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Building Future-Ready CA Firms:
LLP vs Partnership Under ICAl’s
Strategic Practice Frameworks

Chartered Accountant (CA) firms in India are navigating a
major inflection point. Traditional partnership structures
are increasingly strained under the weight of expanding
regulatory demands, geographical presence needs,
and client expectations for multidisciplinary expertise.
The emergence of Limited Liability Partnerships (LLPs),
particularly those enabled through ICAl's 2022-2024
regulatory frameworks, offers an alternative that balances
professional independence, scalability, and legal resilience.

and traditional

Introduction

India’s professional landscape is
undergoing transformation. The shift
is not merely legal or operational
but strategic and inevitable. As the
global economy integrates, clients
increasingly demand firms that
can offer bundled services: audit,
advisory, risk, tax, digital, legal, and
ESG. Traditional partnerships, with
their individualistic decision-making
and informal governance, struggle to
respond to these demands.

With the introduction of the Limited
Liability Partnership (LLP) Act,
2008, and further bolstered by ICAT’s
proactive reforms including:

= Multidisciplinary Partnership
(MDP) Guidelines, 2022

= Networking Framework, 2021

G LLP Aggregation Model, 2024

= Merger and Demerger Protocols,
2024

Chartered Accountants now have a
legal, scalable, and strategic blueprint
to build firms that are future-proof.

the

and

The LLP structure bridges
gap  between flexibility

institutionalism. It offers:

= Limited liability

= Perpetual succession

= Customizable governance

= Legalidentity

= Professional brand continuity

= Multidisciplinary
under regulation

partnerships

This makes it ideal for:

= Sole proprietors seeking scalability
and succession

This article provides a holistic, structured, and ICAl-compliant comparison of LLPs
partnerships with special emphasis on legal frameworks, audit
controls, partner roles, merger protocols, governance models, succession planning,
and technological integration. Through strategic use of the MDP Guidelines (2022),
Networking Guidelines (2021), Aggregation Model (2024), and Merger/Demerger
Frameworks (2024), the analysis lays out a clear decision matrix.

Whether you're a sole proprietor, mid-sized regional firm, or a returning professional
from industry, LLPs now provide ICAl-approved, ethically governed structures aligned
with modern firm aspirations. With benefits ranging from liability shielding and client
trust to institutional brand building and global compatibility, the LLP model is no longer
an option; it's the roadmap to a future-ready CA practice.

= Mid-sized firms looking to
standardize governance

= New CAs wanting structured career
pathways

= Industry-returning  professionals
needing re-entry via MDPs

In this article, dissect the
comparative strengths, compliance
requirements, governance frameworks,
and real-life implementation models
for LLPs and partnerships. Each
recommendation is grounded in

ICAT’s latest regulatory landscape.

we

ICAI's MDP Framework -
2022

The Multidisciplinary Partnership
(MDP) framework introduced in
2022 revolutionized how CAs can
collaborate with professionals from
other domains.
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Permissible Partners under
Regulation 53B

= Company Secretaries (CS)

= Costand Management Accountants
(CMA)

= Advocates

= Engineers

®  Architect

®  Actuaries

Core Conditions

= Majority CA Control: CAs

must remain in majority in both
headcount and profit share.

= AuditIndependence: Only CAs can
sign attest functions. Non-CAs are
barred from accessing audit revenues.

= Naming Rights: One MDP firm
name per CA is permitted.

= Structural Flexibility: MDPs may
function as LLPs or traditional
partnerships.

= Revenue Segregation: Non-CAs
may share in non-audit services
only.

This framework serves three strategic

purposes:

1. Enables multidisciplinary service
delivery under one brand.

2. Supports returning professionals
with expertise in law, valuation,
governance, etc.

3. Provides the structural base for

ESG, forensic, IT audit, and legal
advisory integration.

Traditional Partnership vs LLP: Legal & Structural Comparison

Partnership Firm LLP (MDP or CA-only)

Governance, Deadlock
Management & Partner
Rights

Governance in LLPs vs
Partnerships

In traditional partnerships:

= Governance is generally informal.

