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Guidance Note: Limited Liability Partnerships (LLPs) 
 

 

1. Introduction 

This guidance note is designed to set out the law as it applies to a limited liability 

partnership (LLP) and how this differs from setting up as a partnership. 

2. Choosing the right business structure 

One of the earliest decisions that any new business needs to make is to decide on its 

corporate structure in order to trade. This guidance note focuses on setting up as a 

LLP, however for completeness the various different options for corporate structure 

are as follows: 

2.1 Registering as a sole trader 

2.2 Forming a Partnership 

2.3 Incorporating as a limited liability company 

2.4 Incorporating as an LLP 

 

3. Limited Liability Partnership 

LLPs were introduced as a form of corporate vehicle relatively recently, introduced in 

2001 by the Limited Liability Partnership Act 2000, and are especially suited to 

professional services companies. However despite its name, a LLP is not a type of 

partnership and partnership law does not generally apply to LLPs. They are a type of 

hybrid corporate vehicle between a limited liability company and a traditional 

partnership. This is because they offer the limited liability available to a company’s 

shareholders combined with a tax regime and the flexibility available to partnerships.  

The number of partners is not limited but it must have at least two “designated” 

members responsible for filing the annual accounts and fulfilling a role similar in 

nature to that of a company secretary. 

The specific features of a LLP are that: 

3.1 it must be incorporated by being registered with the Registrar of Companies, 

however unlike a company, it does not have shareholders, shares or 

directors, but has members; 

 

3.2 it has no articles of association. Members will often however enter into a 

members’ agreement similar in nature to a partnership agreement, this is a 

private document (and so does not need to be publicly filed). Members of a 

LLP are not required to have a “members’ agreement” in place between them, 

however if they do not, certain default provisions will apply. These include all 

the members having equal profit shares, there being no power to expel a 

member from the LLP without his or her consent, etc. Most LLPs will therefore 

want to override those parts of the regime that do not apply to their LLP by 

putting in place a private agreement; 

 

3.3 it is a separate legal entity and as such has limited liability. This means that it 

protects its members’ assets, limiting their liability to however much they have 
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invested in the business and any personal guarantees they have given when 

raising finance; 

 

3.4 it has to prepare and publish audited accounts which must comply with 

specific accounting standards; 

 

3.5 it is tax transparent like an ordinary partnership. The individual members are 

treated as self-employed for tax purposes and taxed on the profits of the LLP 

in accordance with their profit share entitlements; and 

 

3.6 following a Supreme Court ruling in May 2014, its members are considered 

“workers” for the purposes of the Employment Rights Act 1996. This means 

that individual members enjoy the statutory rights and protections conferred 

on “workers” under legislation, governing amongst other things, 

whistleblowing protection, rest breaks and paid annual leave, protection from 

being treated less favourably on account of part-time status and rights under 

the pension auto-enrolment regime. 

LLPs are increasingly being used as a business vehicle, particularly for businesses 

which involve a number of managers/owners. The LLP model has been particularly 

enthusiastically embraced by accountancy and law firms. 

LLPs are also increasingly subject to the same compliance regime as limited 

companies. This is particularly noticeable in relation to Companies House (CH) 

filings, the PSC regime and the LLP accounting regime. These are all discussed 

below. 

4. LLPs and the Confirmation Statements 

From 30th June 2016, LLPs have been required to deliver a confirmation statement 

rather than an annual return each year, made up to the LLP’s return date. This is 

consistent with the requirements for limited companies. 

The confirmation statement confirms all the information that the LLP is under a duty 

to tell CH for the relevant confirmation period has been delivered or is being delivered 

at the time the statement is made. The statement must be made at least once a year, 

but the LLP may choose to make the statement more regularly.  

A confirmation statement must be filed within 14 days of the end of the review period. 

Failure to do this may result in the prosecution of the LLP and its designated 

members. Note that this is significantly shorter than the 28 days allowed for the 

annual return. 

For new LLPs the review period covered by an LLP’s first confirmation statement 

begins on the date of incorporation and ends 12 months later. For existing LLPs the 

review period is the period of 12 months beginning the day after the last review 

period. 

