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INTRODUCTION

Being two disparate declensions, the consecutive partnership firms and LLPs are quite

widespread lately. In this blog, the aloofness between the two has been recapitulated duly.
Meaning of Partnership

Partnership is nothing but a business, where two or more than two persons enter into an
agreement for the purpose of apportioning the profits and losses emerging out of the business

along with carrying out certain obligations.

The Indian Partnership Act, 1932 governs the context of Partnership. In imitation of section 4
of The Indian Partnership Act, 1932, “Partnership is the relation between persons who have

agreed to share the profits of a business carried on by all or any one of them acting for all.”*
Meaning of LLP

LLP, AKA Limited Liability Partnership is a segregated legal entity, just like companies. This
notion had been inaugurated under the Limited Liability Partnership Act of 20082. Simply put,
it's a platform to run business, which differs from a usual Partnership Firm, with limited

liabilities among the partners and the resilience of a Partnership Firm.

THE ALOOFNESS BETWEEN PARTNERSHIP FIRMS AND LLP:

! The Indian Partnership Act, 1932, § 4, No.9, Acts of Parliament,1932 (India)
2 The Limited Liability Partnership Act,2008, No. 6, Acts of Parliament, 2009 (India)
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1. The very first dissimilation with regard to it is the legislation. Simply put, The Indian

Partnership Act, 1932, regulates the connexion of Partnership.

On the flip side, the concept of Limited Liability Partnership is regulated under The Limited
Liability Partnership Act, 2008.

2. Partnership firms are contractual. While the LLPs are hatched by law.

3. A partnership firm doesn't possess a disparate legal entity. While an LLP does possess a

disparate legal entity>.

4. When it comes to the part of registration, the partnership firms are not required to be

registered before the initiation. It's not something mandatory and it's optional in nature.

Contrariwise, the registration of a Limited Liability Partnership is imperative, before the

initiation, irrespective of everything®.

5. The abbreviation LLP is required to be encircled in the name of Limited Liability

Partnership. Whereas a partnership firm doesn't require certain inclusion®.

6. The partners of a partnership firm are having unlimited liabilities. However, the liability of

an LLP partner depends to extent of their benefaction regarding capital®.

7. The utmost number of members, a partnership firm could possess, would not be more than

100 members.

Conversely, the greatest number of members a Limited Liability Partnership could possess, is

zero. There's no such limit with respect to the greatest or maximum number of members’.

3 What is the Difference Between Partnership & Limited Liability Partnership Firm?, indiaflings.com (9" June,
2024, 7:20 pm) https://www.indiafilings.com/learn/what-is-the-difference-between-partnership-limited-liability-
partnership-firm/

* Anjli Sampat, Difference Between Limited Liability Partnership and Partnership Firm, scribd.com (9% June,
2024, 7:30 pm) https://www.scribd.com/doc/171660130/L L P-and-Partnership-firm

> What is the Difference Between Partnership & Limited Liability Partnership Firm?, indiaflings.com (9%
june,2024, 7:30 pm), https://www.indiafilings.com/learn/what-is-the-difference-between-partnership-limited-
liability-partnership-firm/

® Ibid

7 Kumar Gaurav, Limited Liability Partnership vs General Partnership Firm,taxmanagementindia.com (9™ June,
2024,7:30 pm) https://www.taxmanagementindia.com/visitor/detail_article.asp?ArticlelD=11117
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8. The preponderant document in case of a partnership firm is a Partnership deed. On the other
hand, the preponderant document in case of a Limited Liability Partnership is an LLP

Agreement®,

9. The arrival of the partners and so as the departure of them inhibit the expansion and

enrichment of the partnership firms.

In contrast, there is a provision or context regarding perpetual succession, in respect of an

Limited Liability Partnership, where the arrival or the exodus do not affect the essence of LLP®.

10. The imprimatur to vote isn't entertained in Partnership. The partners are only authorised to

deliver their consent in writing, when the other partners have been ascertaining anything.
On the other hand, the partners of an LLP are allowed to vote spontaneously®.
11. A foreigner is not competent to establish a partnership firm within the territory of India.

Alternatively, a foreigner is eligible to indulge himself or herself in vindicating an LLP, with

an Indian Resident!?.

12. Partnership firms are not quite methodical or formal in nature, when it comes to the part of

administration and ascertainment of anything.

However, the structure and activities of a Limited Liability Partnership are absolutely

ceremonious and outward*?.

13. When it comes to ownership of the assets and belongings, the all the partners possess the

dominion of such assets and belongings, in conjunction with.

On the contrary, the assets and belongings, in case of an LLP, are absolutely not owned by the

partners. These assets are fetterless in nature?2.

8 Define LLP and Partnership difference, companify.in (9" June,2024, 8:00 pm)
https://www.companify.in/Blog/22/difference-between-lIp-and-partnership

® 1bid

10 Difference between LLPs and Partnership, unacademy.com (9" June, 2024, 7:45 pm)
https://unacademy.com/content/ca-foundation/study-material/accountancy/distinction-of-llps-from-partnership/
11 Kumar Gaurav, Limited Liability Partnership vs General Partnership, tax managementindia.com (9th June,
2024, 7:45 pm) https://www.taxmanagementindia.com/visitor/detail_article.asp?ArticlelD=11117

12 Difference Between Partnership and Limited Liability Partnership, testbook.com (9th June, 2024, 7:53 pm)
https://testbook.com/key-differences/difference-between-partnership-and-limited-liability-partnership

13 Kumar Gaurav, Limited Liability Partnership vs General Partnership, tax managementindia.com (9th June,
2024, 7:45 pm) https://www.taxmanagementindia.com/visitor/detail_article.asp?ArticlelD=11117
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14. Since partnership firms are not disparate legal entities, these do not endure the imposition
of imperative taxes. However, the partners are liable to pay taxes individually, on the share

they receive.

The partners of an LLP, are liable paying taxes, either on the remuneration they obtain or the

profits they assemble®*,
THE ASCERTAINMENT OF SELECTION

In case of the partnership firms, the conveniences are flexibility in the managerial activities,

the relaxation while taxpaying, teamwork among the partners.

On the other hand, the inconveniences are the unlimited liabilities among the partners, the crux,
relating to perpetual succession and disparate or separate legal entity, along with the

furtherance of business along with a Foreign Resident.

On top of that, in case of an LLP, the overburden is not something that is confronted by the
partners pertaining to unlimited liabilities, unlike partnership firms. This is an another
satisfaction. Along with that, it is a separate legal entity having a perpetual succession, which
are veritable too. The registration procedure is another advantageous affair, which an LLP

possesses.

Despite the methodical and meticulous managerial activities unlike the partnership firms, the
LLPs are quite benevolent to opt for, especially when it comes to a newly incorporated

business. It has fewer drawbacks and a probability of further expansion of the business.

14 What is the Difference Between Partnership & Limited Liability Partnership Firm?, indiaflings.com (9%
june,2024, 7:45 pm) https://www.indiafilings.com/learn/what-is-the-difference-between-partnership-limited-
liability-partnership-firm/
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