= Power is distributed equally
(headcount-based) unless modified
by the deed.

= There is a high risk of firm
dissolution during retirement or
death of a partner.

In contrast, LLPs provide robust
governance features:

= Retirement and expulsion clauses
can be pre-coded into the LLP
Agreement.

= Expulsion for misconduct or
inactivity can be enforced without
dissolving the firm.

= Decision-making can be allocated
based on capital, role, seniority, or
strategic contributions.

This governance clarity not only
protects the firm but also aligns
long-term strategic interests of the
partners.

Deadlock Management in
LLPs

LLPs allow pre-agreed arrangements
for conflict resolution, such as:
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66|nanLLP structure,
the legal and operational
distinction between
Designated Partners,
Limited Partners,
and functional team
members enables the
firm to strategically
assign responsibilities,
such as compliance,
domain leadership, or
business development,
without conferring equal
ownership, liability, or
voting rights. 99

= Casting vote by a designated
Chairperson or Managing Partner.

= Arbitration  clauses  referring
disputes to third parties or boards.

= Russian Roulette or Shotgun
Clauses: These are exit mechanisms
where one partner offers to buy out
the other at a set price; if declined,
they must sell at the same price.

m  Escalation to a Central Board or
Ombudsman  (for  Aggregated
LLPs): A governance step where
unresolved partner disputes are
referred to a neutral central body
for binding resolution.

Traditional  partnerships  usually
lack such pre-defined arrangements,
leaving disputes open-ended or forcing
dissolution.

Legal Status Not a separate legal entity

Liability Unlimited (joint & several)

Succession May dissolve on partner exit

Governance Deed-based (varies by state)

Voting Default: one partner = one vote

Profit Sharing As per Deed

Admission/Exit Requires amendment deed

Legal Recognition ~ Weak in tenders, PSU, and MNC
contracts

Transparency Low (not public)

Separate legal entity (Section 3, LLP Act)

Limited to contribution (Section 27-28)

Perpetual succession (Section 24)

LLP Agreement (customizable, filed with MCA)
Capital-based or custom model

As per Agreement; includes fixed + variable models
Requires MCA filing (Form 4) + Agreement update

Recognized under MCA; preferred for large contracts

High (public via MCA portal)

%
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Role-Based Comparison: Designated vs Limited Partners vs Traditional Partners

Designated Partner (LLP) | Limited Partner (LLP) Partner (Traditional Firm)

Legal Statutorily responsible for Not legally liable beyond capital ~ Jointly and severally liable
Responsibility filings, compliance
Management Yes (as defined in Yes — Active participation Default = Yes
Participation agreement) required; silent partners not

allowed by ICAI
Signing Authority  Yes (if CA) Yes (if CA) Yes (if CA)
(Audit)
DIN/DPIN Yes No No
Required
Entry/Exit Via Form 4 + LLP As per LLP Agreement By Deed Amendment
Protocol Agreement
Voting Power Customizable Customizable Headcount (default), or as

agreed in the deed

Audit Statutory Accountable under LLP Act  Accountable under LLP Actand  Accountable under ICAI
Role and ICAI norms ICAI norms Code
Liability Unlimited for non- Limited to contribution Unlimited personal liability
Exposure compliance
Retirement/ Governed by LLP As per LLP Agreement May require dissolution
Resignation Agreement + MCA Form 4 unless protected by deed

66 LLPs inherently carry
greater legal credibility
and transparency,
making them ideal for
firms aiming for national
or global expansion. 99

This clear segmentation in LLPs
allows the firm to assign functional
roles without diluting control,
which is impossible in traditional
partnerships.

In an LLP structure, the legal and

operational  distinction  between
Designated Partners, Limited
Partners, and functional team
members enables the firm to
strategically assign responsibilities,
such as  compliance, domain

leadership, or business development,
without conferring equal ownership,
liability, or voting rights. This means
partners can lead specific verticals
(like Audit, GST, Forensics, ESG,
etc.) based on expertise, while the
control of the firm, both legally

and financially, remains with a core
group. Such role clarity and control
retention is structurally impossible
in a traditional partnership, where all
partners typically share equal liability
and authority unless explicitly altered
through complex deed clauses.

