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1. Introduction
What this guidance is

1.1.The Secretary of State has issued this statutoréqg)
guidance about the meaning of the term (l/
“significant influence or control” for the q>
purposes of schedule 1A to the Com & Act
2006 (“the act”), as applied to Limit%i/lability
Partnerships (LLPs) by regulatio of the
Limited Liability Partnerships (@yplication of
Companies Act 2006) Regulﬁ‘@)ns 2009 (S.1.
2009/1804). Q@

1.2. This guidance is publighed under paragraph
23(5) of schedule&o the act as applied to

LLPs. ,0(\

1.3. LLPs incorpddted under the Limited Liability
Partne[s@s Act 2000 are required to
inve te and report their People with
Si‘$§{c§aant Control (PSCs) to Companies House.
1\6\ errson has significant control over an LLP if
’\\. one or more of the specified conditions are
@ satisfied. The first 3 specified conditions
concern the rights to more than 25% of the
assets on a winding up, holding more than 25%


https://www.legislation.gov.uk/uksi/2009/1804/regulation/31M
https://www.legislation.gov.uk/uksi/2009/1804/regulation/31M
https://www.legislation.gov.uk/uksi/2009/1804/regulation/31M
https://www.legislation.gov.uk/uksi/2009/1804/regulation/31M

of the voting rights, and the right to appoint or
remove the majority of management.

1.5. The fourth condition requires a person to
exercise, or have the right to exercise, Q)
“significant influence or control” over the (1/
company. Q

1.6. The fifth condition requires a person to &Qqélse
or have the right to exercise, S|gn|f|ca
influence or control over the activiti of a trust
or a firm which meets any of the&er specified
conditions in relation to the any

1.7.1f a person has significan ntrol over an LLP by
meeting 1 or more of st 3 specified
conditions, it is unngc&ssary to report to
Companies H(;g that person also has

significant in ce or control by virtue of the
fourth con n.

1.8.The term%ignificant influence or control”

occ@s\i times in schedule 1A.
é f

ourth condition is that X has the right to
&\ xercise, or actually exercises, significant
influence or control over LLPY.

e exercises, significant influence or control
over the activities of that trust or firm




1.9. The first 2 occurrences are in the fourth and fifth
specified conditions and take the following
form:

The fifth condition is that both of the following areb

frue: Qq/

e the trustees of a trust or the member firm
that, under the law by which it is g@ned, IS
not a legal person meet any of t er
specified conditions (in their ca@ ity as such)
in relation to LLP'Y, or WOU/&GD so if they
were individuals 72)

e X has the right to exe@e, or actually
exercises, signific influence or control
over the activitiegr that trust or firm

£

C)U
1.10. Thethir urrence is in paragraph eight of

schedule @\Nhich determines whether a
person,hsfis aninterestina LLP.

How th'@@idance should be used

1 .1&®Paragraph 23(2) of schedule 1A to the act
.\"Qstates that regard must be had to this guidance
@ in interpreting references to “significant
influence or control” in schedule 1A. Part 3 of
schedule 1A to the act sets out the rules for the
interpretation of that schedule which should be



applied when considering whether an individual
meets the conditions for being a PSC.

1.12. Separate statutory guidance is available on
the meaning of the term “significant influence or Q)
control” in the context of companies. Q‘L

1.13. This guidance does not provide an \('l/
exhaustive statement of what constitut (1/
“significant influence or control”. It es
principles and examples which WO@& be
indicative of 1 of the following: ¢

e holding the right to or ac@?ly exercising
significant influence ontrol over an LLP

e the activities of a(&ét or firm which itself
meets a specé@d condition in relation to

the LLP
)

1.14.  Parts 48 6 of this guidance also provide a
non-exh ive list of the kind of roles and
relati@shlps which a person may have:

ith an LLP
{b

\s'Q e inrelation to the activities of a trust or firm

*

$\ which would not, on their own, result in that
person being considered to have “significant
influence or control” for the purposes of the
PSCs register. These are referred to in this
guidance as “excepted roles”.



