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PARTNERSHIP 

LAW 
 

 

A. Partnership Act, 1932 

The law of partnership is contained in the Indian Partnership Act of 1932. The Act came into 

force on 1st October, 1932. This act is based on the English law relating to partnership. 

Partnership is an association of two or more persons, formed as a result of an agreement to 

carry on some business, and the agreement must be to share the profits of the business. A 

partnership will come into existence only where all the above mentioned elements are 

present. 

a. Nature and characteristics of Partnership 

Section 4 of the Act defines a partnership as “the relation between persons who have agreed 

to share the profits of a business carried on by all or any of them acting for all”. This 

definition is also in similar line with the definition provided by Sir F.Pollock. An analysis of 

the definition provides the essential characteristics of a partnership. 

The essential characteristics of a partnership are as follows: 

1. Relation between two or more persons: Partnership can occur only with a minimum 

of two persons. The Partnership Act does not mention anything about the maximum 

number of persons who can be partners in a partnership firm. However, Companies 

Act, 2013 lays down the limit on the maximum number of partners in a partnership. 

2. Agreement: Partnership is the result of a contract. It does not arise from status, 

operation of law, or inheritance. But comes into existence with a mutual agreement 

between the partners. 

3.  Carrying on business: The partnership to be called so, the concerned parties must 

have agreed to carry on a business. The term ‘business’ has been used in the Act in its 

widest sense and includes every trade, occupation or profession. 

4. Sharing of profits: The agreement to carry on a business must be with the object of 

making and sharing profits amongst all the partners. The profits (or losses) must be 

shared among partners in the agreed ratio. 
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5. Mutual Agency: The partnership business must be carried on by all partners or any 

(one or more) of them acting for all. In other sense, there must be mutual agency. 

Thus, every partner is both an agent and a principal for himself and the other partners. 

6. Utmost good faith: The partners are bound to act in utmost good faith and have to be 

just and faithful to each other. This assumes greater significance, since partners act 

both as an agent and a principal for himself and the other partners. 

7. Unlimited Liability: In partnership, the liability of partners is joint as well as 

unlimited. Each partner is personally and jointly liable to an unlimited extent and 

each partner’s personal property is liable for clearing the debts of the firm, if 

partnership liabilities cannot be fully discharged our of partnership property. 

8. No separate legal existence: Partnership firm does not have any separate legal 

significance or existence, in its own right, other than the persons constituting it 

jointly. 

9. Restriction on transfer of interest: In a partnership firm there is a restriction on the 

transfer of interest. A partner cannot transfer his interest at his own will,  it can be 

done only at the consent of other partners. 

b. Registration of Partnership firm 

The partnership should be registered as soon as it is formed with the Registrar of Firms in the 

area. In the absence of registration, the firm will not be able to enforce its legal remedies 

against outsiders, and the partners also cannot enforce the conditions laid down in the 

‘partnership deed’ through a court of law. The following basic facts must be borne in mind by 

the persons desirous of entering into an agreement of partnership. 

1. A partnership may be formed by oral or by written agreement or an agreement of 

partnership can be inferred from the conduct of the parties. 

2. The successful working of a partnership depends upon mutual confidence and utmost 

good faith among the partners because each partner is an agent of others and binds 

them to the fullest extent of their fortunes. 

3. All the essential elements of a valid contract must be present There must be free 

consent of the parties who must be competent to contract and the object of the 

partnership should not be forbidden by law or immoral or opposed to public policy. 
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4. The mutual rights and obligations of partners must be discussed in detail and should 

be put in black and white in the shape of a ‘partnership deed’ before the partnership is 

actually started. 

Partnership Deed 

The document in which the respective rights and obligations of the members of a 

partnership are set forth is called a ‘partnership deed’. It should be drafted with care and 

be signed by all the partners. It must be stamped in accordance with the Indian Stamp 

Act. Each partner should have a copy of the deed. The firm should be registered and copy 

of the Deed should be filed at the time of registration with the Registrar of Firms because 

in the absence of such registration, partners cannot enforce the conditions laid down in 

the Deed through a court of law. 

