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- 30% Indian cos
~ face closure

~ for doing zero
bizin last 2 yrs
g

New Delhi: Nearly 25-30%
Indian companies — those
with zero turnover during
the last two years — may 1o-
se their registration as part
of the Union government's
latest offensive against so-
called shell companies.

Theministry of corpora-
te affairs (MCA) is planning
to use provisions of Section
248 of the Companies Act to
proceed against these “dor-
mant companies™ which re-
mained passive for two con-
seclutive years, even though
they complied with the re-
gquirement to file returns,
sources told TOL

“The law empowers the
government to strike off the
name of a company under
specific provisions and not
having any turnover for two
yoars is sufficient ground.
If you haven't undertaken
business in two vears then
there is some issue,” said a

+ source, who did not wish to

i beidentifled.

: The law requires the go-
vernment to serve a notice
on the dormant companies
and its directors to respond
within 20 days.
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'he provision in the Com-
panies Actallows thego-
VETTIMeNt t0 remove na-

¢ me of a company from regis-
: ferif itfails to commence busi-
: ness within a year of
¢ Incorporation orif the capital
:  subscription has not been ma-
: dewithin180daysorinasitua-
. tion where a company has not
: carried on business for two ye-
:  ars. Sofar, the government has
: (deregistered over 225 lakh
: companies for not flling re-
: turns mandated under Com-
: panies Act Itisonceagainmo-
: ving against an equal number
: of companies for not comply-
: Ing with the requirement of
. doingbusiness during the last
: twoyears.

While the exact number of

: companies that have not un-
. dertaken business during the
- ]astiwo years wasnot immedi-
: ately available, sources said
. thenumbercouldbeashighas
¢ threefour lakh. At the end of
: December 2017, over 17 lakh
: companies were registered in
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the country of which 11.41akh
were “active”. The “active” ca-
tegory includes those compa-
nies that have not undertaken
any business for two years or
more. The registrars of com-
panies may be instructed to
scrub the registers and scan
for companies that have zero
turnover for atleast two years.

The latest action comes af-
ter a recent review of action

against shell companies by a
The government is
also moving against
benami holdings in
companies

task force jointly headed by
the MCA secretary and the re-
vernuesecretary The task foree
sef up posi-demonetisation
has so far classified 16,000 enti-
fies as shell companies, while
another 80,000 are on the su-
spectslist. Another17,000com-
panies, which have common
directors with the identified
shell companies, are also on
the radar The action against
shell companies is aimed at

- Govt crackdown likely
- to affect 3-4 lakh cos

cracking down against entiti-
es which have little sharecapi-
tal, do litile business but are
used t0 route funds, often
black money. Atthesame time,
the government is also mo-
ving against benami holdings
in companies. As first repor-
ted by TOI on May 30, MCA is
ordering dematerialisation of
all shares of unlisted compa-
nies, an exercise that will initi-
ally cover 80,000-90,000 public
companies and is aimed at
identifying the actual owners
of the entities. Separately, di-
rectors are being asked topro-
ve their identity

On Wednesday, it notifiad
pending rules on significant
beneficial ownership, which
requires those holding 10% or
more equity, whether acting
alone or with other individuo-
als or trusts, or exercises “sig-
nificantinfluenceorcontrolin
a company through other me-
ans” to disclose their interests
within the next 90 days. In fu-
ture, this will have to be notifl-
ed within 30 days of change of
beneficial ownership.



