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Restatement of LLP Agreement: When and Why Should
an LLP Consider It?

An LLP agreement is a document signed when an LLP is incorporated. It is the document that sets
out how the LLP function and operate, how the partners will work together, how profits,
obligations, and responsibilities will be shared, and what happens when circumstances change.

As an LLP grows, its business, partners, contribution structure and internal arrangements may
also change. When the original agreement no longer clearly reflects the way the LLP actually
operates, it may be time to consider restating the LLP agreement.

Restatement does not necessarily mean that the entire agreement is rewritten from scratch. In
simple terms, it means aligning the agreement into one clear and updated document so that the
LLP and its partners are sailing on the same boat.

What is a restatement of an LLP Agreement?
A restated LLP agreement is an updated version of the existing agreement that brings together

the original terms and all the changes made over time to align with the current operations of the
LLP.

For example, an LLP may have changed its partners, profit-sharing ratio, contribution, business
activities or decision-making arrangements through several amendments. After a few years, the
agreement can become difficult to read because different changes are spread across separate
documents.

A restated agreement puts the current position into one document. It can therefore make the
agreement easier to understand, maintain and refer to in the future.

When should an LLP consider restating its agreement?

There is no need to wait for a dispute before reviewing an LLP agreement. An LLP should
consider restatement whenever there has been a significant change in its structure or its
operations.

Common situations include:

» Change in partners — When a partner joins, retires, resigns or is removed, the existing terms
may need to be updated.

Change in profit-sharing ratio — If the partners agree to change how profits and losses are
shared, the agreement should clearly reflect the new arrangement.

Change in contribution — Additional contribution by existing partners or contribution by a
new partner may require the agreement to be updated.

Change in business activities — If the LLP has expanded into new activities or changed its
business model, the agreement should be checked to ensure that it still fits the business.
Change in management responsibilities — As an LLP grows, partners may take on different
roles. Their powers and responsibilities may change from time to time and accordingly,
should be clearly recorded.
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Multiple amendments over time — If the original agreement has been amended several times,
restatement can make the final position much easier to understand as compared to multiple
amendments taking place at multiple times.

Changes in law or regulatory requirements — The agreement should be reviewed when
relevant legal or regulatory requirements change.

Better clarity between partners — Even when there is no major structural change, partners
may choose to restate the agreement simply to remove ambiguity and clearly record their
understanding.

Why is restatement important?
The biggest benefit of restatement is clarity and avoidance of ambiguity.

An LLP may continue to function for years without updating its agreement properly. Problems
often arise later, when someone needs to determine what the partners actually agreed upon. If the
terms are spread across the original agreement and several amendment documents, there can be
confusion about which provision is currently applicable.

A restated agreement can help by:

bringing the current terms into one place;

bringing uniformity into agreements

reducing confusion caused by old and amended provisions;

clearly recording the rights and responsibilities of the partners;
making future reviews and amendments easier;

helping the LLP maintain proper corporate and legal records; and
reducing the possibility of disagreements caused by unclear wording.

Restatement vs. Amendment: What is the difference?

An amendment generally changes one or more specific provisions of an existing LLP agreement.
A restatement goes a step further by presenting the agreement in its updated form, incorporating
the changes made to date.

For example, suppose an LLP has an original agreement and later signs four separate
amendments covering admission of a partner, change in profit sharing, additional contribution
and change in management powers. The LLP can continue to keep all five documents together.
However, this may not be the easiest way to understand the current arrangement.

A restated agreement can bring all updated changes together in one updated document.

This does not mean that every amendment must automatically be followed by a restatement. The
decision should depend on the number and nature of changes and whether the existing
documents still give a clear picture of the LLP's current arrangements.
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What should be reviewed before restating the agreement?
Before preparing a restated LLP agreement, the LLP should review the existing agreement and
all amendments made since it was signed.

The partners should check, among other things:

names and details of all partners and designated partners;
contribution of each partner;

profit and loss sharing ratio;

rights, duties and responsibilities of partners;

authority to take business and financial decisions;

bank account operation and signing powers;

admission, retirement and cessation of partners;

transfer or assignment of partnership rights, where applicable;
dispute resolution mechanism,;

restrictions or obligations applicable to partners;
provisions relating to meetings and decision-making; and
any other terms that have changed in practice.

The purpose of this review is simple: the document should match the arrangement that the
partners have actually agreed to follow

A practical example
Consider an LLP that started with two partners. Over the next three years, one new partner joined,
one partner retired, the contribution was increased and the profit-sharing ratio was changed.

Each change was recorded separately. The LLP now has the original agreement along with several
amendment documents.

Nothing may be legally wrong with keeping those documents together. However, when a bank,
investor, professional adviser or one of the partners wants to understand the current arrangement,
they may have to read several documents to work out the final position.

A restated agreement can bring the current terms together in one place. This makes the position
much easier to understand and reduces the risk of relying on an outdated provision.

Points to keep in mind
Restatement should be done carefully. It should not accidentally remove a provision that the
partners still intend to keep.

The LLP should therefore compare the proposed restated agreement with the original agreement
and every subsequent amendment. The partners should also check whether any approval, filing
or other compliance requirement is applicable to the particular change.
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The final document should be properly executed and the LLP's statutory records should be updated
as required. Where the changes are significant or the wording is unclear, professional advice can
help ensure that the restated agreement correctly reflects the partners' intention.

Conclusion

An LLP agreement should grow with the LLP. As partners change, contributions change and the
business develops, an agreement that was perfectly suitable at the beginning may no longer tell the
complete story.

Restatement is therefore not simply a paperwork exercise. It is a practical way of putting the LLP's
current understanding into one clear document.

An LLP should consider restating its agreement when repeated amendments, changes in partners,
changes in contributions or profit sharing, new business arrangements, or changes in management
responsibilities make the existing documents difficult to follow.

The goal is straightforward: one clear agreement that reflects the LLP as it exists today. Good
documentation may not prevent every disagreement, but it can make the partners' rights,
responsibilities and agreed arrangements much easier to understand when clarity matters most.

Disclaimer: This article provides general information existing at the time of preparation and we

take no responsibility to update it with the subsequent changes in the law. The article is intended
as a news update and Affluence Advisory neither assumes nor accepts any responsibility for any
loss arising to any person acting or refraining from acting as a result of any material contained in
this article. It is recommended that professional advice be taken based on specific facts and
circumstances. This article does not substitute the need to refer to the original pronouncement.
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