The Deed should cover the following points: 

I. The name of business and the names and the addresses of partners who compose 

it. 

II. Nature of business and the town and place where it will be carried on. 

III. Date of commencement of partnership. 

IV. The duration of partnership. 

V. The amount of capital to be contributed by each partner and the methods of 

raising finance in future if so required. 

VI. The ratio of sharing profits or losses. 

VII. Interest on partners’ capital, partners’ loan and interest if any, to be charged on 

drawings. 

VIII. Salaries, commission etc if any, payable to partners and other terms etc. 

Duration of Partnership 

From the duration point of view the partnership may be classified into the following two 

categories: 

1. Partnership at will: Where no provision is made by contract between the partners for the 

duration of their partnership or for the determination of their partnership, the partnership 

is ‘partnership at will’ (Sec. 7). Thus, the essence of a ‘partnership at will’ is that the 

partners do not fix any term of partnership and are free to break their relationship at their 

sweet will. 
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2. Particular partnership: When a partnership is formed for a particular period or for a 

specific venture e.g., for working a coal mine or producing a film it is called a ‘particular 

partnership’ (Sec. 8). Before such time the partnership would not be dissolved unless all 

the partners agree to it (Sec.40). 

c. Types of Partners 

The different types of partners are the following: 

1. Active or Actual Partners 

Partners who take an active part in the conduct of the partnership business are called ‘actual’ 

or ‘ostensible’ partners. They are full – fledged partners in the real sense of the term. Such a 

partner must give a public notice of his retirement from the firm in order to free himself from 

liability for acts after retirement. 

2. Sleeping or Dormant Partners 

A dormant or sleeping partner is one who does not take an active part in the business of the 

firm. This partner shares profits and losses, has a voice in management, but his relationship 

with the firm is not disclosed to the general public. He is liable to the third parties for all acts 

of the firm just like an undisclosed principal. He is however, not required to give public 

notice of his retirement from the firm. 

3. Silent Partners 

Those who by agreement with other partners have no voice in the management of the 

partnership business are called ‘silent’ partners. They share profits and losses, are fully liable 

for the debts of the firm and may take active part in the conduct of the business. 

4. Partners in Profit only 

A partner who has stipulated with other partners that he will be entitled to a certain share of 

profits, without being liable for the losses, is known as a ‘partner in profits only’. As a rule, 

such a partner has no voice in the management of the business. However, his liability vis-à- 

vis third parties will be unlimited. 

5. Partners by Holding out or by Estoppels 

Actually such a person is not a partner in that firm – no agreement, no sharing in profits and 

losses, no say in the management, may not be a partner , he becomes responsible to outsiders as a 

partner on the principle of estoppels or holding out. If a person represents to the outside world by 

words spoken or written or by his conduct or by lending his name, that he is a partner in a certain 
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partnership firm, he is them stopped from denying his being a partner, and is liable as a partner in 

that firm to anyone who has on the faith of such representation granted credit to the firm. 

6. Nominal partners 

A nominal partner, as the name suggests, is a partner only in name. Thus, where a person’s name 

is used as if he were a partner of the firm, though actually he is not, he will be known as a 

‘nominal partner’. Such a partner is not entitled to share the profits of the firm but is liable for all 

acts of the firm as if he were a real partner. 

7. Sub – partners 

A sub – partnership comes into existence when one of the partners agrees to share the profits 

derived by him from the firm with a stranger. That stranger is called a ‘sub – partner ’. The sub – 

partner is not a partner in the eyes of the law and, therefore, has no rights against the firm. He is 

also not liable for the debts of the firm. 

8. Working partners 

A partner, because of his special qualification, may be assigned the management and control of 

the business. Such a partner is commonly known as a ‘working partner’. The working partner 

normally receives a fixed amount of salary, besides his share in the profits of the firm. Other 

partners, however, remain liable to the third parties for all his acts. 

d. Incoming Partners and Outgoing Partners 

Incoming Partners: No person can be introduced as a partner into a firm without the consent of 

all the existing partners. Thus, a person who is admitted as a partner into an already existing firm 

with the consent of all the existing partners is called as ‘incoming partners’. An incoming partner 

does not become liable for any act of the firm done before his admission as a partner. However, 

where he specifically agreed to bear the past liabilities, he will be liable to the other partners for 

the same. 

