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FAQs on LLPs

The introduction of limited liability partnerships (“LLPs”) from 1 March
2016 serves to make available an additional choice in the mode of
practice for law firms in Hong Kong. In considering whether to become
an LLP, a firm may wish to clarify various issues about this new mode of
practice. We stand ready to assist in whatever ways we can.

Below are some frequently asked questions to which we have responded.

1. What is the difference between a limited liability partnership
and a general partnership?
Before the commencement of the Legal Practitioners (Amendment)
Ordinance 2012 (“LPAQ") on 1 March 2016, other than sole
proprietorships, law firms in Hong Kong were only permitted to operate
in the form of general partnerships. In a general partnership, every
partner is jointly and severally liable with his other partners for all
debts, liabilities and obligations of the partnership incurred while he is
a partner (ie, he is personally liable for the acts of other partners and for
all debts of the firm).

The LPAO introduces LLPs as a special type of partnership available
only for law firms in Hong Kong. An innocent partner of an LLP who'is
not in default, generally speaking, will not be personally liable for the
partnership obligation that arises from the provision of professional
services by the LLP as a result of a default of the other members of the
firm.

2. Will an innocent partner of an LLP be protected from the
partnership’s ordinary business obligations?

The LPAO provides a “partial liability shield” protection for the innocent

partners of an LLP in relation to professional services defaults only. All

the partners remain jointly and severally liable for the LLP's ordinary

business obligations, such as office rent and staff salaries.

3. Does the Limited Partnerships Ordinance (Cap. 37) apply to
LLPs?

LLPs are not limited partnerships governed by the Limited Partnerships
Ordinance. LLPs are governed by the Legal Practitioners Ordinance
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(Cap. 159), as amended by the LPAO and its subsidiary legislation. Being
a form of partnership, LLPs are, however, also subject to the Partnership
Ordinance (Cap. 38) and every other law that applies in relation to a
partnership, unless they are inconsistent with the LPAQO.

4. What does a law firm need to do to become an LLP?

Law firms must:

(a) Designate the partnership as an LLP by partners’ agreement;

(b) Maintain top-up insurance cover of at least HK$10 million per claim
above the statutory professional indemnity cover for law firms with
no aggregate limit;

(c) Notify the Law Society seven days prior to commencement as an
LLP in a prescribed form;

(d) Ensure the name of the firm includes “LLP" and if it has a Chinese
name, “BREREEFEE” and that it is stated clearly in the firm’s
office, as well as on its stationery and website;

(e) Submit a commencement notification with more detailed particulars
within 14 days of commencement (if the firm has been in practice
before becoming an LLP, then the firm should submit a notification
of changes instead of a commencement notification);

(f) Advise the Business Registration Section of the Inland Revenue
Department of the change of firm name together with a copy of
the notification and a Law Society confirmation on the receipt of
notification and complete the necessary formalities;

(g) Submit notification to existing clients with the minimum content
prescribed by the Law Society within 30 days of it becoming an LLP;

(h) Notify clients of at least one overall supervising partner for each of
their respective matters within 21 days of acceptance of instructions
and keep them so informed throughout.

5. Does LPAO apply to both Hong Kong law firms and foreign
law firms?

Both Hong Kong law firms and foreign law firms registered with the Law

Society may become LLPs under the LPAO.

6. Can foreign lawyers be partners of an LLP?

The provisions that apply generally to the practice of Hong Kong law
firms and registered foreign law firms continue to apply to those firms
that have become LLPs in accordance with the LPAQO.

Accordingly, the partners of a Hong Kong law firm, be it a general
partnership or an LLP, must all be Hong Kong solicitors and the partners
of a registered foreign law firm in Hong Kong, be it a general partnership
or an LLP, must all be registered foreign lawyers.

7. Does an existing law firm have to cease practice before
converting to an LLP?

If an existing law firm decides to become an LLP, it is not required to

cease practice before its conversion to an LLP. The Law Society will not

treat the conversion by an existing firm to an LLP as cessation of practice

for the existing firm.
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The existing firm is required to give seven days’ advance notice to the Law By EERREETNERRRMNER - MELRE

Society prior to its conversion to an LLP. Within 14 days of its conversion, AT RBAIIBRTEERE °

the firm must notify the Law Society of its change to an LLP. It should file

a Notification of Changes detailing all the consequential changes to the 8. BEEERAXLEENEEEXEBIIRE ?
particulars of the firm together with a declaration on its compliance with ELUTEBER  BEREEEEASHNABABAZTHR
the top-up insurance requirement and a revised business registration EREFABRE

certificate on the change of the name of the firm.
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A part f an LLP will not enjoy LLP protection if: _
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(b) the default is the default of the partner himself or an employee / O HELBFBRAR  LEREEEFABEAGE
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agent / representative of the LLP under his direct supervision (in which
case he will be vicariously liable); or

(c) the LLP had failed to comply with the relevant provisions of the LPAO © REMERTRRVINERRR
at the time of the default including, for instance: - REEEEZIEREA2IRAN » REEMTEEZX
« failing to maintain the required top-up insurance cover: EENEELHE  ERP—REBEREEABA
* failing to inform the client of the identity of at least one overall MBHBNES
supervising partner for the matter in respect of which the default - EREETARAR  REARAEAREEREE
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throughout the time that the matter is handled by the firm; or
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* the client, at the time of the default, did not know or ought not
reasonably to have known that the firm was an LLP.

The Information Packages on LLPs are posted on the Law Society website
under the tab “Admission and Registration” (within the sections “Hong
Kong law firms" and "Foreign law firms").





