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Exemption from open offer granted in case of conversion of company into LLP 
 
 
Background 
 
A private limited company (‘Company’), holding 18.19% stake in a listed company as a promoter was proposing 
to convert its status from a private limited company to a limited liability partnership (‘LLP’).  
An informal guidance was sought from Securities Exchange Board of India (‘SEBI’) on trigger of open offer 
under Regulation 3 of SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 2011 (‘Takeover 
Code’) pursuant such conversion and the consequent compliances. 

Relevant Takeover Code Regulations 

Regulation 3(1) of the Takeover Code provides that no acquirer shall acquire shares or voting rights in a listed 
company which taken together with persons acting in concert (‘PAC’) with him entitle him to exercise 25% or 
more voting power unless the acquirer makes an open offer. 

Regulation 10(1)(g) of the Takeover Code exempts acquisitions by way of transmission, succession or 
inheritance from the obligation to make an open offer. 

Informal Guidance under the SEBI (Informal Guidance) Scheme, 2003 
  
SEBI, in its informal guidance1, observed that Regulation 3(1) would be triggered if the acquisition/transfer of 
shares entitleds the LLP along with PACs to exercise 25% or more voting power in the listed company. However, 
considering the following aspects, SEBI opined that the proposed conversion would fall within the meaning of 
‘succession’ and therefore qualify for exemption from making an open offer. 

 There is no change in nature of business and control of the Company 

 There is no change in control of the listed company and shareholding of the Company in the listed company 
will continue to remain in the LLP 

 The LLP would become part of the promoter group entities holding 18.19% shares 

Upon conversion, the LLP would be required to make necessary disclosures as promoter under Takeover Code, 
SEBI (Prohibition of Insider Trading) Regulations, 2011 and other applicable laws and prescribed compliances 
under Regulation 10 of Takeover Code. 

The takeaways 

This guidance is definitely welcome for companies who hold listed company shares and seek to convert into 
LLPs. We may add that the reasoning/basis for granting exemption may also be considered in case of conversion 
of other entity forms. 
 
1No. - CFD/DCR2/OW/P/2018/20660/1 dated 23 July, 2018 
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