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Limited Liability Partnership (Amendment) Act, 2021

The Limited Liability Partnership (Amendment) Bill, 2021 received the President’s assent on August 13, 2021. The Limited Liability 
Partnership (Amendment) Act, 2021 (hereinafter referred to as ‘the Amendment Act’) intends to ease the burden and also 
decriminalize various provisions in the Limited Liability Act, 2008 (‘LLP Act’). 

Key features of the Amendment Act which are likely to benefit the Limited Liability Partnerships (‘LLPs’) in their operations and for 
developing a framework, are provided as under:

Overview of rationalization of some important provisions

Sr. No. Relating provision Existing Provision

1 Concept of ‘Small Limited 
Liability Partnership’ in line 
with the concept of ‘Small 
Company’ under the 
Companies Act, 2013

Newly Inserted Provision

Amendment

An LLP shall be considered as 
Small LLP: 

(i) the contribution from partners 
is up to INR 25 lakhs (may be 
increased up to INR 5 crore 
rupees) 

(ii) turnover for the preceding 
financial year is up to INR 40 
lakhs (may be increased up to 
INR 50 crore).  

It is further provided that the 
central government may also 
notify certain LLPs as start-up 
LLPs (as recognized through 
notifications).

Analysis

It would act as an impetus 
to ease of doing business 
as it would further ease the 
compliance burden on LLPs 
being categorized as Small 
LLP. 

2 Meaning of the term 
‘Resident in India’, 
modified.

A partner was considered 
as Resident in India if, the 
period of stay in India was 
‘182 days or more in 
immediately preceding 1 
year’

This threshold period has now 
has been modified to ‘120 days 
during financial year’

By reducing the period of 
stay in India for designated 
partner, it has removed the 
condition upfront thereby 
paving way for participation 
by foreign resident 
individuals, subject to 
current condition of 120 
days.
This reduction in number of 
days is in-line with the 
reduction in days for a One 
Person Company, as had 
been proposed during 
Budget 2021.
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Sr. No. Relating provision Existing Provision

3 Certain offences 
decriminalized

The LLP Act specifies the 
manner of operations of 
LLPs, and provides that 
violating the relevant 
requirements will be 
punishable with a fine 
(ranging between two 
thousand rupees and five 
lakh rupees).  
These requirements 
include: (i) changes in 
partners of the LLP, (ii) 
change of registered 
office, (iii) filing of 
statement of account and 
solvency, and annual 
return, and 
(iv)arrangement between 
an LLP and its creditors or 
partners, and 
reconstruction or 
amalgamation of an LLP.  

Amendment

The Amendment Act 
decriminalizes these provisions 
and imposes a monetary penalty 
(covered  below separately) 

Analysis

It is an important 
amendment which is in line 
with the decriminalization 
of provision of Companies 
Act, 2013.

4 Change of name of LLP The LLP Act states that the 
Central Government may 
direct an LLP to change its 
name on certain grounds 
(such as the name being 
undesirable or identical to 
a trademark pending 
registration).  Failing to 
comply with such direction 
is punishable with a fine 
ranging from INR 10,000 
to INR 5 lakh rupees.  

The Amendment Act removes 
some of these grounds, and 
empowers the Central 
Government to allot a new name 
to such an LLP instead of levying 
a fine.

Streamlines procedural 
working and requirements.

5 Punishment for fraud Under the LLP Act, if an 
LLP or its partners carry 
out an activity to defraud 
their creditors, or for any 
other fraudulent purpose, 
every person who is 
knowingly a party to it is 
punishable with
imprisonment of up to 2 
years and a fine between 
INR 50,000 and INR 5 lakh.  

The Amendment Act increases 
the maximum term of 
imprisonment from 2 years to 5 
years.

This step is an effort to 
thwart fraud cases, by 
making punishment more 
stringent.

6 Non-compliance of orders 
of Appellate Tribunal

Erstwhile, under the LLP  
Act, non-compliance with 
an order of the National 
Company Law Appellate 
Tribunal (‘NCLAT’) was 
punishable with 
imprisonment up to six 
months and fine up to INR 
50,000.

The Amendment Act seeks to 
removes this offence.

Since separate provisions 
are made in his regard, the 
erstwhile provision would 
stand otiose and hence has 
been likely  removed.
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Sr. No. Relating provision Existing Provision

7 Compounding of offences Presently, the Central 
Government may 
compound any offence 
under the LLP Act, which is 
punishable only with a fine.  
The amount imposed may 
be up to the maximum fine 
prescribed for the offence.  

Amendment

The Amendment Act now 
provides that a regional director 
(or any officer above his rank), 
appointed by the Central 
Government, may compound 
such offences.  The amount 
imposed must be within the 
minimum and maximum fine for 
the offence.  

The Amendment Act further 
provides that if an offence by an 
LLP or its Partners was 
compounded, then a similar 
offence cannot be compounded 
within a three-year period. 