Outgoing Partners: A partner who leaves a firm in which the rest of the partners continue to 

carry on business is called a ‘retired’ or ‘outgoing partner’. Notice to a partner who habitually 

acts in the business of the firm of any matter relating to the affairs of the firm operates as notice 

to the firm, except in the case of a fraud on the firm committed by or with the consent of that 

partner. 

e. Rights and Duties of Partners 

Rights of Partners 
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A partner has certain rights as per the provisions of the Partnership Act. They are following: 

 
1. Right to take part in the conduct of the business: As per Section 12 [a] of the Act, 

every partner has the right to take part in the conduct of the business of the firm. 

2. Right to be consulted: Every partner has the right to be consulted and heard with 

respect to the conduct of the business, before any matter is decided. 

3. Right of access to books: Every partner has the right to have access to and inspect 

and copy of the books of the firm. 

4. Right to share the profits: Section 13 [d] of the Act provides every partner, 

irrespective of the amount of contribution, the right to share equally the profits earned 

by the firm. 

5. Right to Interest on advances: Where a partner makes any payment or advances 

beyond the amount of capital he has agreed to subscribe, he is entitled to receive 

interest at the rate of 6% per annum. 

6. Right to Indemnity: As per Section 13 [e], every partner has the right to indemnity 

from the firm in respect of payments made or liabilities incurred by him. 

Duties of Partners 

The duties of partners are imposed by law and are not subject to any contract to the contrary. 

These duties are mandatory in nature and are applicable to all partnerships and cannot be varied 

by agreement among the partners. The following are some of the duties of partners: 

1. Duty to carry on the business to the greatest common advantages: According to 

Section 9 of the Act, every partner is bound to carry on the business of the firm to the 

greatest common advantage. It implies that every partner must use his knowledge and 

skill for the benefit of the firm and not for his personal gains. 

2. Duty to be just and faithful: An ideal partnership is said to be one where there is mutual 

trust and confidence, and spirit of helpfulness and goodwill among the partners. As such 

every partner must be just and faithful to his co – partners. 

3.  Duty to render true accounts: Every partner must render true and proper accounts to 

his co – partners. Each partner must be ready to explain the accounts of the firm and 

produce vouchers in support of the entries. A partner should not make secret profits at the 

expense of the firm. 
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4. Duty to provide full information: All partners must give full information of all matters 

affecting the firm to his co – partners. A partner, being an agent of other partners, must 

not conceal any information concerning the firm from the other partners. 

5. Duty to indemnify for loss caused by fraud: According to Section 10 , if a partner 

despite acting in a bona fide manner causes loss due to neglect or want of skill or 

omission, the loss is borne by the firm. When a partner causes loss to the firm due to any 

fraud committed against a third party, the same must be recovered from the guilty partner 

and cannot be shared among all the partners. 

6. Duty to be liable jointly and severally: As per Section 25, every partner is liable, jointly 

and severally, to third parties for all acts of the firm done while he a partner. The liability 

of all the partners is not only joint and several but also unlimited. 

7. Duty not to assign his interest: Section 29 states that no partner without the consent of 

other partners can assign or transfer his partnership interest to any third person so as to 

make him a partner in the business. He can, however, assign his share of the profit and 

his share in the assets of the firm. But here the transferee shall not have any right to 

interfere in the conduct of the business. 

f. Implied Authority of a Partner 

The firm is also bound by all acts of a partner done within the scope of his implied authority. 

An implied authority of a partner can be inferred from the circumstances of the case. Generally 

speaking, such acts of a partner which are incidental to or usually done in the course of the 

proper conduct of the business come within the scope of his implied or ostensible authority. 

