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REGULATIONS 201-

REPORT

The Limited Liability Partnership (Jersey) Law 19@fie “LLP Law”) has now been
in force for some 15 years with no LLP structuresnf set up in the Island. The
major reason is the requirement for a £5 milliomdevhich must be maintained by
the LLP and cannot be used as security for lending.

There are over 30,000 LLPs in the United Kingdord ather jurisdictions, and it is a
popular alternative structure to the use of a capgar trading partners. Many other
jurisdictions have also developed LLPs, such ag&iare, and Qatar.

No other jurisdiction requires a bond as a meartseatfitor protection. It is considered
that a more effective balance is struck betweenrgleirements of trading partners
and insolvency concerns by the new requiremensdébrency statements to be filed
annually. These prevent withdrawals being made &stnprs unless the LLP is
solvent, and provides guidance for potential bissirgartners as to the solvency of the
partnership.

Accordingly following consultation, the proposed emdment to the existing
1997 LLP Law by Regulations would remove the onsragequirements of the
1997 Law to enable trading partners to use LLRkerisland.

The bond is replaced by the requirement for a smlyestatement to be filed on an
annual basis by the partners of the LLP which ¢odithe solvency of the LLP and
that it can continue to pay debts over the comiegryThis provision is based on a
policy adopted in the Companies (Jersey) Law 188dl,is deemed appropriate for the
jurisdiction.

Financial and manpower implications

There are no financial or manpower implications foe States arising from the
adoption of these Draft Regulations.
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Explanatory Note

These Regulations remove the requirement for atdomiiability partnership to
maintain the “financial provision” described in i&te 6 of the Limited Liability
Partnerships (Jersey) Law 1997 (the “Law”), repigcit with a requirement for a
limited liability partnership to make a “specifiesblvency statement” before any
partnership property may be withdrawn from the tiédiliability partnership. It makes
consequential amendments to the Law and to thetédimLiability Partnerships
(Insolvent Partnerships) (Jersey) Regulations 1888“1998 Regulations”).

Currently, under Article 6 of the Law, the “finaatiprovision” requires one or more
banks or insurance companies, upon dissolutiohefimited liability partnership, to
pay the person responsible for winding up the edfaof the limited liability
partnership an amount, or aggregate amount, whiabtiless than £5 million, without
set-off or retention of any kind. This financiabpision must be maintained from the
date the limited liability partnership is registeénentil whichever is the earlier of the
date the payment is made or the date of the cauiosll of the registration of the
limited liability partnership. The financial proig must not be assigned, charged or
otherwise encumbered by the limited liability parship. If the payment is not made
to the person responsible for the winding up, amiired, the persons who were
partners in the limited liability partnership imniaily before its dissolution will be
liable to any creditor who would otherwise have rog@aid from the payment; and
where the financial provision was not maintainedtreg time when the debt was
incurred or arose, or the loss was caused, whieh gae to the creditor’s claim, any
person who was a partner at that time shall beabtel

Regulation 4replaces Article 6 of the Law and, in doing sdrdduces the concept of
a “specified solvency statement”, which is a staetmade by the limited liability
partnership in which it states that, in its opinibaving regard to the prospects of the
limited liability partnership and the intentions tife partners with respect to the
management of the limited liability partnership’sisiness, and the amount and
character of the financial resources that will hailable to the limited liability
partnership, the limited liability partnership wile able to continue to carry on
business and discharge its liabilities as they daié for the period of 12 months
immediately following the date of the specified &icy statement, or until the
dissolution of the limited liability partnershig,that occurs first.

A limited liability partnership may make a spedaifisolvency statement at any time,
but it must not allow a partner or former partnerwiithdraw any limited liability
partnership property at any time when it has nadera specified solvency statement
in the 12 months immediately preceding the withddawf a partner or former partner
withdraws any limited liability partnership properat any time when either the
limited liability partnership has not made a spedfsolvency statement in the
12 months immediately preceding the withdrawalhas made a specified solvency
statement without having reasonable grounds foohreion given in that statement,
the partner or former partner will be liable tourgtthe property to the limited liability
partnership. If the property is no longer availabolée returned, or the limited liability
partnership so requires, the partner or formemeannust instead pay to the limited
liability partnership a sum equal to the highertloé value of the property as at the
date the property was withdrawn and its value athatdate of payment for the
property. However, under new Article 6(6), the iy to return limited liability
partnership property will not apply if the Royal @bdeclares that it is satisfied that at
the time of the withdrawal the limited liability gaership was solvent, that it has
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subsequently made a specified solvency statemehtha it would be contrary to the
interests of justice for the partner or former partto remain liable.