1.15. However, itis possible that a person who
has an excepted role might still, in the
circumstances of a particular case, have the
right to exercise, or actually exercise, significant
influence or control over the LLP, trust or firm. qg)
This could occur, for example, if the role or Q
relationship contains elements which excpgjq/
the role or relationship as it is usually \
understood or exercised. It could al cf'@acur if
the role or relationship forms 1 of ral
opportunities which that perso @s to exercise
significant influence or cont{q,

1.16. This guidance isrele @( when an LLP, trust
or firm, or a PSC carri ?t an assessment as
to whether a persogyneets the fourth or fifth
specified condif g’in relation to the LLP. When
applying this ance, careful consideration
should be n to the facts of the particular
case W’hi@will be very important in determining

whe significant influence or control exist in
articular case.

a
1\6& This statutory guidance is confined to the
’\\ meaning of “significant influence or control”
@ within schedule 1A to the act. Any wider PSC
considerations and of roles and responsibilities
within an LLP, trust or firm should be carried out




within the context of the broader legal
framework and the duties imposed by it.

Further guidance

1.18. Other guidance to the PSCs framework, qg)
which is non-statutory, has been issued andéI(Q
published on gov.uk. The aim of the fram }g
guidance is to explain the requirements m
PSCs register. The framework guida onsists
of:

%,
e summary guide for compa@%
- &
e guidance for compani@yand LLPs
e guidance for PSC%O
Significant influence@bontrol - terminology

1.19. ‘Signific@luence’ and ‘control’ are

alternativeé}

1.20. Whe}ba person can direct the activities of
an , trust or firm, this would be indicative of
i@q rol’.
. > Where a person can ensure that an LLP,
$\ trust or firm generally adopts the activities

which they desire, this would be indicative of
‘significant influence’.

1.22. The ‘control’ and ‘significant influence’ do
not have to be exercised by a person with a view

6
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to gaining economic benefits from the policies
or activities of the LLP, trust or firm.



2. Rightto exercise significant influence or
control over an LLP

2.1. The fourth and fifth specified conditions require
a person to have the right to exercise or actually Q)
exercise significant influence or control. Qq/

2.2.In the context of an LLP, a person may ho 5\
right to exercise significant influence qr trol

as a result of a variety of circumstangce$~ This
could be through the LLP agree rsome
other agreement, through right I'latached toa
financial interest, or otherwj he person

exercising significant infl ce or control might
or might not be a me fthe LLP.

2.3. The right to exercigpignificant influence or
controlis a rightqgﬁch, if exercised, would give
rise to the g @( exercise of significant
influence @ontrol.

2.4. The right t0 exercise significant influence or
co over an LLP may result in that person
I{@'ﬁg a PSC in relation to the LLP regardless of
\s'Q hether or not they actually exercise that right.

@‘xamples

2.5. Paragraphs 2.6,2.7,2.8 and 2.10 setout a
number of examples of what might constitute a
right to exercise significant influence or control.



Paragraph 2.9 sets out a number of examples
where rights relating to protection of a

member’s own or a minority interest would not

on their own constitute a right to exercise
significant influence or control. The examples qg)
do not constitute an exhaustive list. Q

2.6. Where a person is likely (more likely than@ to
receive more than 25% of the profits qik
including profits allocated automatisal
otherwise. 6

2.7.Where a person has absolut ision rights
over decisions related to tl@(funnlng of the
business of the LLP, for mple relating to:

e amending the I@D‘?greement

e adopting o(b@nendmg the LLP’s business
plan <

C char@gthe nature of the LLP’s business

O@mg any additional borrowing from
{b. enders

XS e establishing or amending any financial
$\ incentive scheme

2.8.Where a person holds absolute veto rights over
decisions related to the running of the business
of the LLP, for example relating to:



e amending the LLP agreement

e adopting or amending the LLP’s business
plan

e making any additional borrowing from qg)
lenders (except as a minority protectionq)Q
described in paragraph 2.9)

2.9. However, if a person holds absolute v &ghts
in relation to certain fundamental ?t'rs for
the purposes of protecting their Q@ or a
minority interest then thisis u ly, on its own,
to constitute “significant mf@nce or control”
over the LLP. When used@he purposes of
protecting minority in Sts these veto rights
could include (or re@te to) any of the following:

e changin Q%QLP agreement

o dilutinaRghts including through the
adm@lon of new members

'Eing profit share or other financial
O interests including through the addition of

6 new members
N

*

$\ e requiring additional capital contributions

e making any additional borrowing from
lenders, outside previously agreed lending
thresholds

10



e winding up the LLP

2.10.  Where a person holds veto rights over the

2.11

$\

appointment of the majority of the persons
entitled to take part in management of the LLP.
This means those persons who hold a majorltb‘],
of the voting rights at meetings of the
management body of the LLP (whethert

persons are or are not members of th ).