Sections 19 (1) and 22 define the scope of the implied authority of a partner. Accordingly, for an 

act to be covered within the implied authority it is necessary that: 

i. The act should be done for carrying on the business of the kind carried on by the 

firm; 

ii. The act should be done in the usual way of such business and 

iii. The act must be done in the firm name or in any other manner expressing or 

implying an intention to bind the firm. 

Thus, the implied authority of a partner cannot extend to his acts done beyond the scope of the 

business of the firm. If in a firm of cloth merchants, a partner buys sugar, that will be outside the 

implied authority of the partner for which the firm cannot be bound. In case of trading or  
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commercial firm, a partner, in the exercise of his implied authority, can bind the firm by any of 

the following acts: 

i. Buying and selling goods , on behalf of the firm, in which the firm deals; 

ii. Receiving payments of the debts due to the firm and giving valid receipts for them; 

iii. Contracting debts and paying debts on behalf of the firm; 

iv. Settling accounts with persons dealing with the firm; 

v. Employing servants for partnership firm; 

vi. Drawing cheques, accepting or endorsing bills of exchange and promissory notes in 

the name of the firm. 

vii. Pledging movable property of the firm; 

viii. Suing on behalf of the firm and defending suits in the name of the firm. 

g. Modes of Dissolution of Partnership 

Sections 39 of the Act deals with dissolution of partnership firm. Section 40 to 44 deal with the 

various modes of dissolution of a firm. A firm may be dissolved in the following manner: 

1. Dissolution by mutual agreement: Partnership which is created by an agreement can 

also be dissolved by mutual agreement. 

2. Compulsory Dissolution: A firm gets compulsorily dissolved in the following cases: 

a. By the adjudication of all the partners or of all the partners but one is insolvent. 

b. On the happening of any event which makes it unlawful for the business of the 

firm to be carried on. 

c. If all the partners, or all but one partner, are declared insolvent. 

d. On the happening of any event by which the business being carried on by the 

partners becomes illegal. 

3. Dissolution on the happening of certain contingencies: According to Section 42, a firm 

will be dissolved on the happening of the contingencies: 

a. If constituted for a fixed term, by the expiry of that term. 

b. If constituted to carry out one or more adventures or undertakings, by the 

completion thereof 

c. By the death of a partner. 

d. By the adjudication of a partner as an insolvent. 
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4. Dissolution by notice of partnership at will : Where the partnership is at will, the firm 

may be dissolved by any partner by giving notice in writing to all the other partners of his 

intention to dissolve the firm. 

5. Dissolution by the Court: At the suit of a partner, the court may dissolve a firm on any 

of the following grounds: 

a. If a partner has become of unsound mind. 

b. Any partner becoming permanently incapable of performing his duties. 

c. A partner becoming guilty of conduct which is likely to affect prejudicially the 

carrying on of the business. 

d. If a partner willfully or persistently commits breach of agreements relating to the 

management of the affairs of the firm. 

e. If a partner has, in any way, transferred the whole of his interest in the firm to a 

third party. 

f. When the business of the firm cannot be carried on except at a loss. 

g. On any other ground which renders it just and equitable that the firm should be 

dissolved. 

B. Limited Liability Partnership 

 

 

 

A. Salient Features Of Limited Liability Partnership 
 

Limited liability partnership to be body corporate: 

1. A limited liability partnership is a body corporate formed and incorporated under 

Limited liability partnership Act 2008 and is a legal entity separate from that of its 

partners. 

2.  A limited liability partnership shall have perpetual succession like a company has under 

Companies Act 1956. 

3.  Any change in the partners of a limited liability partnership shall not affect the  

existence, rights or liabilities of the limited liability partnership. 

4.  Non-applicability of the Indian Partnership Act, 1932. —Save as otherwise provided, 

the provisions of the Indian Partnership Act, 1932 (9 of 1932) shall not apply to a limited 

liability partnership. 
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5.  Partners. Any individual or body corporate may be a partner in a limited liability 

partnership: Provided that an individual shall not be capable of becoming a partner of a 

limited liability partnership, if— 

a. he has been found to be of unsound mind by a Court of competent jurisdiction 

and the finding is in force; 

b. he is an undischarged insolvent; or 

c. he has applied to be adjudicated as an insolvent and his application is pending. 