ICAI-Compliant Profit
Models

Profit-sharing models are central
to equity
motivation in a professional firm.

maintain both and

ICAT’s ethical and regulatory stance
is clear on this:

Key Compliance Principle

“Only CAs can share audit revenues.
Non-CAs in MDPs may participate
only in non-audit work.” — ICAI Code
of Ethics, 2020 and SA 220

By structuring hybrid models (e.g,
Fixed + Incentive for domain heads),
LLPs  attract  high-performance
professionals while retaining audit
compliance integrity.

Partnership
Model Flrm LLP ICAI’s View

Equal Sharing

Capital-based Sharing  Yes

Performance-Linked Yes

Incentives

Audit/Non-Audit Yes

Revenue Split

Fixed + Variable Pay Difficult to
structure

Permitted

Yes Encouraged

Yes  Allowed (for non-audit
functions)

Yes  Mandatory under ICAI
Code & SA 220

Yes Permitted if clearly
defined
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Regulatory Filings, Transparency & Public Credibility

Traditional partnership firms are regulated under State-Level Registrars, leading to:
»  Lack of standardized forms

= No online visibility

=  No central monitoring

LLPs are regulated by MCA (Ministry of Corporate Affairs), with filings accessible at www.mca.gov.in

Public View of Not available Yes (via MCA portal)

Documents

Required Filings Minimal Annual Return (Form 11), Financials (Form 8), Partner
Changes (Form 4)

Technology Integration ~ Manual or physical filings ~ Fully online via MCA-21

Registrar Approval Varies; largely informal Legally mandated timelines
Timeline
Reputation for Tenders ~ Weak institutional Strong legal identity (preferred by PSUs, MNCs)
identity
Thus, LLPs inherently carry greater ® Form 14 — Final confirmation to
legal credibility and transparency, ROC
making them ideal for firms aiming for .
national or global expansion. Key ICAI Conditions:
= Audit assignments must remain
Merger and Demerger with CA partners.
Framework for CA Firms = Client communication and conflict
With growing firm sizes and multi- policies must be declared. geographies without loss of reputation
location  practices, mergers and | w New merged firm must apply for | or regulatory backlash.
demergers are no longer exceptional updated FRN. Practical E .
but they are part of institutional T ractical Lxample:
strategy.y The PICAI Merger and ICAI. Demerger GUIfﬂehneS Two mid-sized LLPs may merge to
Demerger  Guidelines (2024) | " File Form MDA-2 with ICAIL secure PSU tenders and then derr'le.rge
offer a statutory path for formal | = Predefine: once mandates are secured, retaining
ot market presence underacommonbrand,
consolidation. N .
Brand and name usage rights using the Aggregation framework.
ICAI Merger Guidelines ® (lient retention splits ICAI Networking
- gﬂe lForm MDA-1  to  ICAI ® Staff migration protocols Guidelines - 2021
tailing:
crating This framework allows for structured | ICAI allows firms to collaborate
® Merging entities realignment of partner groups or | without merging through networking.

® Governance = structure post- | Three Approved Networking Models
merger

® Confirmation of CA majority
o Referral Pure client hand-off; no Mustnot pool fees
= Complete merger process within 6 delivery coordination

months.

= Execute MCA filings: Formal Network Joint delivery, shared SOPs  No audit fee pooling

® Form 3 - Amend LLP
Agreement

AOP Network Common name + revenue Requires ICAI registration
pooling (non-audit only) & compliance

%
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Result: Each LLP retains operational control but aligns strategically—ideal for

Why Use Networking?

= For pre-merger trial runs

= To collaborate across cities

= Todistribute niche domain expertise

(e.g., ESG, Forensics, GST)

Audit Integrity Clause

Each network member is independent
for audit purposes, with separate
responsibility and rotation rules.

