FEMA Clearance Must for Offering
Securities to Cos from Border Nations

Move aimed at preventing Chinese investors from taking control of Indian firms

Our Bureau

New Delhi: Compan tes will now e te
ensure that they have governmeni appro-
vl under the Foreign Exchange Mannge-
mont rules before offering securitles (o
any entity from a couniry that shares a
Land border with India.

The ministry of corporate affnirs
(MCA) has notifled the Companies
{Prospectus and Allotment of Securiti-
el Amendment Hules, 3022 refleciing
thechanges in the foreign direct invest
ment regime,

Moo offer or nvitat lon of any securities
under thia rule shall be made to & body
corporste incorporated in or o nintional
of o eountry which sharves a land border
with Indin, unless such body corporaie
of the notional, as the case moy be, hoee
obinined government approval under
the FEMA (Mon-debt Instrumenis) Bu-
le=s, 3000, " the notifeation sald.

I cnse com panies haveolTersd securith-
s insuch enlities they must give o decln
rathon that approval has been gheen for
the transsction and should sitsch the
approval letter nlong with the private
placement affer cum application letter

Im 200, the govermnment hind placed all
FD froam border couniries under thoapp
roval route o curb opportunistic thkeo-
versduring the pandemie.

Secure Securities
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UNDER PROBE
EDand|-Tdeptare probing
many firms with Chinese
links suspected of money
laundering, tax evasion

The latest move s in line with these
changes, which were largely aimed o
preventing Chinese mestors from i
Eingeontrol of Indinn compoanbes.

Law enforcement agencies, such ns the
Enforcement Directoroie and the De
partment of [ncome Tax, woere probing
many firms with Chinese links suspec-
ted of money Inundering and tax eva-
sion, based on their intellizence inpuis.

The mowe: puls the omies of complianes

“The recent notification from the minl-
try of corporate affairs only aligns the
orpornte Lws with this policy restrie.
iom and approval reguirement. The notl-
fon, however casts an ndditional
sduirn] complinnees on the Indian in-
slne company by regquiring it to e
ish the approval along with s privaie
lncement related filings.” Sandeep
humjhumwmla, ME&A Partner al Mangis
nidersen LI said.

RELAXATION FON HOLDING ACM
The MCA has allowed companies (o hold
annual general meetings via video conde-
rence till December 3. The earller ex-
empd lon was (il the end of June 2022

In itz circubir; the MCA hasclariffied that
companies whose AGMsare due In the ve
ar 5K fean now conduct such meetings
through video conferencing or other au-
diovisual means till December 1.



Disclosure norms
on investments
from neighbour
nations tightened
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The government has tight-
ened disclosure norms for
companies secking invest-
ment from countries with
which India shares land
borders.

The Ministry of Corporate
Affairs (MCA) has amended
the rules on Ssuing a prospoec-
tus and allotting shares o
LN COMTGEres. Sne compli-
ant with foreign direct invest-
mént norms, The move will
reflne Indlias curment invess-
ment appeoval macharnksm,

Under the new norms, the
recelving entiry (Indizn flrm)
has 1o specify whether the
Invesiment sought Is from a
bonder country. The recsiving
antity has to mention (n Its
application whether the pro-
posed share  allotment
requires approval under for-
eign exchangs management
rules and, if so, whether it has
been socured and enclosed.

This s alignment with the
tweaked FIM palicy of 2020
under the approval route to
curb hostile takeovers

According to it, FDI propo-
sals for any sector from Lhese
countries peed government
approval, Countries that shane
land borders with [ndis are
China, Bangladesh, Pakistan,
Fehutin, Mepad, Mywnmar, and
Afghanistan,

e I GfTEF OF ANy s&C0-
rithes 16 1o e masde 1o an enTity
of & natlonal of & country that
shares land border with Indla
unless prior approval has boen
obtalned from the Indian gov-
eTnment as per the Forelgn
Exchange Management (hone
dett Instruments) Rukes and
Is submitted along with the
private placement offer cum

-
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Undar the new norms,
the receving entity

(I vdlian Firm) has to
specify whether the
imrestment sought is
from & border country