. A person would not have “signj nt
influence or control” where the lute

decision rights or veto derive&ély from being

a: <
® prospective purcl%&?
e merger partne)@

) demerge@ tner

in relatlo%{b\the LLP (whether its business or
assets) s must be on a temporary basis, for
exa@f‘e pending clearance by the Competition

i@» arkets Authority.

In this guidance the term “absolute” is used
in relation to decision rights or a veto to mean
that a person has the ability to make or veto a

11



decision without reference to or collaboration
with anyone else’.

! Schedule 1A paragraph 12 (joint arrangements)
continues to apply in these circumstances.

12



3. Actually exercises significant influence or
control over an LLP

3.1. The following is a list of situations which would
be indicative of a person actually exercising Q)
significant influence or control. Qq/

3.2. All relationships that a person has with t {Llﬁ
or other individuals who have responsi@%@’for
managing the LLP should be taken i t(a/
account. This is in order to identjf ether the
cumulative effect of those rel hships places
the individual in a position V{ﬁp e they actually
exercise significant influ or control.

For example, this@%ld be a member who
also owns imp&jant assets and has critical
relationshi at are important to the
running e business (such as intellectual
prop&g)(]\rights). This member uses this

addi al power to influence the outcome

g@’ecisions related to the running of the
\(b. usiness of the LLP.

%@Iples

@.3. A person would exercise “significant influence
or control” if:

e They are involved in the management and
direction of the LLP. For example:

13



A person, who is 1 of the following

e not a member of a management body,
but regularly or consistently directs or
influences a significant section of

management Q(l/b

e regularly consulted on managem
decisions and whose views infl e
decisions made by those invélygd in
management

%,

This would include a perso o falls within
the definition of “shadovu{ﬁember” set outin
regulation 2 of the LL gulations 2001, but
the situation is no@ ined to shadow
members. %)

e Theirr Q)mmendations are always or
al always followed by members
@z\mld the majority of the voting

¢ rights inthe LLP, when they are

&Q deciding how to vote. For example:

&(bAn LLP’s founder who no longer has a formal
\"Q interest in the LLP they started, but makes
\ .
recommendations to members on how to
vote and those recommendations are always
or almost always followed.

14



4. Fourth condition: excepted roles with respect
to LLPs

4.1. The following is a non-exhaustive list of roles
and relationships which would not, on their Q)
own, result in that person being considered thq/
be exercising significant influence or cont([f/\ﬂar
the purposes of the fourth condition. b}

4.2. Where the person provides advice q dyrection

in a professional capacity, for e e as:
e alawyer <
&
e an accountant %)

e a management @%ultant
e an investm(e\qﬁnanager

e atax gc&&r
R\ .
° aﬂ@éclaladwser

4.3. thl@he person deals with the LLP under a

thy arty commercial or financial agreement,
&& example as:
&Q e asupplier

e g customer

e alender

15



4.4. Where the person exercises a function under an
enactment, for example:

e aregulator

e aliquidator or receiver

4.5. Where the personis an employee acting in Et“t&

course of their employment and nomine
their employer. This includes an empﬁ'f ,
director or chief executive officer o§t ird party
(such as a corporate member c ny) which
has significant influence or coﬁover the

LLP. &

4.6. Where the person is a d@gdgnated member of an
LLP.

members o sue, or set of issues, on a
one-off ocq®sfon, which is subject to a vote of
the me S.

*

4.8. An%@éon or entity in relation to any
{ ciation, professional standards

ganisation or network of companies or firms
N\ WhICh promulgates common rules, policies or
@ standards to be adopted by the members of the
network, but does not otherwise have control of
members of the network.

4.7. A person whoar%(ggs recommendations to

16



4.9. A person who has arole or relationship of the
kind listed with the LLP may, however, be a PSC
over the LLP if either of the following apply:

e if the role or relationship differs in material

respects or contains significantly differentgqg)

features from how the role or relationshi
generally understood \q,

e if the role or relationship forms 1 o‘fbeveral
opportunities which that perso sto
exercise significant influenc@écontrol

©
Example ©

Extra-ordinary functi@;‘ of a person could
result in them beip@yconsidered to have
significant influq&b or control:

A members also owns important assets or
has criti lationships that are important to
the rupning of the business (such as intellectual
pro rights). And where they use this
ional power to influence the outcome of
<§90isions related to the running of the business
XY of the LLP. This individual would not be

$\ excluded from being considered to exercise
significant influence or control.

