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Limited Partnerships  
Reform proposals announced 

As trailed in the recent summer Budget, the Government has announced a long-

awaited consultation to reform the limited partnership regime, which, if 

introduced, could mean significant changes to the European private funds' 

industry. The consultation was accompanied by the publication of proposed 

amendments to the Limited Partnerships Act 1907 (the "LPA 1907") by way of the 

draft Legislative Reform (Limited Partnerships) Order 2015 (the "Draft Order").  

INTRODUCTION 

The consultation follows many years of work on 

proposed reforms in an attempt to modernise the 

law on limited partnerships and improve the 

competitiveness of the UK private funds' industry. 

Back in 2008, the Department for Business 

Enterprise and Regulatory Reform (now known as 

the Department for Business, Innovation and 

Skills) published a consultation document with a 

view to modernising the regime. The consultation, 

however, only resulted in two changes (namely, 

making a certificate of registration conclusive 

evidence that a limited partnership has been 

formed at the date shown on the certificate and 

requiring all new limited partnerships to include 

“Limited Partnership”, “LP” or equivalent at the 

end of their names) with the remainder of the 

plans to be implemented "as and when resources 

and priorities allow". Today's announcement is 

intended to address those issues.  

Whilst the UK limited partnership is widely used 

by the industry and remains popular, it has been 

acknowledged that there are longstanding 

irritations with the legislation.  In recent years, 

many asset managers have looked to other 

jurisdictions where reform has already taken place 

and where simpler products are available. Most 

notably, improvements made to the limited 

partnership law in Luxembourg in 2013 

(introduced in tandem to the transposition of the 

Alternative Investment Funds Managers Directive 

into national law) resulted in a new regime for 

common limited partnerships (société en 

commandite simple or “SCS”) and introduced a 

new form of limited partnership, the special 

limited partnership (société en commandite 

spéciale or “SCSp”), both of which have been used 

by private fund managers.  

Today's announcement is therefore a very welcome 

attempt by the Government to remove the LPA 

1907's limitations and to simplify the UK regime. 

Travers Smith, as ever, has been at the forefront of 

developments and has been working with the 

British Private Equity & Venture Capital 

Association (the "BVCA") to encourage the 

Government to honour its commitment to bring 

reform to this area of law. 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/447458/Proposal_on_using_LRO_for_LimPart_condoc.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/447428/Draft_LRO_Stat_Instr..pdf
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KEY CHANGES PROPOSED AS PART OF THE 
CONSULTATION  

The key proposals are: 
 
Removal of obligation to contribute capital 

The requirement that a limited partner contribute 

capital (or property) (a "Capital Contribution") 

to a limited partnership at the time of entering the 

partnership is to be removed in its entirety. The 

split typically seen in private funds between a 

limited partner's Capital Contribution and loan 

commitment is of little relevance to the overall 

solvency of the limited partnership and does not 

provide third party creditors with meaningful 

information. It can also lead to unnecessarily 

technical and complex administrative burdens 

necessary to ensure that the Capital Contributions 

are made at the time of admission (thus preserving 

limited liability status).  

This amendment will remove the need for a Capital 

Contribution/loan commitment spilt, which will 

considerably simplify the admission process at 

closings, potentially reducing the fund's 

administrative costs and bringing the UK regime 

closer in alignment with the flexibility afforded in 

other jurisdictions.  

In respect of liability, the Draft Order effectively 

provides that a limited partner's liability is limited 

to the amount of any Capital Contribution; if no 

such contribution is made, such partner is not 

liable for the partnership's debts or obligations 

(which can only be met by partnership property).  

The proposals retain an option for a limited 

partner to make a Capital Contribution if it so 

wishes: an important inclusion which will allow 

investors in certain jurisdictions to continue to 

have profits earned on investments in limited 

partnerships treated as capital in nature for 

accounting/tax purposes. Managers will need to 

consider whether a limited partner opting to do 

this should continue to split its funding 

commitment and, if so, whether retaining a spilt 

structure for all limited partners would therefore 

be preferable (for consistency and practical 

reasons).  

Removal of the restriction on return of 

capital 

The LPA 1907 currently includes a prohibition on 

the withdrawal of a Capital Contribution. With the 

proposed removal of the obligation to make such a 

contribution, it is therefore unnecessary to retain 

this prohibition and it is therefore being proposed 

to remove it.  

The Draft Order is silent on the position of a 

limited partner who has opted to make a Capital 

Contribution and then subsequently decides to 

withdraw all or part of it; in this situation, the 

limited partner would not want to have a liability 

to return the amount so withdrawn to satisfy the 

debts and liabilities of the limited partnership but, 

as currently drafted, the capital could in theory be 

recalled.  

Removal of registration requirement for 

certain changes in the limited partnership 

The following changes will no longer need to be 
registered with the Registrar:  
 
●  general nature of the partnership's business;  

●  the term or character of the partnership; or  

● amounts contributed by limited partners.  

Curiously, the Government has not taken the 

opportunity to amend the corresponding 

requirements to provide such information when a 

new limited partnership applies for its certificate of 

registration; such requirements will continue to 

apply.  