LLP Aggregation
Model - 2024

The LLP  Aggregation  Model
introduced by ICAI in 2024 is a hybrid
between a merger and a network.

Structure
= A central brand is adopted

= Multiple LLPs across cities or
regions

= Shared policies, branding, HR,
quality control

L Legal identities remain separate

Why Aggregation Works

= Avoids complexities of full merger
=  Maintains autonomy in delivery
= Enables national branding

= Attracts large mandates via shared
profile

Compliance Requirements

= Declare aggregation structure to
ICAI

= Confirm:
e CA majority in each LLP
e No pooling of audit revenue

e SOP for partner admissions,
conflict resolution

Shared in Not Shared in
Aggregation Aggregation

firms with strong city/regional roots.

Entry Pathways into LLPs Based on Professional Stage

ICAI now supports multiple entry pathways into LLP structures, depending on
the professional’s experience, size, and vision.

A. SoleProprietors

(apeciencs | Pty Bl |

0-S Years Join as salaried/junior Learner, Team Contributor
partner

5-10 Years Merge into an LLP Domain Contributor

10-30 Years Lead  verticals or Senior/Mentor Partner
geography

30+ Years Advisory/Board role Governance & Succession

B. Industry CAs Returning to Practice

5-10 Years Functional lead in MDP  Direct Tax, Finance
LLP

10-20 Years Domain/Vertical Head ~ Governance, Regulatory

20+ Years Board-level mentor Strategy & Succession

C. Newly Qualified CAs

Employment
Start Own Firm  LLP structure

Junior Partner

Global Best Practices &
Indian Alignment

Globally, professional services firms,
especially the Big Firms, are structured
as LLPs for three main reasons:

1. Limited liability for managing
partners

2. Institutional continuity

LLP or traditional firm

LLP or CA-only firm

Mentorship + Domain
Exposure

Branding + Liability
Protection

Equity + Long-term Growth
Path
= Requiring audit integrity and
partner governance

Indian CA firms adopting the LLP
structure find it easier to:

»  Bid for international tenders

= Attract foreign investment (via
automatic FDI route in LLPs)

=  Enter strategic tie-ups with overseas

: : legal or audit entities
Tech Stack Audit Fees 3. Compliance with global

transparency norms Example: A GST-focused LLP in
Branding Statutory Work | [T reforms from 2022 to 2024 India partnered with a Dubai-based
. lobal best practices by: tax consultancy under an MDP LLP
Policies Partner-level furor globa practi v model by adding non attest partners
Non-audit Equity = Allowing multi-disciplinary in LLP. The LLP frameyvork enabled
R £ models brand sharing, while revenue
evenug @ remained compliant with Indian

agreed) = Enabling cross-border alliances audit rules.
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Case Snapshot &
Implementation Strategy

Case Snapshot: XYZ & Co. -
Transition to Aggregated LLP

Firm Background:

= XYZ & Co. was a 3-partner
traditional firm based in Delhi,

handling mid-sized audit and
taxation mandates.
= By 2022, partners realized

limitations in scale, retention, and
risk coverage.

Transformation Journey:

1. Converted to XYZ LLP via Form
17 and executed a comprehensive
LLP Agreement.

2. Onboarded partners from Mumbai
and Hyderabad as Designated
Partners to expand presence.

3. Declared an LLP Structure to ICAI
with SOPs, branding, and HR

policy.
4. Adopted a wunified tech stack

(Zoho Practice + Keka + Google
Workspace).

S. Secured a PSU audit mandate
based on multi-city presence and
institutional branding.

6. Rolled out succession plans,
onboarding younger CAs as junior
partners with vesting models.

Result: Within 18 months, XYZ
LLP grew to 9 partners across 3 cities,
maintained ICAI compliance, and
operated with stronger client confidence,
increased revenue, and governance

visibility:

EsdC s
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Strategic Roadmap: Merging 2 Partnership Firms, 3 LLPs and

20 Sole Proprietors into One LLP

Figure 1: Strategic Roadmap for Merging Multiple CA Entities into a Unified

LLP

Stage 1: Strategic
Alignment

Stage 2: Networking
Start

Stage 3: Transition of
Entities to LLP

Stage 4: Functional
Onboarding

Stage 5: ICAILLP
Aggregation

Stage 6: Final Merger of
AIlLLPs

Stage 7: ICAI Merger
Notification

Outcome: Fully ICAI-compliant
Aggregated + Merged LLP with 15+
partners and pan-India presence

The framework is presented as a
conceptual process flow to depict
sequential regulatory progression.