6. Minimum number of partners. 

1. Every limited liability partnership shall have at least two partners and there is no 

maximum limit. 

2. If at any time the number of partners of a limited liability partnership is reduced 

below two and the limited liability partnership carries on business for more than six 

months while the number is reduced to one , the person, who is the only partner of 

the limited liability partnership during the time that it so carries on business after 

those six months and has the knowledge of the fact that it is carrying on business 

with him alone(one member and business ), shall be liable personally for the 

obligations of the limited liability partnership incurred during that period. 

 
B. Differences between LLP and Partnership and company 

1. A limited liability partnership has advantages of a Company as well as partnership it 

is a separate legal entity like a company and are governed by their respective laws 

and acts viz companies are governed by Companies Act 1956 partnerships are 

governed by partnership Act 1938 and in the same way Limited liability partnership 

is governed by Limited liability partnership Act 1998. 

2.  Registration is not important for a partnership whereas registration is important for 

Companies and LLP with registrar of companies. So far as creation is concerned a 

partnership is created by contract more specifically a contract of mutual agency 

where one or few act as agent and another as principal and vice versa. A company is 

creation of Law and so is a limited liability partnership. 
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3. A partnership is not a distinct entity in comparison to a company and a limited 

liability partnership is a distinct entity there by reducing the liability of the owners by 

mode of separation provided by the law. 

4.  Partnerships are created through mutual agreement between the partners and a 

nominal fee of agreement is to be incurred where as a LLP is c to be registered and 

its statutory fee ranges from Rs. 500 to 5000. A partnership firm does not have 

perpetual succession and its continuity depends upon the will of the partners in 

comparison to a company where members may come and exit but existence of the 

company remains un affected. Partnerships do not have a common seal where as a 

company has to have a common seal and in case of LLP it s the discretion of the 

partners to have a common seal or not ( depends upon the terms of 

agreement).partnership can sue a third party only if it is registered and a company 

being a legal entity can be sued and can sue and same is the case with LLP as it has 

the same characteristics so far as its legal powers are concerned LLP has one more 

advantage regarding the power to include foreign nationals as its members or 

subsidiaries and LLP can have foreign individuals as its partners. Partnership can 

have minimum two and maximum 20 as its members 

C. LLP Agreement 

It is a written agreement between the partners of the limited liability partnership and between the 

limited liability partnership and its partners which determines the mutual rights and duties of the 

partners and their rights and duties in relation to that limited liability partnership. It is not 

necessary to enter into an LLP agreement as per LLP Act, 2008. In the absence of LLP 

agreement, the mutual rights of partners & in relation to LLP will be determined as per schedule 

I of the LLP Act, 2008. 

Due to varied nature of different type of businesses, it may not be practically advisable to have 

those standard clauses as mentioned in First Schedule. Therefore, it is advisable to have a legally 

drafted agreement 
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The First Schedule 

[See section 23(4)] 

Provisions Regarding Matters Relating to Mutual Rights and Duties of Partners and 

Limited Liability Partnership and its Partners Applicable in the absence of any Agreement 

on Such Matters : 

1. The mutual rights and duties of the partners and the mutual rights and duties of the limited 

liability partnership and its partners shall be determined, subject to the terms of any limited 

liability partnership agreement or in the absence of any such agreement on any matter, by the 

provisions in this Schedule. 

2. All the partners of a limited liability partnership are entitled to share equally in the capital, 

profits and losses of the limited liability partnership. 

3. The limited liability partnership shall indemnify each partner in respect of payments made 

and personal liabilities incurred by him— 

(a) in the ordinary and proper conduct of the business of the limited liability 

partnership; or 

(b) in or about anything necessarily done for the preservation of the business or property 

of the limited liability partnership. 

4. Every partner shall indemnify the limited liability partnership for any loss caused to it by his 

fraud in the conduct of the business of the limited liability partnership. 