The requirement to return limited liability partsbip property under Article 6 will
also not apply where liability for a debt or loggsas under Article 5(3) or (4) of the
Law. Under Article 4(1) of the Law, a limited lidity partnership is liable for any
debt or loss for which, if the limited liability paership were an ordinary partnership,
the partners would otherwise be liable, eithertjgior jointly and severally. Under
Article 5(1) of the Law, a partner or former partirea limited liability partnership is
not liable for any debt or loss to which Articlel}@pplies, including any debt of, or
loss caused by the act of, another partner in gren@rship. However, Article 5(1)
does not apply in the circumstances set out irckert(3) or 5(4).

By Article 5(3), where any limited liability partrghip property, including a share in
the partnership profits, is withdrawn by a partata time when the limited liability
partnership is unable to pay its debts, or if ha@téd liability partnership becomes
unable to pay its debts as a result of the withdfatlie partner will be liable for any
debt or loss to which Article 4(1) applies, but lois her liability is limited to an
amount equal to the value of the withdrawal, lesg amount previously recovered
from him or her by virtue of Article 5(3) or Artiel5(4). By Article 5(4), where,
during the period of 6 months preceding the timenvh limited liability partnership
becomes unable to pay its debts, any limited lighglartnership property, including a
share in the partnership profits, is withdrawn bgaatner other than in the ordinary
course of the affairs of the partnership, the marwill be liable for any debt or loss to
which Article 4(1) applies, but his or her liabjlits limited to an amount equal to the
value of the withdrawal, less any amount previousigovered from him or her by
virtue of Article 5(4) or 5(3).

By new Article 6(7), where a partner or former partwithdraws any limited liability
partnership property in the circumstances describb@dgticle 6(4) (that is, at any time
when the limited liability partnership has not madspecified solvency statement in
the 12 months immediately preceding the withdrasmahas made one without having
reasonable grounds for the opinion given in thatestent), liability to return the
property under Article 6(4) will cease to apply bBefore the property has been
returned to the limited liability partnership, libly arises under either Article 5(3)
or 5(4) in respect of that property. In those ainstances the partner or former partner
will remain liable for any debt or loss under Al®&(3) or 5(4), as the case may be.

When making the annual declaration to the regisaamrequired under Article 18 of
the existing Law, the “designated partner” (definedthe Law as any partner
identified as such in the declaration or, if notieg, partner whose name first appears
in the statement of partners in the declarationytnaliso deliver a statement to the
registrar stating whether or not any specified sty statement has been made by the
limited liability partnership on or after 1st Mardh the previous year; and send any
specified solvency statement that has been so toatle registrar.

New Article 6 also provides for a specified solwestatement to be a statement for
the purposes of Article 8(4) of the Law, and ancaicting record for the purposes of
Article 9(1) of the Law. The effect of this prowsi is that a copy of any specified
solvency statement sent to the registrar must Ip¢ &ethe registered office of the

limited liability partnership, it must be kept fdO years, and the limited liability

partnership must take reasonable precautions twepteits loss, destruction or

falsification and facilitate detection and correatof any inaccuracies in it.
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Regulation 1defines “Law” and “1998 Regulations”.

Regulations 2, 3, 5, 6, 7,a&1d9 all amend the Law so as to remove cross-references
and provisions that were only relevant to the fmahprovision contained in the old
Article 6 of the Law.

The 1998 Regulations make provision for the windipgof insolvent limited liability
partnerships and, for those purposes, make motiificato the LawRegulations 10
and 11amend the 1998 Regulations so as to remove cefsgences and provisions
that were only relevant to the financial provismontained in the old Article 6 of the
Law.