As with a limited company, the confirmation statement for a LLP is a “check and 

confirm” process rather than the approach of the annual return which required the 

LLP to repeat previously filed information and only provided a snapshot of data as at 

a specific date. 
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The LLP confirmation statement is made on form LL CS01. A confirmation statement 

must be made even if there haven’t been any changes during the review process but 

all relevant events which have taken place during the confirmation period must be 

notified to CH. These relevant events include: 

 the LLP’s registered address; 

 the LLP’s members and details; and  

 the LLP’s PSCs and their details (see below for details of LLPs and their 

PSCs). 

Note that the confirmation statement does not replace the need for LLPs to report 

these changes and file the correct forms with CH. The LLP must complete the 

relevant forms separately before (or at the same time as) filing their confirmation 

statement. 

More information is available on CH website. 

5. LLPs and the PSC Regime 

LLPs are subject to the same regime as limited companies in regards to the 

collecting and keeping of information about people with significant control over them 

in a register known as the Register of People with Significant Control. This is in 

addition to keeping other information, such as a register of members. Annex 4 of the 

Government’s guidance relating to PSCs specifically addresses the PSC regime as it 

applies to LLPs. The requirements apply to all UK incorporated LLPs. 

A PSC is an individual who meets any one or more of the following conditions in 

relation to a LLP: 

 directly or indirectly holds rights over more than 25% of the surplus assets on 

a winding up; 

 directly or indirectly holds more than 25% of the voting rights; 

 directly or indirectly holds the right to appoint or remove the majority of those 

involved in management; 

 otherwise has the right to exercise, or actually exercises, significant influence 

or control; and/or 

 holds the rights to exercise, or actually exercises, significant influence or 

control over the activities of a trust or firm which is not a legal entity, but which 

would itself satisfy any of the first four conditions if it were an individual. 

As with companies, there is statutory guidance as to the meaning of significant 

influence or control in relation to a LLP. The most important document that should 

be reviewed in ascertaining whether any of the above conditions are met is the LLP 

agreement that a LLP is likely to have in place. 

Also as with companies, there must always be information about a LLP’s PSCs or 

registrable RLE’s, or an update on the LLP’s status, on the LLP’s PSC register. It 

must never be empty. The Government’s guidance includes the official wording that a 

LLP must use on its PSC register. 

Changes to the PSC regime as of 26th June 2017 

Prior to 26th June 2017, LLPs (and companies) were required to notify CH annually 

via the LL CS01 confirmation statement regarding updated PSC changes. This led to 
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the possibility that an entity’s own PSC register and the information notified to CH 

could have been at significant variance, potentially for the best part of a year.  

 

Consequently changes were made and with effect from 26th June 2017, a relevant 

entity: 

 

 who knows or has reasonable cause to believe there has been a change to 
their PSC information, must give notice to its PSC within 14 days of 
becoming aware or suspecting that a change has occurred, asking the PSC 
to confirm that change. Previously entities had to send a notice “as soon as 
reasonably practicable” on becoming aware that the details of any person 
recorded in their PSC register had changed; 

 must within 14 days of a relevant change being confirmed by a PSC, update 
their own PSC register; and 

 must within a further 14 days notify CH of the change to ensure that the 
central public register reflects the updated information in an entity’s own PSC 
register. 

 

Forms LL PSC01 to LL PSC09 should be used to notify CH of these changes. It is 

expected that these changes will improve the accuracy and completeness of PSC 

data and ensure it is always up to date both on an individual entity’s own PSC 

register and the central public register at CH. 

Our guidance note on PSCs can be accessed here. 

6. Election to Keep Registers at CH 

 

From 30 June 2016, a LLP (as a limited company) has been able to choose to send 

information usually kept in all or any of certain statutory registers to the registrar of 

companies to be kept on the public register at CH. This choice is an alternative to the 

obligation to keep those statutory registers at its registered office or a single 

alternative inspection address. 

 

The registers are: 

 

 LLP Register of members;  

 LLP Register of members usual residential addresses; and  

 LLP Register of people with significant control. 

