MCA extends dematerialisation
deadline for private firms to June 30

—
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The Centre has given
private companies —
other than producer
companies — more ume
to comply with an earlier
diktat to dematerialise
their shares. As against
the earlier specified
deadline of September
30, 2024, these compan-
ies can now fulfil the de-
materialisation require-
ment by June 30 this year,
according to a notifica-
tion issued by the Cor-
porate Affairs Ministry.
The MCA also earlier
specifically said that no
private company can is-
sue securities or buy back
its  securities  after
September 30, 2024, until
the entire holding of se-
curities of its promoters,
directors and key mana-
gerial personnel has been
dematerialised. Now, this
timeline has been relaxed
to June 30, 2025.
Sandeep  Jhunjhun-

wala, M8A Tax Partner at
Nangia Andersen LLP,
said that this extension
clears the shadow of non-
compliance cast on
private companies who
are still waiting in queue
for their applications to
be cleared by the
depositories.

BLANKET EXTENSION
“The blanket extension
appears to ringfence even
those companies who
hadn't filed an applica-
tion seeking dematerial-
isation. Such companies
seem to have been given
an extended window to
now file for dematerial-
isation and still be com-
pliant with the law,”
Jhunjhunwala added.

In October 2023, the
Ministry took a signific-
ant step in strengthening
corporate governance in
India by issuing a notific-
ation mandating the de-
materialisation of secur-
ities for private
companies. September
30, 2024, was prescribed

as the cut-off time for de-
materialisation for com-
panies mandated with
the requirement under
the notification.

The enforcement of
the notification  wit-
nessed a slew of applica-
tions for dematerialisa-
tion with depositories,
NSDL and CDSL, in-
stantaneously increasing
their task at hand. “With
almost 17 lakh active
private companies in In-
dia, the implementation
ask on effective date be-
ing September 30, 2024,
was not commensurate
with the magnitude of ap-
plications requiring the
depositnries’ attention,”
Jhunjhunwala added.

Manmeet Kaur, Part-
ner - Karanjawala & Co,
said, “The amended pro-
viso to the rules relaxes

private companies com-
ply with necessary provi-
sions of the rules.”

The move to facilitate
the dematerialisation o
shares by certain categor-
ies of private companies
was seen as a significant
step towards ensuring
the integrity of financial
markets. Apart from en-
hancing the ease of doing
business in India, this
move is expected to re-
duce unscrupulous activ-
ities while dealing in
physical shares.

Small private compan-
ies with a capital of less
than 4 crore and
turnover of less than ¥4(
crore and those that are
neither holding nor sub-
sidiary companies will be
spared from the burder
of dematerialisation.

the timelines for private
companies to comply
with  dematerialisation
provisions of Rule 9B by
extending the period till
June 30, 2025. The re-
laxed timelines will help




Demat Deadline
Eased for Large
Unlisted Firms

By June 30, companies are required
to dematerialise their securities

Our Bureau

New Delhi: The corporate af-
fairs ministry extended the
deadline for large unlisted
private companies, inclu-
ding unicorns, to demateria-
lise their shares by nine
months till June 30, accor-
ding to a notification issued
on Wednesday,

In October 2023, the ministry
had made it mandatory for
these companies to issue se
curities in only demateriali-
sed forms by September 2024,
The rule led to a pile-up of a
large number of applications
fordematerialisation withde-
positories NSDL and CDSL,
raising their workload, accor-
ding toexperts. Theextension
was required, they said, ad-
ding that more than 1.7 mil-
lion private companies were
registered with the corporate
affairs ministry as of Decem-
ber2024.

The 2023 rule change was
brought in to help establish
genuine beneficial owners-
hipof high-growth stocks and
erack down on shell compani-
es often used to funnel black
money, sald experts,

“Provided further that a pri-
vate company, other than a
producer company, which is
not a small company as on
March 31, 2023, may comply

with the provision of this sub-
rule by June 30, 2025, the mi-
nistry said on Wednesday:

By issuing the notification
with retrospective effect, “the
interest of no person shall be
adversely affected”, it said,
whilenotifvingchangestothe
Companies (Prospectus and

Allotment  of

9 Securities) Ru-

les.

“This exten-
sion clears the
shadow of non-

Earlier compliance

Sept 2024 cast on private
deadlineled companies who
topile-upot  are still wai-
applications fing in queue

for their appli-
cations to be cleared by the de-
positories,” said Sandeep
Jhunjhunwala, partner (mer-
ger and acquisitiontax practi-
ces)at Nangia Andersen LLP.

The blanket extension appe-
ars to “ringfence even those
companies who hadn’t filed
an application seeking dema-
terialisation”, he added.

The compulsory electronic
book-keeping of securities
even for unlisted large private
firms was expected to spur
greater transparency inthefi-
nancial market and force enti-
ties. including bigger star-
tups, to be moredisciplined in
revealing their share structu-
res, according toexperts.