Regulation 13jives the title to these Regulations and provitiasthey will come into
force the day after they are made.
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Draft Limited Liability Partnerships (Amendment lodiw)
(Jersey) Regulations 201- Regulation 1

=

Jersey

DRAFT LIMITED LIABILITY PARTNERSHIPS
(AMENDMENT OF LAW) (JERSEY)
REGULATIONS 201-

Made [date to be inserted]
Coming into force [date to be inserted]

THE STATES, in pursuance of Articles 44 and 45 of the Limitedbility
Partnerships (Jersey) Law 199%7ave made the following Regulations —

1 Interpretation
In these Regulations —
“Law” means the Limited Liability Partnerships (Sey) Law 199%

“1998 Regulations” means the Limited Liability Reetships (Insolvent
Partnerships) (Jersey) Regulations £998

2 Article 1 of Law amended
In Article 1 of the Law —

(@) in paragraph (1), in the definition “declaratidor the words “Article 17"
there shall be substituted the words “Article 6’; Bhd

(b) in paragraph (6) the words “except as proviitedirticle 6(8),” shall be
omitted.

3 Article 5 of Law amended

In Article 5(1) of the Law for the words “Article(8)” there shall be substituted
the words “Article 6(5)".

4 Article 6 of Law substituted
For Article 6 of the Law there shall be substitutieel following Article —
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Regulation 4

Draft Limited Liability Partnerships (Amendment lodiw)
(Jersey) Regulations 201

“6

(2)

3)

(4)

()

(6)

Specified solvency statement

(1)

A ‘specified solvency statement’ is a statenmaate by the limited
liability partnership in which it states that, its iopinion, having
regard to —

(@) the prospects of the limited liability partri@s and the
intentions of the partners with respect to the mganaent of
the limited liability partnership’s business; and

(b) the amount and character of the financial resssithat will
be available to the limited liability partnership,

the limited liability partnership will be able to —
(i)  continue to carry on business, and
(i)  discharge its liabilities as they fall due,

until the date which is the earlier of the expifytbe period of
12 months immediately following the date of the dfied
solvency statement and the dissolution of the édhitiability
partnership.

A limited liability partnership may make a spmd solvency
statement at any time.

A limited liability partnership shall not pertra partner or former
partner to withdraw any limited liability partnergtproperty at any
time when the limited liability partnership has mesade a specified
solvency statement in the 12 months immediatelcquimg the
withdrawal.

Paragraph (5) applies where a partner or foypaemer withdraws
any limited liability partnership property at anmé when —

(@) the limited liability partnership has not madespecified
solvency statement in the 12 months immediatelgquimng
the withdrawal; or

(b) the limited liability partnership has made aedfied
solvency statement without having reasonable greuod
the opinion given in that statement.

Where this paragraph applies then subject tagsaph (7), the
partner or former partner is liable —
(@) toreturn the property to the limited liabilipartnership; or

(b) if the property withdrawn was otherwise thancesh and
either —

(i)  the property is no longer available to be readt, or
(i)  the limited liability partnership so requires,

to pay to the limited liability partnership a sumuel to the
higher of the value of the property as at the ttageproperty
was withdrawn and its value as at the date of payfioe the

property under this Article.

The liability of a partner or former partner teturn or pay for
limited liability partnership property in accordanc with
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Draft Limited Liability Partnerships (Amendment lodiw)
(Jersey) Regulations 201- Regulation 5

(7)

(8)

(9)

(10)

paragraph (5) shall not apply where the Court, uberapplication
of the partner or former partner, declares thigt satisfied that —

(@
(b)
(©)

at the time of the withdrawal the limited liktyi partnership
was solvent;

subsequent to the withdrawal the limited ligpipartnership
made a specified solvency statement; and

it would be contrary to the interests of justfor the partner
or former partner to remain liable under paragr@)h

Paragraph (5) and (6) shall cease to apply evher

(@)

(b)

a partner or former partner has withdrawn aimyitéd
liability property in the circumstances described i
paragraph (4); and

that property has not been returned to thetdidhiiability
partnership before that partner or former partrzey lrecome
liable under Article 5(3) or 5(4) for a debt or $o® which
Article 4(1) applies.

When the designated partner delivers the anteelharation to the
registrar, as required by Article 18, he or shdlstiso —

@)

(b)

deliver a statement to the registrar statingtivr or not any
specified solvency statement has been made byirtfited

liability partnership on or after 1st March of tipeevious
year; and

deliver to the registrar with the annual deafimn any
specified solvency statement that has been sorbads.