5. Every partner may take part in the management of the limited liability partnership 

6. No partner shall be entitled to remuneration for acting in the business or management of the 

limited liability partnership. 

7. No person may be introduced as a partner without the consent of all the existing partners. 

8. Any matter or issue relating to the limited liability partnership shall be decided by a 

resolution passed by a majority in number of the partners, and for this purpose, each partner 

shall have one vote. However, no change may be made in the nature of business of the limited 

liability partnership without the consent of all the partners. 

9. Every limited liability partnership shall ensure that decisions taken by it are recorded in the 

minutes within thirty days of taking such decisions and are kept and maintained at the registered 

office of the limited liability partnership. 
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10. Each partner shall render true accounts and full information of all things affecting the 

limited liability partnership to any partner or his legal representatives. 

11. If a partner, without the consent of the limited liability partnership, carries on any business 

of the same nature as and competing with the limited liability partnership, he must account for 

and pay over to the limited liability partnership all profits made by him in that business. 

12. Every partner shall account to the limited liability partnership for any benefit derived by 

him without the consent of the limited liability partnership from any transaction concerning the 

limited liability partnership, or from any use by him of the property, name or any business 

connection of the limited liability partnership. 

13. No majority of the partners can expel any partner unless a power to do so has been 

conferred by express agreement between the partners. 

14. All disputes between the partners arising out of the limited liability partnership agreement 

which cannot be resolved in terms of such agreement shall be referred for arbitration as per the 

provisions of the Arbitration and Conciliation Act, 1996 (26 of 1996). 

D. Partners and Designated Partners 

Partners.—Any individual or body corporate may be a partner in a limited liability partnership: 

Provided that an individual shall not be capable of becoming a partner of a limited liability 

partnership, if— 

(a) he has been found to be of unsound mind by a Court of competent jurisdiction and the 

finding is in force; 

(b) he is an undischarged insolvent; or 

(c) he has applied to be adjudicated as an insolvent and his application is pending. 

 

 

 

 

 

 

Minimum number of partners.— 

 
(1) Every limited liability partnership shall have at least two partners. 

(2) If at any time the number of partners of a limited liability partnership is reduced below two 

and the limited liability partnership carries on business for more than six months while the 
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number is so reduced, the person, who is the only partner of the limited liability partnership 

during the time that it so carries on business after those six months and has the knowledge of the 

fact that it is carrying on business with him alone, shall be liable personally for the obligations of 

the limited liability partnership incurred during that period. 

Designated partners 

(1) Every limited liability partnership shall have at least two designated partners who are 

individuals and at least one of them shall be a resident in India: Provided that in case of a 

limited liability partnership in which all the partners are bodies corporate or in which one or 

more partners are individuals and bodies corporate, at least two individuals who are partners of 

such limited liability partnership or nominees of such bodies corporate shall act as designated 

partners. "resident in India" means a person who has stayed in India for a period of not less than 

one hundred and eighty-two days during the immediately preceding one year. 

(2) Subject to the provisions of sub-section (1) 

(i) If the incorporation document— 

(a) specifies who are to be designated partners, such persons shall be designated 

partners on incorporation; or 

(b) states that each of the partners from time to time of limited liability 

partnership is to be designated partner, every such partner shall be a designated 

partner; 

(ii) Any partner may become a designated partner by and in accordance with the limited 

liability partnership agreement and a partner may cease to be a designated partner in 

accordance with limited liability partnership agreement. 

(3) An individual shall not become a designated partner in any limited liability partnership unless 

he has given his prior consent to act as such to the limited liability partnership in such form and 

manner as may be prescribed. 

(4) Every limited liability partnership shall file with the registrar the particulars of every 

individual who has given his consent to act as designated partner in such form and manner as 

may be prescribed within thirty days of his appointment. 

(5) An individual eligible to be a designated partner shall satisfy such conditions and 

requirements as may be prescribed. 
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(6) Every designated partner of a limited liability partnership shall obtain a Designated Partner 

Identification Number (DPIN) from the Central Government and the provisions of sections 266A 

to 2668 (both inclusive) of the Companies Act, 1956 (1 of 1956) shall apply mutatis mutandis  

for the said purpose. 