Analysis

The provisions for 
compounding of offences 
have been made more 
detailed, practical and 
pervasive.

The period of non eligibility 
of opting for Compounding 
Order for 3 years for an 
offence which has been 
compounded earlier, is 
similar to the one present 
under Foreign Exchange 
Management Act, 1999.

8 Adjudicating Officers N. A. (Newly Inserted by 
Amendment Bill )

Under the Amendment Act, it is 
provided that the Central 
Government may appoint 
adjudicating officers for awarding 
penalties under the Act.  

Would facilitate better and 
effective functioning.

10 Standards of accounting The Amendment Act proposes 
the Accounting Standards for a 
class or classes of limited liability 
partnership. 

It is provided that the Central 
Government may, in consultation 
with the National Financial 
Reporting Authority prescribe the 
standards of accounting; and 
prescribe the standards of 
auditing, as recommended by the 
Institute of Chartered 
Accountants of India (‘ICAI’), for a 
class or classes of LLP.

Currently, LLPs are required 
to comply with the 
Accounting Standards 
issued by the ICAI. Unlike, 
Companies Act, 2013, there 
is no mandate to follow 
standards approved/issued 
the government.
This amendment to require 
following of prescribed 
standards is pari materia 
with The Companies Act, 
2013.

9 Special courts The Amendment Act allows the 
Central Government to establish 
special courts for ensuring 
speedy trial of offences under the 
Act.

This would serve the 
purpose of providing
speedy trial of offences 
under the LLP Act. 

11 Non-Convertible 
Debentures (NCDs)

The LLP Act was silent on 
issuance and other 
ancillary provisions 
pertaining to securities 

The Amendment Act has now 
allowed LLPs to raise funds vide 
issuance of NCDs.

This would help in providing 
access to capital to LLPs. 

N. A. (Newly Inserted by 
Amendment Bill )

N. A. (Newly Inserted by 
Amendment Bill )



Overview of rationalization of Penal provisions

Sr. No. Relating provision Existing Provision

1 Maintenance of minimum no of 
designated partners

Minimum: ` 10,000 
Maximum: ` 5,00,000

Amendment

Penalty of ` 10,000.

Continuing contravention: A further penalty of 
` 100 for each day;

Subject to a maximum of ` 1,00,000 for the 
LLP and Rs 50,000 for every partner.

3 Non fulfilment of the eligibility 
conditions and requirements for 
being a designated partner

LLP and all the partners shall be 
punishable with a fine.
Minimum: ` 10,000 
Maximum: ` 1,00,000.

LLP and all the Designated Partners shall be 
liable to a penalty of ` 5000.

In case of continuing contravention, a further 
penalty of ` 100 for each day, Subject to a 
maximum of ` 50,000 for the LLP and 
` 25,000 for every designated partner.

5 Non-filing of details with the 
registrar pertaining to changes in 
terms of partners within 30 days

LLP and all the partners shall be 
punishable with a fine.
Minimum: ` 2,000 
Maximum: ` 25,000.

The LLP and all the Designated Partner shall be 
punishable with a penalty of ` 10,000

7 Failure to submit the statement of 
Account and solvency with the 
registrar 

LLP shall be punishable with a fine.
Minimum: ` 25,000 
Maximum: ` 5,00,000

Designated Partner shall be 
punishable with a fine:
Minimum: ` 10,000 
Maximum: ` 1,00,000

LLP and all its Designated Partners shall be 
liable of ` 100 for each day , Subject to a 
maximum of ` 1,00,000 for the LLP and 
` 50,000 for Designated Partner.

8 Non-filing of annual return within 
60 days from the closure of 
financial year

LLP shall be punishable with a fine.
Minimum: ` 25,000 
Maximum: ` 5,00,000

Designated Partner shall be 
punishable with a fine:
Minimum: ` 10,000 
Maximum: ` 1,00,000

LLP and all its Designated Partner shall be liable 
of ` 100 for each day, Subject to a maximum of 
` 1,00,000 for the LLP and ` 50,000 for 
designated partner.

2 Non-filing of particulars with 
registrar the particulars of 
designated partner within30 days

LLP and its every partner shall be 
punishable with a fine.
Minimum: ` 10,000 
Maximum: ` 1,00,000.

LLP and its every Designated Partner shall be 
liable to a penalty of ` 10,000.

In case of continuing contravention, a further 
penalty of ` 100 for each day, Subject to a 
maximum of Rs 1,00,000 for the LLP and 
` 50,000 for every partner.

4 Non-filing of particulars with the 
registrar pertaining to the change 
in registered office

LLP and all the partners shall be 
punishable with a fine.
Minimum: ` 2,000 
Maximum: ` 25,000.

LLP and all the Designated Partners shall be 
liable of ` 500 for each day,  Subject to a 
maximum of ` 50,000 for the LLP and every 
partner.

