver cutting edge business improvement ideas to your
customers/clients, then subscribe now to Better Business Focus and Online Business Library today.
Own-branding is now available: Both Better Business Focus and Online Business Library can be delivered from
your own website with your own-branded corporate image to your clients and prospects.
For details of subscription rates, visit Bizezia at: http://www.bizezia.com or call +44 (0) 1444 884220