Introduction of "white list" of permitted 

activities 

Another major departure from the current position 

is the proposed introduction of a safe harbour by 

way of a "white list" of permitted activities which a 

limited partner can perform without being deemed 

to have taken part in the management of the 

limited partnership, thus preserving that limited 

partner's limited liability status.  The list covers a 

wide range of activities and includes many 

material issues affecting a limited partnership, 

such as taking part in a decision about variations 

to the limited partnership agreement, whether the 

general nature of the fund's business should 

change, approving/vetoing a particular investment 

and discussing the prospects of the fund's 

business.  The activities relate to the internal 

running of a fund, and do not extend to any right 

that would permit a limited partner to bind or act 

on behalf of a limited partnership.  
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The inclusion of the list is helpful in removing 

some of the uncertainty faced by limited partners 

that wish to monitor and assess a fund and its 

investments effectively, and to protect their 

investment, without jeopardising their limited 

liability status. Whilst some of the activities reflect 

accepted market practice of what will not 

constitute 'taking part in management', the list 

goes further by including activities in respect of 

which the position has been unclear.  

The Draft Order also provides a power for the 

Secretary of State to amend the list by statutory 

instrument: this allows the list to be brought in 

line with changing market practice or to reflect 

case law, if required, in the future.  

Exclusion of certain statutory duties 

between partners  

A limited partner will no longer owe certain 

statutory duties which a partner in a general 

partnership owes (being the duties contained in 

Sections 28 and 30 of the Partnership Act 1890). 

The proposed exclusions mean that a limited 

partner will no longer be subject to the fiduciary 

duty to render accounts and full information of all 

things affecting the limited partnership and not to 

compete with the limited partnership. These duties 

do not sit well with the passivity of the role of a 

limited partner and so the proposed exclusions are 

helpful in this regard. The Draft Order does not, 

however, exclude the equitable and common law 

duties (if any) underlying these particular statutory 

duties, which will therefore remain applicable.  

The statutory duty (contained in Section 29 of the 

1890 Act) to not benefit from transactions with the 

limited partnership or from the use of the limited 

partnership property, name or business connection 

has not been excluded in the Draft Order and will 

continue to apply; both managers and investors 

benefit from preserving this restriction.  

Relaxation of rules relating to the winding-

up of limited partnerships 

In the event of dissolution, the general partner will 

continue to have responsibility for winding it up 

(or for appointing a suitably qualified person to do 

so). If there are no general partners, the limited 

partners will be responsible and will be able to 

agree among themselves which one of them is 

responsible and proceed without needing to apply 

for a court order.  

This, again, greatly simplifies the current regime 

whereby if a general partner is removed pursuant 

to the terms of the limited partnership agreement, 

the limited partners must go to court to apply for 

the limited partnership to be wound-up. Where 

winding-up is to be undertaken by the limited 

partners, the proposals also ensure that no burden 

is placed on certain limited partners who decide 

not to be responsible for windingup the limited 

partnership. 

Introduction of new procedure for de-

registering limited partnerships and 

corrections to the register 

A new procedure for de-registering a limited 

partnership following dissolution (or in certain 

other limited circumstances) will be introduced so 

that limited partnerships do not stay on the 

register after they cease to exist. The LPA 1907, 

currently, does not contain any form of process for 

this which can lead to confusion and an inability to 

correct the register even in the case of fraud, as 

highlighted in the recent judgment of Bank of 

Beirut SAL and another v HRH Prince Adel El-

Hashemite and another [2015] EWHC 1451.  

Removal of gazette notice requirements 

The Draft Order abolishes the requirements to 

publish an advertisement in the Gazette of a 

statement in the event of (i) a general partner 

becoming a limited partner or (ii) an assignment of 

a limited partner's interest, bringing further 

administrative burden relief.  

In the case of assignment, it also removes the 

current uncertainty caused where there is a gap 

between the parties' desired date for assignment 

and the date on which the Gazette advertisement is 

published (as the LPA 1907 wording provides that 

assignment does not take effect, for the purposes 

of the Act, until such publication). Given the 

increased volume of secondary transactions in 

recent years, this is a welcome development.  
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WHAT'S NOT INCLUDED?  

Option to elect for legal personality  

The option to elect for the limited partnership to 

have legal personality is a feature of the limited 

partnership laws of many other countries and 

states (including Jersey, Guernsey as well as 

Luxembourg under the new law). Such an option 

cannot be included in the Draft Order for technical 

reasons, but the BVCA continues to lobby on this 

point and it is hoped that the Government will 

introduce elective legal personality when an 

appropriate legislative opportunity arises.  

APPLICATION  

Broadly, these changes will apply to a limited 
partnership that:  
 
●  is a “collective investment scheme” (as defined 

in section 235 of the Financial Services and 

Markets Act 2000) and;  

●  has a written partnership agreement in place.  

The changes will also apply to (i) all applicable 

limited partnerships established on or after the 

date of implementation and (ii) any existing 

limited partnership that satisfies the conditions 

above and that notifies the Registrar, within 12 

months of implementation of the recommended 

changes, of its election to be treated as a limited 

partnership that falls within the ambit of the 

modified limited partnerships regime.  

The deadline for comments is 5 October 2015. No 

doubt, the proposals will be the subject of many 

discussions over the next few months. If you would 

to like some assistance on how the proposals could 

affect your business, please do speak to your usual 

Travers Smith contact.  
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