8. Liabilities of designated partners.— 

Unless expressly provided otherwise in this Act, a designated partner shall be— 

(a) responsible for the doing of all acts, matters and things as are required to be done by 

the limited liability partnership in respect of compliance of the provisions of this Act 

including filing of any document, return, statement and the like report pursuant to the 

provisions of this Act and as may be specified in the limited liability partnership 

agreement; and 

(b) liable to all penalties imposed on the limited liability partnership for any 

contravention of those provisions. 

9. Changes in designated partners.— 

A limited liability partnership may appoint a designated partner within thirty days of a vacancy 

arising for any reason and provisions of sub-section (4) and sub-section (5) of section 7 shall 

apply in respect of such new designated partner: Provided that if no designated partner is 

appointed, or if at any time there is only one designated partner, each partner shall be deemed to 

be a designated partner. 

10. Punishment for contravention of sections 7, 8 and 9. 

(1) If the limited liability partnership contravenes the provisions of sub-section (1) of 

section 7, the limited liability partnership and its every partner shall be punishable with 

fine which shall not be less than ten thousand rupees but which may extend to five lakh 

rupees. 

(2) If the limited liability partnership contravenes the provisions of sub-section (4) and 

sub-section (5) of section 7, section 8 or section 9, the limited liability partnership and its 

every partner shall be punishable with fine which shall not be less than ten thousand 

rupees but which may extend to one lakh rupees. 

E. Incorporation Document. 

(1) For a limited liability partnership to be incorporated, — 
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(a) Two or more persons associated for carrying on a lawful business with a view to 

profit shall subscribe their names to an incorporation document; 

(b) The incorporation document shall be filed in such manner and with such fees, as may 

be prescribed with the Registrar of the State in which the registered office of the limited 

liability partnership is to be situated; and 

(c) there shall be filed along with the incorporation document, a statement in the 

prescribed form, made by either an advocate, or a Company Secretary or a Chartered 

Accountant or a Cost Accountant, who is engaged in the formation of the limited liability 

partnership and by anyone who subscribed his name to the incorporation document, that 

all the requirements of this Act and the rules made thereunder have been complied with, 

in respect of incorporation and matters precedent and incidental thereto. 

(2) The incorporation document shall 

 
(a) Be in a form as may be prescribed; 

(b) State the name of the limited liability partnership; 

(c) State the proposed business of the limited liability partnership; 

(d) State the address of the registered office of the limited liability partnership; 

(e) State the name and address of each of the persons who are to be partners of the limited 

liability partnership on incorporation; 

(f) State the name and address of the persons who are to be designated partners of the 

limited liability partnership on incorporation; 

(g) Contain such other information concerning the proposed limited liability partnership 

as may be prescribed. 

F. Incorporation by registration.— 

(1) When the requirements imposed by clauses (b) and (c) of sub-section (1) of section 11 have 

been complied with, the Registrar shall retain the incorporation document and, unless the 

requirement imposed by clause (a) of that sub-section has not been complied with, he shall, 

within a period of fourteen days— (a) register the incorporation document; and (b) give a 

certificate that the limited liability partnership is incorporated by the name specified therein. 
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(2) The Registrar may accept the statement delivered under clause (c) of sub-section (1) of 

section 11 as sufficient evidence that the requirement imposed by clause (a) of that sub-section 

has been complied with. 

(3) The certificate issued under clause (b) of sub-section (1) shall be signed by the Registrar and 

authenticated by his official seal. 

(4) The certificate shall be conclusive evidence that the limited liability partnership is 

incorporated by the name specified therein. 13. Registered office of limited liability partnership 

and change therein.— 

(1) Every limited liability partnership shall have a registered office to which all 

communications and notices may be addressed and where they shall be received. 