Stage 1: Strategic Alignment

This stage focuses on achieving
alignment among participating firms on
vision, long-term objectives, governance
philosophy, and regulatory preparedness.
Firms assess mutual compatibility,
partner intent, quality benchmarks, and
readiness for structured collaboration
under ICAI guidelines.

Stage 2: Networking Start

At this stage, firms formally enter into
a networking arrangement, enabling
coordinated service delivery, knowledge
sharing, and brand alignment, while
continuing to operate as independent
legal entities. The networking framework
serves as a low-risk foundation for trust-

building and operational familiarity.

Stage 3: Transition of Entities to LLP

Based on strategic intent, scale
potential, and regulatory suitability,
identified entities within the network
transition into Limited Liability
Partnership (LLP) structures. This
includes the conversion of 20 sole
proprietorships and 2 partnership
firms through prescribed statutory
processes, including FILLiP and Form

17 (for partnership firms), execution of
LLP Agreements, and obtaining DIN,
PAN, and GST registrations under the
newly formed LLPs. The transitioned
entities also adopt a unified technology
stack to support scalable operations,
professional management, and
alignment with the LLP aggregation
framework envisaged under ICAI
guidelines.

Stage 4: Functional Onboarding

At this stage, the focus shifts to
structured functional onboarding
and operational integration across
the networked LLPs. Partner roles
are clearly defined, with senior
professionals inducted as equity or
mentor partners, domain specialists
designated as vertical heads for
areas such as GST, Audit, and Risk,
and junior partners aligned under a
fixed-plus-incentive compensation
model. Incoming partners are subject
to defined lock-in arrangements to
ensure continuity and commitment.

Partner valuation is wundertaken
using objective parameters,
including revenue performance

over the preceding three vyears,
client base strength, staff under
management, and market goodwill,
thereby enabling an equitable and
transparent onboarding framework.
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Stage S: ICAI LLP Aggregation

At this stage, the participating LLPs
are formally aggregated in accordance
with the framework prescribed by the
Institute of Chartered Accountants
of India. The aggregation declaration
is filed with ICAI, and a unified
professional identity is adopted across
the group through common branding
elements, including logo, official
email domains, standard operating
procedures, and human resource
policies. In line with the ICAI Code
of Ethics, audit and non-audit revenue
streams are clearly segregated, thereby
ensuring  regulatory  compliance,
governance clarity, and institutional
robustness within the aggregated
structure.

Stage 6: Final Merger of All LLPs

At this stage, the aggregation process
culminates in the merger of all
participating LLPsinto asingle, unified
LLP structure. A comprehensive
Scheme of Amalgamation is drafted,
and the prescribed statutory filings
are undertaken, including Form 6
(Proposal of Amalgamation), Form
14 (Confirmation of Merger), and
Form 3 (Amended LLP Agreement).
An independent valuer is appointed
to  support equitable  equity
structuring and partner interest
determination. The merged structure
enables scale, operational efficiency,
and a consistent professional identity,
while maintaining full compliance
with ICAI regulations and applicable
professional standards.

Stage 7: ICAI Merger Notification

Following completion of the merger,
the requisite merger notification
is filed with ICAI through Form
MDA-1, and a new Firm Registration
Number (FRN) is obtained for the
merged LLP. Concurrently, a formal
board-level governance framework is
instituted, including the adoption of
a rotating Managing Partner model,
to ensure leadership continuity,
partner participation, and sustained
compliance with ICATI’s professional
and governance standards.