Nothing in this Article shall prevent a limitéi@bility partnership
from making a statement as to its solvency thatoisa specified
solvency statement, but such statement may noteaget as, or
held out as, a specified solvency statement fomptipose of this
Article.

A specified solvency statement is —

@)
(b)

a statement for the purposes of Article 8(4)4dp
an accounting record for the purposes of Asti(1).”.

5 Article 24 of Law amended
Article 24(4) of the Law shall be omitted.

6 Article 27 of Law omitted
Article 27 of the Law shall be omitted.

7 Article 30 of Law amended
Article 30(1) and 30(2) of the Law shall be omitted
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Draft Limited Liability Partnerships (Amendment lodiw)

Regulation 8 (Jersey) Regulations 201

8 Article 32 of Law amended

For Article 32(4) of the Law there shall be suhsét the following paragraph —

“(4) In determining whether or not to recognizearder the Court shall
have regard to whether the grounds on which it &lenwould
constitute grounds for dissolution in Jersey.”.

9 Article 46 of Law amended
Article 46(3) of the Law shall be omitted.

10  Schedule 1 to 1998 Regulations amended

(1)

(2)
3)

(4)

(5)

Paragraph 4 of Schedule 1 to the 1998 Regulatihall be amended so
that in the inserted Article 25C(4) —

(@) atthe end of sub-paragraph (b) there is attted/ord “and”;

(b) in sub-paragraph (c), for the words “as suchgd”athere are
substituted the words “as such.”; and

(c) sub-paragraph (d) is omitted.
Paragraph 6 of Schedule 1 to the 1998 Regukasball be omitted.

Paragraph 7 of Schedule 1 to the 1998 Regulatihall be amended so
that inserted Article 27A(3) and (4) is omitted.

Paragraph 9 of Schedule 1 to the 1998 Regultshall be amended so
that —

(@) inthe inserted Article 28B(1) for the wordsiwtbhow any payment
made pursuant to Article 6(2) or (5) and the limhitéability
partnership property have” there are substituted vilords “and
how the limited liability partnership property haghd

(b) the inserted Article 28C is omitted.

Paragraph 13 of Schedule 1 to the 1998 Regukhall be amended so
that in the inserted Article 31J —

(@) in paragraph (a) after the wordésastré; there is added the word
lland!l;

(b) in paragraph (b) for the words “Viscount; artere is substituted
the word “Viscount.”; and

(c) paragraph (c) is omitted.

11  Schedule 2 to 1998 Regulations amended

Part 5 of the Law, as set out in Schedule 2 t0119@8 Regulations, shall be
amended as follows —

(@) in Article 25C(4) —
() at the end of sub-paragraph (b) there shalladded the word
Hand!l’
(i) in sub-paragraph (c), for the words “as suahg” there shall be
substituted the words “as such.”, and
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Draft Limited Liability Partnerships (Amendment lodiw)
(Jersey) Regulations 201- Regulation 12

(b)
(c)
(d)

(e)
(f)
(9)

(i) sub-paragraph (d) shall be omitted:;
Article 27 shall be omitted;
Article 27A(3) and 27A(4) shall be omitted;

in Article 28B(1) for the words “and how anyypaent made pursuant to
Article 6(2) or (5) and the limited liability pamnship property have”
there shall be substituted the words “and how inatdd liability
partnership property has”;

Article 28C shall be omitted;
Article 30(1) and 30(2) shall be omitted; and

in Article 31J —
(i) in paragraph (a) after the wordésastre; there shall be added the
word “and”,

(i) in paragraph (b) for the words “Viscount; andtiere shall be
substituted the word “Viscount.”, and

(i) paragraph (c) shall be omitted.

12 Citation and commencement

These Regulations may be cited as the Limited LligbiPartnerships
(Amendment of Law) (Jersey) Regulations 201- arall stome into force the
day after they are made.
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Draft Limited Liability Partnersips (Amendment of Lav

Endnotes (Jersey) Regulations 201-
! chapter 13.475

2 chapter 13.475

3 chapter 13.475.10
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