(2) A document may be served on a limited liability partnership or a partner or 

designated partner thereof by sending it by post under a certificate of posting or by 

registered post or by any other manner, as may be prescribed, at the registered office and 

any other address specifically declared by the limited liability partnership for the purpose 

in such form and manner as may be prescribed. (3) A limited liability partnership may 

change the place of its registered office and file the notice of such change with the 

Registrar in such form and manner and subject to such conditions as may be prescribed 

and any such change shall take effect only upon such filing. (4) If the limited liability 

partnership contravenes any provisions of this section, the limited liability partnership 

and its every partner shall be punishable with fine which shall not be less than two 

thousand rupees but which may extend to twenty-five thousand rupees. 

G. Effect of registration. 

On registration, a limited liability partnership shall, by its name, be capable of— (a) suing and 

being sued; (b) acquiring, owning, holding and developing or disposing of property, whether 

movable or immovable, tangible or intangible; (c) having a common seal, if it decides to have 

one; and (d) doing and suffering such other acts and things as bodies corporate may lawfully do 

and suffer. 

I. Name. — (1) Every limited liability partnership shall have either the words "limited 

liability partnership" or the acronym "LLP" as the last words of its name. 

II. No limited liability partnership shall be registered by a name which, in the opinion of 

the Central Government is— (a) undesirable; or 
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III. identical or too nearly resembles to that of any other partnership firm or limited 

liability partnership or body corporate or a registered trade mark, or a trade mark which is 

the subject matter of an application for registration of any other person under the Trade 

Marks Act, 1999 (47 of 1999). 

II. Publication of name and limited liability.— 

 
(1) Every limited liability partnership shall ensure that its invoices, official correspondence and 

publications bear the following, namely:— (a) the name, address of its registered office and 

registration number of the limited liability partnership; and (b) a statement that it is registered 

with limited liability. 

(2) Any limited liability partnership which contravenes the provisions of sub-section (1) shall be 

punishable with fine which shall not be less than two thousand rupees but which may extend to 

twenty-five thousand rupees. 

H. Partners and their relationship 

Eligibility to be partners.—On the incorporation of a limited liability partnership, the persons 

who subscribed their names to the incorporation document shall be its partners and any other 

person may become a partner of the limited liability partnership by and in accordance with the 

limited liability partnership agreement. 

I. Relationship of partners.— 

(1) Save as otherwise provided by this Act, the mutual rights and duties of the partners of a 

limited liability partnership, and the mutual rights and duties of a limited liability partnership 

and its partners, shall be governed by the limited liability partnership agreement between the 

partners, or between the limited liability partnership and its partners. 

(2) The limited liability partnership agreement and any changes, if any, made therein shall be 

filed with the Registrar in such form, manner and accompanied by such fees as may be 

prescribed. 

(3) An agreement in writing made before the incorporation of a limited liability partnership 

between the persons who subscribe their names to the incorporation document may impose 

obligations on the limited liability partnership, provided such agreement is ratified by all the 

partners after the incorporation of the limited liability partnership. 

https://www.studynama.com/?utm_source=pdf_document&utm_medium=watermarknew
https://www.studynama.com/?utm_source=pdf_document&utm_medium=watermarknew
https://www.studynama.com/?utm_source=pdf_document&utm_medium=watermarknew
https://www.studynama.com/?utm_source=pdf_document&utm_medium=watermarknew
https://www.studynama.com/?utm_source=pdf_document&utm_medium=watermarknew
https://www.studynama.com/?utm_source=pdf_document&utm_medium=watermarknew
https://www.studynama.com/?utm_source=pdf_document&utm_medium=watermarknew
https://www.studynama.com/?utm_source=pdf_document&utm_medium=watermarknew
https://www.studynama.com/?utm_source=pdf_document&utm_medium=watermarknew
https://www.studynama.com/?utm_source=pdf_document&utm_medium=watermarknew
https://www.studynama.com/?utm_source=pdf_document&utm_medium=watermarknew
https://www.studynama.com/?utm_source=pdf_document&utm_medium=watermarknew


(4) In the absence of agreement as to any matter, the mutual rights and duties of the 

partners and the mutual rights and duties of the limited liability partnership and the 

partners shall be determined by the provisions relating to that matter as are set-out in the 

First Schedule. 
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