\

Outcome:

The strategic roadmap culminates in the establishment of a fully ICAI-compliant
aggregated and merged LLP with a pan-India presence and a partner base
exceeding fifteen professionals. The resulting entity operates under a robust
governance framework and is positioned to deliver multidisciplinary professional
services at scale, while adhering to the highest standards of quality, ethical
conduct, and regulatory compliance prescribed by ICAL

From COP to Compliance: What Each CA Practice
Category Can and Cannot Do

Scope of Practice for COP Holders: Full-Time vs Part-Time vs
Employment

Certificate Eligible for

of Practice | Employment | Attest CA Firm

Category (cop) Allowed Functions | Partnership
Full-Time No (except
Practice permitted

under Reg.

190A)
Part-Time Yes Yes (limited, No No
Practice with

permission)
Employment Yes Yes No No
with COP

Permissible Roles for Full-Time Practicing Chartered
Accountants

Permitted for
Scenario Full-Time COP? | Notes

Sole proprietor in one CA firm Yes Must inform ICAI,

and partner in another manage both ethically

Partner in multiple CA firms Yes Allowed if in full-time
practice

Employment + partner in CA Not allowed Contravenes full-time

firm practice

Technology Stack for Modern CA LLPs

A scalable, secure, and cloud-based technology ecosystem is essential for modern
LLP-based firms.

Recommended Cloud Tools (by Function)

Recommended
Category Tools Function

Communication  Google Workspace /  Email, Calendar, Drive, Docs

Microsoft 365
Networking Artha EMS Slack / Collaboration, Independent
Internal Teams Firm Practice, Network
Messaging Practice Team Channels, Task

Collaboration
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Recommended
Category Tools Function

Practice Zoho Practice / Workflow, Task Management,
Management CAOA / Octago / Deadlines
(PMS) Pappilo / Artha EMS
Audit Tools Tally ERP + Documentation, Controls,
Audit360 / CCH Checklists
iFirm
Document Dropbox Business /  Secure File Sharing, Version
Management SharePoint Control
eSigning DocuSign / Zoho Sign LLP Agreements,
Sign / Adobe Sign Engagement Letters
Billing & CRM Zoho Books / Invoicing, Collections, Payment
QuickBooks / Reminders
Razorpay
HR & Payroll Keka / Zoho People  Payroll, Leave, Onboarding
/ GreytHR
Valuation & Excel Online + Partner Equity, Dashboards,
Analytics Power BI / Zoho Insights
Analytics

Tech Governance Tips

m Use 2FA for access to all critical
platforms

= Centralize audit templates via PMS

= Automate client reminders via

CRM
= Runbiannual IT audits and backups

® Train all team members in tech
protocols

Conclusion

The modern CA firm must be:

= Professionally governed

= Legally compliant

= Client-first and multidisciplinary
= Technologically integrated

= FEthically transparent under ICAI
Code

The Limited Liability Partnership
(LLP) model offers this
transformative path. It combines
flexibility =~ with  structure, risk
mitigation ~ with  growth, and

regulatory compliance with national
and global competitiveness.

From entry-level professionals to
established firms, LLPs and ICAIs
aggregation/networking frameworks
enable:

= Succession planning for sole

proprietors

= Brand elevation for city-based
firms

= Return opportunities for industry
veterans

= Team-based  governance for
sustainability
Ultimately, the LLP framework

is not just a legal structure; it’s
a strategy for legacy building. It
provides the base for achieving scale
without compromising integrity and
ensures continuity without legal
vulnerability.

ICAI has provided the enabling
guidelines. The future-ready firms
must now act.

1311 |

THE CHARTERED ACCOUNTANT @ FIRMSI

66 The LLP framework is
not just a legal structure;
it's a strategy for legacy
building. It provides the
base for achieving scale
without compromising
integrity and ensures
continuity without legal
vulnerability. 99

Structure shapes strategy. Among
available  structures, the LLP
framework offers a scalable and
compliant platform for future-ready
CA firms.
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Author may be reached at

aswpradeep@gmail.com
and eboard@icai.in
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