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   THE government is all set to remove the cap on the number of partners in partnership firms as well as banking companies regulated under the company law. 
   The move will have major implications. Associations and partnership entities—mainly law, accounting and audit firms—will be able to expand in a big way. Currently, Section 11 of the company law restricts the number of partners in associations and partnerships to 20. 
   Incidentally, the ongoing global talks for market liberalisation in services, driven by the World Trade Organisation (WTO), aims at opening areas like accountancy and law. Besides enabling Indian firms to take on foreign competition at home, expansion will help them tap overseas markets for funds. 
   The amendments to lift the ceiling on partnerships have been proposed in the new companies bill, which the government plans to introduce in Parliament during the coming budget session. The move is also in line with its plan to enact a new law for limited liability partnership (LLP) firms, which will allow all services under one umbrella. The LLP bill proposes a hybrid form of entity, which has all the advantages of a partnership and company. It will not have any cap on the number of partners. 
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   ANOTHER possible implication is that banking companies formed as partnerships or as a company but are not regulated by the RBI, may become a plausible business proposition in the banking sector. Although many banking companies were formed as partnerships, most of them got converted into co-operative banks. Now most banks are either public limited companies or private limited companies and are regulated by RBI. If the government allows banking firms registered under the Companies Act to have unlimited number of partners, they will have access funds. 


