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What trading vehicle do I need?  -  Partnerships and LLPs compared 

Vehicle General Partnership Limited Liability Partnership 
 

Legal Status A partnership is a group of persons 
or “partners” running a business 
together where the ownership and 
management is likely to be the 
same. It (the partnership) does not 
have a legal personality separate 
from its Partners. Thus for 
example, property cannot be held 
in the name of the partnership. 

An LLP is a separate legal entity. 
Participants are known as 
'members' not 'partners'. The LLP 
owns the assets of the business, 
and is liable for its own debts.  
The ownership and management 
can be kept separate if desired 
but, like a partnership, is often the 
same. 
 
An LLP has unlimited capacity; it 
can hold property, enter into 
contracts, borrow and lend money 
and sue and be sued. An LLP is 
often described as a hybrid vehicle 
between a limited liability 
company and a partnership. 

Governing Legislation Partnership Act 1890 Limited Liability Partnership Act 
2000 (LLPA 2000).  
 
Regulations 2001, 2008 and 2009 

Simply-Docs Documents Basic or Long Form Partnership 
Agreement 

Basic or Long Form Limited Liability 
Partnership Agreement 

Who can be a Partner or 
Member & what is their status? 

Partners can be individuals or 
companies. 
 
Partners are treated as self-
employed and are not considered 
employees of the partnership. 
They are also not afforded any 
statutory protection afforded to 
members of an LLP as “workers” 
for the purposes of the 
Employment Rights Act 1996. 

Members can be individuals or 
companies.  
 
A partnership cannot be a 
member, as it has no legal status 
itself.  
 
Members of an LLP, following a 
Supreme Court ruling in May 2014, 
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.  

Name Generally, a partnership is free to 
choose its own name (although it 
should avoid confusing names that 
might lead to a passing off action). 

The choice of name is governed by 
similar provisions to those that 
govern registered companies. In 
addition, the name must end with 
the words 'Limited Liability 
Partnership' or LLP.  
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Liability Partners are personally liable, 
without limit, for the acts of 
themselves and their fellow 
partners which were committed in 
the ordinary course of the 
business. Partners are jointly and 
severally liable to outsiders 
(although the partnership 
agreement may set out how losses 
are to be borne as between the 
partners).   

Members are agents of the LLP, 
and only have liability to the value 
of their contribution (however, 
note that this limit on liability may 
reduce the willingness of creditors 
to extend credit, unless provided 
with personal guarantees).  

Taxation Partners and members are subject 
to income tax on profits made 
(even profits left in the business). 
National Insurance contributions 
must also be paid.  
 
Although an LLP has a separate 
legal identity, and in many ways 
resembles a company, it does not 
pay corporation tax. 
All members and partners are 
taxed as self-employed. 

Partners and members are subject 
to income tax on profits made 
(even profits left in the business). 
National Insurance contributions 
must also be paid.  
 
Although an LLP has a separate 
legal identity, and in many ways 
resembles a company, it does not 
pay corporation tax. 
All members and partners are 
taxed as self-employed. 

Dissolution A partnership is automatically 
dissolved on the death or 
bankruptcy of any of its partners, 
unless the agreement specifies 
otherwise.  

The Insolvency Act 1986 applies to 
LLPs in the same way that it 
applies to companies. An LLP will 
not be dissolved on the death or 
bankruptcy of a member. 

Management of the Business The business can be managed in 
any way the partners see fit, or as 
dictated by the partnership 
agreement.  

An LLP has the management 
flexibility of a partnership. The 
LLPA anticipates that some 
members will become 'Designated 
Members' which effectively means 
they form a management 
committee to deal with the day to 
day running of the business and 
fulfil a role similar to that of a 
company secretary in relation to 
filings etc made at Companies 
House. 
 
The LLP has to take account of its 
members’ status as “workers” 
when managing the business. 

Formalities/Regulatory 
Requirements 

None 
 
(Note however, that a partnership 
will need to produce accounts that 
satisfy HM Revenue and Customs) 

An LLP must be registered at 
Companies House. Accounting and 
filing requirements are very similar 
to those of a company.  
 
Requirements vary depending on 
the size of the LLP. The minimum 
requirement is the filing of annual 
return and accounts at Companies 
House. A medium sized LLP will 
also be required to file an auditor’s 
report.  

S 

A 

M 

P 

L 



©Simply-Docs - CO.CD.04.09  - General Partnership and Limited Liability Partnership Comparison Matrix 

Nature of the relationship 
between partners/members 

Due to the unlimited liability 
nature of a partnership, the 
relationship between partners 
must be based on mutual trust and 
confidence in one another, as each 
partner may independently bind 
the partnership to any amount. 

The relationship between 
members is dictated by the LLP 
agreement (and in the absence of 
the agreement, by the LLPA 2000 
and the 2001 Regulations).  

Publicity Affairs of a partnership are private. Affairs of an LLP are open to 
scrutiny; the annual return and 
accounts can be viewed by any 
member of the public. 

Signing Contracts As the Partnership itself has no 
legal status, it cannot contract in 
its own right. The rules of agency 
will therefore apply and an 
individual partner can sign a 
simple contract on behalf of the 
partnership by signature. This will 
bind the other partners provided 
the signing partner has the 
requisite authority. However when 
signing deeds, an individual 
partner does not have authority to 
sign unless expressly given it by 
deed. Partners will usually sign a 
power of attorney to confer 
authority to sign a deed on behalf 
of the partnership. 

A member of an LLP can sign a 
simple contract on behalf of the 
LLP provided he is authorised to do 
so. As LLPs are governed by 
Regulations under the Companies 
Act 2006, deeds must be signed in 
the same way that a company 
would sign deeds, i.e. by common 
seal, by the signature of two 
members or by one member in the 
presence of a witness who attests 
that signature. An LLP's designated 
members will usually act as 
signatories for the LLP. 

Which businesses is it most 
suitable for? 

Any business but tends to be most 
suitable for new start up family run 
businesses or sole traders taking in 
more than one new business 
partner as well as larger 
businesses not wanting increased 
regulation. 

Professional service businesses, for 
example, accountancy or law firms 
as well as those businesses which 
involve an increasing number of 
managers/owners who do not 
want to adopt the limited 
company model. Many LLPs 
started out as partnerships. 
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