 

If a LLP chooses to keep the information on the public register at CH, rather than in 

its own statutory registers, this information becomes part of the public register. The 

public register is open for anyone to inspect and take copies of information. 

 

The election can be for 1, 2 or all 3 registers and can be made on incorporation or 

when the LLP is formed and already registered. A notice of withdrawal is needed to 

reverse any election. There are certainly administrative advantages to these registers 

being kept centrally but one issue that LLPs should consider is that full dates of birth 

will be made publicly available on the central register for LLP members and PSCs 

that would not be available publicly if the LLP kept the registers themselves. 

 

There is guidance and the necessary forms to administer this process on CH 

website. 
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7. LLP Accounts 

All LLPs must keep adequate accounting records (whether trading or not) for each 

financial year. A LLP’s financial year (or accounting reference period) starts on the 

day of incorporation for a new LLP. In subsequent years the period will start on the 

day after the previous financial year ended. The accounting reference period ends on 

the accounting reference date or up to seven days earlier or later if the LLP so 

chooses. For new LLPs, the first accounting reference period ends on the first 

anniversary of the last day of the month in which incorporation (not trading) occurred. 

LLPs prepare and file accounts in accordance with Part 15 of the Companies Act 

2006 as modified to apply to LLPs. Changes were recently made to the financial 

reporting requirements of LLPs by the Limited Liability Partnerships, Partnerships 

and Groups (Accounts and Audit) Regulations 2016. This guidance note will focus on 

the changes this has introduced for small LLPs as well as the introduction of the LLP 

micro entity regime, as most relevant to our customer base. There are separate 

regimes for medium and large LLPs. More information can be found in relation to 

these sized entities on CH website. 

Micro entities: 

The micro entities regime for very small LLPs was introduced to ensure that the 

legislative requirements for LLPs remain aligned with those of limited companies. 

Very small LLPs that qualify as micro entities and are not excluded from the regime 

may choose to prepare and file less detailed accounts than those prepared by small 

LLPs. 

To qualify as a micro entity, at least two of the following qualifying conditions must be 

met: 

 annual turnover must not be more than £632,000; 

 balance sheet total must not be more than £316,000; and 

 average number of employees must not be more than 10. 

In calculating these thresholds the maximum figures for turnover must be 

proportionately adjusted when dealing with a period that is not a full financial year. 

The balance sheet total is the aggregate of the amounts shown as assets in the 

LLP’s balance sheet. The average number of employees is calculated by adding 

together monthly totals for the number of persons employed under contracts of 

service in each month and dividing by the number of months in the financial year. 

Micro entities must prepare their accounts in accordance with FRS 105 and file with 

CH a copy of an abridged balance sheet in one of two specified formats as set out in 

section C in Part 1 of Schedule 1 to the Small Limited Liability Partnership (Accounts) 

Regulations 2008. The prescribed minimum notes to the accounts must be included 

at the foot of the balance sheet. A micro entity may also choose to deliver to CH a 

copy of an abridged profit and loss account, an auditor’s report and notes to the 

accounts. Most micro entities will however be able to claim exemptions for all of 

these. 

Small LLPs: 

The small LLPs regime applies to LLPs that qualify as “small” in relation to that 

financial year and are not excluded from the regime. 
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To qualify as “small”, at least two of the following qualifying conditions must be met: 

 annual turnover must not be more than £10.2 million; 

 balance sheet total must not be more than £5.1 million; and 

 average number of employees must not be more than 50. 

In calculating these thresholds the maximum figures for turnover must be 

proportionately adjusted when dealing with a period that is not a full financial year. 

The balance sheet total is the aggregate of the amounts shown as assets in the 

LLP’s balance sheet. The average number of employees is calculated by adding 

together monthly totals for the number of persons employed under contracts of 

service in each month and dividing by the number of months in the financial year. 

Small LLPs and Abridged Accounts: 

LLPs no longer have the option to file abbreviated accounts but small LLPs may 

prepare for their members and file with CH simplified accounts – abridged 

accounts, provided they obtain the consent of all the LLP members. This is 

consistent with the regime in place for small companies. 

