
Chapter- 22 
Financial Disclosures and Taxation of LLP 

 
To reflect the true and fair view of state of affairs, every LLP is 
required to maintain books of account. 
 
Financial Disclosures 
 
The financial disclosures in LLP have been discussed under the below 
mentioned four heads: 
 
1. Maintenance of books of account 
 
2. Statement of account and solvency 
 
3. Auditing of accounts of LLP 
 
4. Annual return 
 
  



1. Maintenance of books of account 
 
To reflect the true and fair view of state of affairs, every LLP is 
required to maintain books of account. 
 
Every LLP is required to maintain the books of accounts on cash basis 
or accrual basis (recording revenues when they are earned and not 
when they are received in cash, and recording expenses when they 
are incurred and not when they are paid) and also according to 
Double Entry System of Accounting. The books of accounts shall also 
be preserved in the registered office of the LLP for the specified 
period. 
 
Every LLP has to maintain uniform financial year ending on 31st 
March of a year. 
 
The LLP rules provide that the books of account shall contain: 
 
a)  Particulars of all sums of money received and expended (spend) 
by the LLP and the matters with respect to which the receipts and 
expenditures take place 
 
b)  A record of all the assets and liabilities of the LLP 
 
c)  Statements of cost of goods purchased, inventories, work-in-
progress, finished goods and cost of goods sold 
 
d)  Any other particular as the partner/s may decide 
  



2.Statement of account and solvency 
 
Statement of account 
 
This is detailed summary of financial position of LLP. It consists: 
 
à Statement of assets and liabilities 
 
à Statement of income and expenditure 
 
Statement of solvency  
 
Declaration by the designated partners as to state of solvency of LLP 
i.e ability of the LLP to pay its debts. 
 
Time Period for Preparation and Filing 
 
Every LLP is required to prepare a statement of account and solvency 
within a period of 6 months from the end of financial year and shall 
file it in Form 8 with the Registrar of companies along with the 
specified fees of Rs. 1000 within 60 days from the end of six months 
of the financial year. 
 
Example: In case financial year ends on 31st March, 2012 the LLP 
must prepare its annual statement by 30th September, 2012. The 
same statements must be filed with registrar of companies in form 
8 till 30th November, 2012. 
 
The statements should also be signed by the Designated Partners. 
  



3. Auditing of accounts of LLP 
 
Auditing means checking of accounts by auditor. 
 
Audit under LLP Act: 
 
à Audit Not Required 
 
Every LLP whose turnover does not exceed Rs.40 lakhs or whose 
contribution (contribution of a partner may consists of tangible, 
movable or immovable or intangible property or other benefit to the 
LLP, including money etc.) does not exceed Rs.25 lakhs in any 
financial year is exempted from audit. 
 
à Audit Required 
 
Every LLP whose turnover exceed Rs.40 lakhs or whose contribution 
exceed Rs.25 lakhs in any financial year has to mandatorily get its 
accounts audited by a Chartered Accountant. 
 
Qualification and Appointment of Auditors: 
 
à A person needs to be chartered accountant in order to qualify for 
appointment as an auditor of a LLP. 
 
à The LLP whose turnover/contribution exceeds the prescribed limit 
shall appoint a Chartered Accountant as its auditor for auditing its 
accounts.  
 
à Designated partner should appoint the auditor. In case, 
designated partners fails then the partners may appoint the auditors. 
 
à Auditors should be appointed preferably before the end of 
financial year.  
 



Remuneration of Auditors: 
 
Remuneration of an auditor is fixed by designated partners or by 
following the procedure as laid down in the LLP agreement. 
 
Change of LLP Auditors: 
 
There is no specific guidelines for appointment / reappointment of 
Auditors. The partners of LLP are free to change the auditors from 
time to time. 
 
Resignation of Auditors: 
 
An auditor of the LLP can resign at any time by sending a notice to 
the registered office of the LLP with the reason for resigning. The 
partner of LLP can fill the vacancy by appointing another auditor. 
 
Powers and Duties of Auditors: 
 
• Right to inspect books of accounts 
• Right to ask for information and clarifications 
• Right to visit the branches 
• Right to take legal and technical advice 
• Right to ask for remuneration 
• Right to correction of wrong statements 
• Right to sign the audit report 

 
  



4. Annual return 
 
LLP annual return is basically includes: 
 
à Name and address of registered office of LLP 
 
à A summary of details of Partners and Designated Partners and 
changes among them annually 
 
à Principal business activities of the LLP 
 
à Date of closure of financial year etc. 
 