17




5.Trusts and firms

5.1. The fifth specified condition in part 1 of
schedule 1A to the actis relevant where a trust
or firm meets any of the other specified
conditions in relation to an LLP. Qq/

The fifth condition is that:

e The trustees of a trust or the memlr?ﬁs of a
firm that, under the law by Wh/c
governed, is not a legal pers@&neet any of
the other specified condit@é (in their
capacity as such) in re@'ion to company Y, or
would do so if they.@e individuals, and

e X has the r/gh g?erase or actually
exercises, Si cant influence or control
over the ag}/es of that trust or firm.

5.2. Thlzgsnd%lon is relevant where both of the

fo ng are true:

& e atrustee or member of a firm meets 1 of
\"Q the specified conditions for being a PSC of

$\ an LLP

e aperson (other than the trustees or
members of the firm) has the right to
exercise or actually exercises significant

18



influence or control over the activities of
the trust or firm

Right to exercise influence or control - trust or

firm qg)
5.3. The right to exercise significant influence o Q
controlis a right which, if exercised, wo Géwe
rise to the actual exercise of S|gn|f|ca

influence or control. 6

5.4. If a person has the right to exercé@significant
influence or control over the@vities of a trust
or firm, that may result in @»t person being a
PSC in relation to the L he trustees of the
trust, or members of €€ firm, must meet any of
the conditions fo@ng a PSC of the LLP, or
would do if t@ere an individual. This would
be the cas ardless of whether or not the
person a@t&ally exercises that right.

5.5. A perQQn has the right to exercise “significant
u&nce or control” over a trust or firm if that
son has the right to direct or influence the
\"Q running of the activities of the trust or firm. For
$\ example if they have the right to:

¢ right to appoint or remove any of the
trustees, partners or members, except
through application to the courts, oras a

19



result of breach of fiduciary duty by the
trustees

e right to direct the distribution of funds or
assets

e right to direct investment decisions of Qti;Qq/

trust or firm

\
¢ rightto amend the trust or partn?i?\\(}/

deed

¢ right to revoke the trust or@&ﬂinate the
partnership
&

Actually exercises influenc0 control - trust or
firm %)

<
5.6. Apersonis lik&@ exercise significant
influence qr§ rol over a trust or firm if they

are regul volved in the running of the trust

or firm, I@ example, this could be a person

whoQsties instructions to the trustees or

mﬁbers of the firm, which are generally

& owed, as to the activities of the trust or firm.

\"Q his may be a settlor or beneficiary who is

actively involved in directing the activities of the

trust.

20



6.Fifth condition: excepted roles (trust or firm)

6.1. The following is a non-exhaustive list of roles
and relationships which would not, on their
own, result in that person exercising significant
influence or control for the purposes of the flfﬁql
condition.

6.2. Where the person provides advice or dl&
in a professional capacity, for exan'g

e alawyer %)
D

e an accountant ’\(O

e a management co\@%ant

e an investmenté%'wager

e atax adwsé)
® 3 flnar@?adwser

6.3. Where tl@person Is engaged in a third party

@ermalorfmanmalagreement for
eé%

ple as:
S -
\"Q e asupplier
$\ e a customer
e alender

6.4. Where the person exercises a function under an
enactment, for example as:

21



e aregulator
e aliquidator or receiver

6.5. Where the person is an employee acting in the
course of their employment, including an qg)
employee or director of a third party, which
significant influence or control over the tr ‘h@
firm. b}

6.6. Rights held by all or a group of emp s, for
the purpose of representing the @%yees’
interests in an employee-own@&‘ompany or
firm. é

6.7. Aperson who has arol Q relationship of the
kind listed in relation€g§he trust or firm may,
however, be a PS Qver the trust or firm if either
of the followin%@ rue:

e if the R8¢ or relationship differs in material
resQ¥Cts or contains significantly different
tures from how the role or relationship
&s generally understood
<O
e if the role orrelationship forms 1 of several

$&Q opportunities which that person has to

exercise significant influence or control

22
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