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s the saying goes, “the keystone of successful 
business is cooperation”. And effective business 
cooperation comes from partnership, which 
itself is borne out of mutual business needs and 
the spirit to spread beyond the limited domains, 

frontiers and resources of those involved. Indeed, business 
alliances or partnerships have become an integral part of 
contemporary strategic business thinking, particularly in the 
backdrop of fast changing markets, technologies and customers/
clients. And if such an arrangement insulates the partners from 
each-other’s individual detriments, the business becomes all 
the more sustainable, seamless, less risky, flexible and easy to 
function. The increasingly popular concept of Limited Liability 
Partnership (LLP) is just that, and more. A hybrid between a 
company and a partnership, it is the new age alternative corporate 
business form that gives the benefits of limited liability of a 
company and the operational flexibility of a partnership. 

Ever since the enactment of Limited Liability Partnership 
Act, 2008 with effect from April 1, 2009, following successful 
adoption of this form of business structure in many countries 
like the US, the UK, Japan, Singapore, China etc., the LLPs 
are increasingly becoming India’s preferred vehicle of business 
for small and medium enterprises, particularly in the service 
industry, and organisations involving professionals, including 
Chartered Accountants. The rapid growth of the service sector 
in India is considerably helping to create the environment and 
demand for the LLP with every passing year, so much so that 
despite having been originally created to enable the professions 
to take advantage of limited liability, its popularity is growing 
among a much wider range of businesses.

There is no denying the fact that India has seen a 
tremendous upsurge in the services sector with its professionals 
being rated among the best in the world. In such a scenario, 
it is the need of the hour that entrepreneurship knowledge 
and risk capital combine to take our commendable economic 
growth to the next level. This task is well achievable as the 
services sector promises an economic opportunity similar to 
or rather more than that provided by information technology 
in recent years. It is predicted that in the near future, Indian 
professionals would be much in demand for providing 
accountancy, legal and various other technical services to a 
wide range of entities beyond our borders. Such services would 
call for multidisciplinary combinations that would offer a menu 
of solutions to international clients. The clients are already 
demanding all solutions and diverse professional skill-sets 
under one roof, be it for taxes, foreign exchange, raising of 
funds, business agreements, labour law compliance, MIS and 
computer systems, documentation, internal and management 
audit or legal compliances and more. 

The Government too is rightly encouraging the LLPs as it 
desires entrepreneurs to focus on core activity, and the direct tax 
benefits flowing from the LLPs is just one of many advantages 
provisioned by it. Particularly from the point of view of taxation, 
an LLP has been given considerable advantages., For example, 
an LLP does not attract Dividend Distribution Tax, Deemed 
Dividend, Wealth Tax, etc. which are applicable to a company. 

Another distinct advantage is that, an LLP, irrespective of 
profit or loss in a given year, can claim interest upto 12% on 
capital and borrowings from partners. Moreover, with the 
objective of encouraging small companies to convert to LLPs, 
provisions have been made under the Act to give immunity 
from capital gains tax by not treating ‘conversion’ as ‘transfer’. 
The Government is incorporating enabling provisions in the 
regulations governing various professions. The new Companies 
Act, 2013 has also provided an option of One Person Company 
(OPC) but the sole proprietor can go for forming an OPC and 
then form an LLP with his OPC as another partner. A FDI policy 
for LLPs is already in place to attract more foreign investments. 
The government had, in 2011, allowed FDI in the LLPs in 
sectors where 100% foreign direct investment is permitted under 
the automatic route although only after government approval. 

In this scenario, this new business vehicle offers a wide 
range of opportunities to our professionals, particularly 
Chartered Accountants that can enormously widen their 
professional horizon. Besides the general advisory role, the 
Chartered Accountants can look at this vehicle from two fold 
perspective – first for the practicing profession and second 
for other professional practices. The CAs should take note of 
the fact that the trend of developed countries to ‘imminently 
have’ entities and individuals expertising in financial affairs as 
partners for professional practices is fast coming to India too. 

Further, as per the company law, income tax law, etc., the 
LLPs can now be appointed for carrying on attest function. 
However, updating of certain state laws may still be pending in 
that respect, which calls for research and necessary amendments. 
From the accountancy regulator perspective, the ICAI has also 
formed a group to study and firm up modalities with respect 
to Limited Liability Partnership and Multi-Disciplinary 
Partnerships and suggest modifications in the law if required. 

 CAs can be very effective in developing the LLP deeds 
tailor-made for different propositions. CAs can also serve as 
‘outsourced finance director’ in LLPs. Further, the LLPs are 
required to maintain proper books of accounts in the prescribed 
manner according to the double entry system of accounting 
at its registered office for the specified period of time. The 
LLPs are also required, within a period of six months from the 
end of each financial year, to prepare a Statement of Account 
and Solvency for the said financial year, which report is then 
required to be signed by the designated partners of the LLP. 
The LLPs have to file an annual return duly authenticated with 
the Registrar within sixty days of closure of its financial year. 
Certain penal provisions have also been provided by the law 
for the contravention of the provisions pertaining to financial 
disclosures. All these require the valuable services of the CAs. 
Moreoever, taxation of the LLPs has opened up a new area 
of professional practice for CAs and other tax professionals. 
Through the LLP comes a high potential opportunity which 
Indian professionals must seize.
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