Every LLP must file an annual return duly authenticated with the 
registrar within 60 days of closure of its financial year i.e by 30th 
May in form 11 alongwith the prescribed fees. A penalty of Rs. 100 
per day is applicable for late filing of returns. 
 
  



Taxation of LLP 
 
Section 2 (23) (i) of the Income Tax Act, 1961 defines that a firm shall 
include a LLP as defined in the LLP Act, 2008. 
 
Following the above definitions, it is easy to conclude that under 
Income Tax, the LLP taxation treatment remains the same as a Firm. 
 
Taxation Treatment of LLP 
 
1. Rate of Tax for Assessment Year 2019-20 
 
Note: Assessment Year is the year in which one file income tax 
returns of the year prior to it. 
 
The LLP is liable to pay income tax as per the below mentioned rates: 
 
30% on its income + 2% Education cess + 1% Secondary and higher 
education cess = 30.9% 
 
Education cess & Secondary and higher education cess is calculated 
on 30% of income. 
 
Example: 
 
Income: 1,00,000 
 
Tax: 30,000 (1,00,000 x 30%) 
 
Education cess: 600 (30,000 x 2%) 
 
Secondary and higher education cess: 300 (30,000 x 1%) 
 
Thus, the total tax would be: 30,000+600+300= Rs. 30,900. 
 



Or  
 
You can directly calculate the tax amount: 1,00,000 x 30.9%= Rs. 
30,900 
 
2. Profits of LLP taxable in the hands of LLP 
 
Profits of LLP is taxable in the hands of LLP only 
 
3. Filing and signing of ITR 
 
ITR 5 (this is form number) is applicable to LLP 
 
4. Partner’s liability to pay tax 
 
Every partner of LLP is jointly liable for the taxes to be paid by LLP 
(subject to the condition mentioned in Sec. 167). 
 
5. Intangible contribution 
 
It shall not be taxable not at the time of introduction in LLP but only 
at the time of transfer, cessation (being brought to an end) and 
winding up of LLP. 
 
6. Alternate Minimum Tax (AMT) 
 
If Normal tax payable is less than the AMT then AMT will be 
applicable. Hence, LLP is liable to pay AMT only. 
 
AMT is calculated as  
 
18.5% on the adjusted total income + 3% education cess= 19.05% 
 
Education cess is calculated on 18.5% on the adjusted total income. 
 



Note: Adjusted Total Income means only few applicable deductions 
are made from the income. 
 
Example:  
 
Taxable Income: Rs. 1,00,000 
 
Adjusted Taxable Income: Rs. 5,00,000 
 
Then, Normal tax= 30.9% x 1,00,000= 30,900 
 
Tax as per AMT= 19.05% x 5,00,000= 95,250 
 
As Normal tax payable is less than the AMT then AMT will be 
applicable. Hence, LLP is liable to pay AMT only. 
 
7. Not liable to pay dividend distribution tax (DDT) 
 
If a company declares or distribute dividends, it is required to pay 
additional income tax but LLP is not liable for this. 
 
8. Benefits of presumptive taxation not available to LLP 
 
Presumptive taxation scheme (PTS) allows to calculate tax on an 
estimated income or profit. But this option is not available to LLP. 
 
9. Submission of audit report 
 
LLP is required to submit audit report on or before due date of filing 
of ITR. 
 
10. Interest on capital and remuneration 
 
Interest on capital, remuneration received from LLPs is taxable in the 
hands of partner or designated partner. 



 
11. Share of profit 
 
A share of profit which partners receive from LLP is exempted from 
tax. 
 
12. No capital gain on conversion 
 
Capital gain means a profit from the sale of property or an 
investment. No capital gain arises on conversion of: 
 
à Partnership firms into LLP (provided all the prescribed conditions 
are complied with) 
 
à Company into LLP (provided all the prescribed conditions are 
complied with) 
 
13. Surcharge 
 
In case the net income exceeds INR 1 Crore, LLP is also liable to pay 
surcharge @12% on the income tax. 
 
14. Due date for filing ITR 
 
LLP is required to file an Income tax return: 
 
à on or before July 31, if accounts are not to be audited 
 
à on or before September 30, if accounts are to be audited 
 
15. Mode of LLP tax payment 
 
Tax payment can be done in physical mode through designated 
banks or through e-payment mode. 