Abridged accounts consist of an abridged balance sheet and an abridged profit and 

loss account together with notes prepared in accordance with Section B, Part 1 of 

Schedule 1 to the Small Limited Liability Partnership (Accounts) Regulations 2008. 

The consent procedure requires the designated members to deliver to the Registrar 

at CH a statement by the LLP that all the members of the LLP have consented to the 

abridgement. This consent may only be given in respect of the preceding financial 

year and if the LLP wishes to prepare abridged accounts on an on-going basis, it 

must obtain unanimous consent of the LLP members each year. 

If LLP abridged accounts are prepared, the members will not receive full accounts but 

will receive the same set of abridged accounts as are filed with CH. 

Small LLPs not filing Abridged Accounts: 

For those small LLPs choosing not to file abridged accounts, they must deliver to the 

Registrar at CH a copy of the balance sheet drawn up as at the last day of the 

financial year. These LLPs have the option to also deliver a copy of the LLP’s profit 

and loss account. Where a profit and loss account is delivered, unless an audit 

exemption applies, the LLP must also deliver a copy of the auditor’s report. Those 

LLPs that file a full balance sheet, but omit a copy of the profit and loss account, must 

include a statement on the balance sheet that the LLP’s annual accounts have been 

delivered in accordance with the small LLPs regime. 

Audit exemption for LLPs 

A LLP must appoint an auditor for each financial year of the LLP unless the 

designated members reasonably determine otherwise on the ground that audited 

accounts are unlikely to be required. A LLP's accounts must be audited unless the 

LLP is exempt from audit because it is: 

 a small LLP; 

 a dormant LLP; 

 a qualifying subsidiary. 
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A LLP benefiting from the audit exemption is still required to send copies of its 

accounts and auditor's report to its members, but it may file unaudited accounts with 

the Registrar of Companies or if it is a dormant subsidiary, it may be exempt from the 

preparation and filing of accounts. 

The advantages of filing unaudited accounts should be weighed against the possible 

drawback that banks and credit managers would use information available from CH 

to assess a LLP's creditworthiness and they may look for the reassurance of an 

independent audit. 

Small LLPs audit exemption 

The members of a LLP that is exempt from audit maintain a right to demand copies of 

the accounts. 

8. LLP Agreement 

Whilst there is no statutory requirement for a Limited Liability Partnership to have a 

written agreement, it is recommended that every practice/firm should be subject to a 

Limited Liability Partnership Agreement. This agreement can be used to set out the 

terms of a Limited Liability Partnership. 

Unlike companies, LLPs do not have a memorandum or articles of association; 

however like a partnership it is important that members have a valid agreement 

between them in order to regulate the workings of their business. 

As with a partnership agreement, there will be a range of financial, operational and 

termination issues that all properly drafted and considered LLP agreements should 

cover. Much will depend on the business and size of the LLP, how well the members 

know each other and their proposed level of commitment to the business, both 

financial and personal. 

LLP agreements should set out the duties and responsibilities of the LLP members 

as well as profit share, decision making procedures, appointment/termination of 

membership and members’ retirement criteria. Many of the issues covered by a 

partnership agreement will be relevant to a LLP but adapted to the particular needs of 

the LLP corporate vehicle, for example, the need to produce statutory accounts. 

We have both a basic and long form LLP agreement templates for customers to use. 

 

9. Business Legal Structure Comparison Chart 

 

Structure Pros Cons 

Sole Trader Low cost 

Easy to set up 

Full control retained 

Limited financial reporting 

Full liability for debt 

Pay more in tax 

Less market credibility 

Partnership Low cost Full liability for debt 
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Easy to set up 

Full control retained 

Potential to raise money 

Pay more in tax 

Can be difficult to wind up 

Limited Company Less personal financial 

exposure 

Favourable tax regime 

Administrative and 

regulatory demands 

heavier 

Annual accounts and 

financial reports must be 

filed and in public domain 

Limited Liability 

Partnership 

Flexibility: can be 

incorporated in members’ 

agreement 

Advantages of limited 

company and partnership 

combined 

Profit taxed as income 

Partners must disclose 

income 

LLPs must start to trade 

within a year of registration 

– or be struck off 
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