6 Non-filing of details by Partners 
with the LLPs regarding change in 
name and address within 15 days

The Partners shall be punishable 
with a fine.
Minimum: ` 2,000 
Maximum: ` 25,000.

Partners shall be punishable with a penalty of 
` 10,000
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Sr. No. Nature of Contravention Old Provisions

9 Non-filing of order pertaining to 
compromise, arrangement and 
reconstruction with the registrar 
within 30 days from the date of 
order of tribunal

LLP and all the Designated 
Partners shall be punishable with a 
fine of ` 1,00,000

New Provisions

Penalty of ` 10,000.

Continuing contravention: A further penalty of 
` 100 for each day;

Subject to a maximum of ` 1,00,000 for the 
LLP and ` 50,000 for every Partner .

11 General Penalties An offence for which no penalty is 
specifically provided, shall be liable 
to a fine which shall not be less 
than ` 5,000 with a further 
penalty of ` 50 per day during 
which such contravention 
continues.

An offence for which no penalty is specifically 
provided, if the LLP or any of its Partners and 
Designated Partners is in default, shall be liable 
to a penalty of ` 5,000 and in case of a 
continuing contravention, a further penalty of 
` 100 for each day during which such 
contravention continues, subject to a 
maximum of ` 1,00,000.

10 Non-submission of certified copy 
of order of compromise, 
arrangement and reconstruction 
for registration with the registrar 
within 30 days 

LLP and every Designated Partner 
shall be punishable with a fine of 
Rs 50,000

Penalty of ` 10,000.

Continuing contravention: A further penalty of 
` 100 for each day;

Subject to a maximum of ` 1,00,000 for the 
LLP and ` 50,000 for every Partner.

Few areas where guidance was expected, however the same
have not been redressed

It was seen earlier MCA has issued an office memorandum (OM No. CRC/LLP/e-Forms dated 06.03.2019) wherein it was stated 
that LLPs cannot be engaged into manufacturing activities. Later on, after several representations, the same was withdrawn. 
This however, has left a huge vacuum with respect to the approach of the regulator with respect to the operations and 
functioning of LLPs. It was expected that the Amendment Act would bring in a positive/negative list of activities or an express 
provision which is all pervasive in nature so as to enable conducting of activities by an LLP. This would have provided further 
more confidence and not left key interpretations at the surmises of regulatory. However, this has not been addressed in the 
Amendment Act.

Although, the permissibility of issuance of NCDs is a big positive, clarity with respect to the difference between a debenture and 
a deposit would have been extremely helpful. Although there is an ambiguity as to whether LLPs are permitted to accept 
deposits or not, Section 45S of the Reserve Bank of India Act, 1934 prohibits non corporate from accepting deposits. Thus, a 
distinction as to what constitutes a debenture and what constitutes a deposit, is of prime importance and guidance in this 
regard in the Amendment Act, would have extremely helpful. A clarification by the regulatory in this regard would go a long way 
in benefiting LLPs looking to raise capital.

The criteria of having one resident designated partner remains intact. However, for qualifying as a resident, the threshold has 
been reduced. Instead of stay of 182 days or more in immediately preceding one year, the requirement is of 120 days during 
financial year. A practical difficulty might arise as to how to determine the residential status of a person on or before 30th 
November. Because, a person may during a financial year set up an LLP and choose not to stay in India for the threshold period 
of 120 days.
Further, the reduction in number of days is only provided in the LLP Act. The same is not in tandem with FEMA and Income Tax Act.

Earlier, there was a major controversy with respect to merger of an LLP with a Private Limited Company. The NCLT had
sanctioned the merger of M/s Real Image LLP with Qube Cinemas Pvt Ltd. This order of NCLT was set aside by the NCLAT. Thus, 
at present there is no clarity with respect to the merger of an LLP with a private limited company. The Amendment Act fails to  
address and resolve the above muddle. 

1.

2.

3.

4.
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The Alert is of general nature only and should not be considered as any legal or tax advice. The Reader should not take any decision basis the information contained 
in this Alert, and should be seeking a prior professional advice on the matters covered by the Alert. Neither RBSA Advisors LLP nor any individual associated with 
this Alert should be considered as making any representation or warranty with respect to its accuracy or completeness, and under no circumstances would RBSA 
Advisors LLP or any individuals associated with this alert be liable for any loss caused to any third party relying on any view or statement made in this Alert, without 
entering into a formal Engagement Letter. The views provided in the Alert are those of the Preparer only and are subject to change without notice. The Alert shall 
not be copied, reproduced or further distributed by the Recipients.

The amendments are a step in the right direction.

The same will instill confidence and help in clearing bottlenecks which restricted effective and free functioning 
of LLPs.

The amendments also seek to imbibe strong  governance practices into LLP, thereby making them suitable and 
desirable for being selected into corporate structure.

Conclusion
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