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Listed Public Sector Entities get 3 years to meet criteria of Minimum
25% Public Shareholding 
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Background

Amendments

The Minimum Public Shareholding (MPS)  requirements for listed companies have been stipulated in Regulation 38 of 
SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 (‘LODR’), which requires every listed entity to 
comply with MPS requirements as specified in Rule 19(2) and 19A of the Securities Contracts (Regulation) Rules, 1957 
(‘SCRR’).

Rule 19(2)(b) of SCRR requires the maintenance of a minimum public shareholding of 25% at all times of each class or 
kind of equity shares or convertible debentures issued by a listed company as this ensures liquidity of shares and 
correct price discovery through regular trading. 

SEBI (LODR) has conferred power on the Stock Exchange to monitor the compliance of MPS and for defaulting listed 
companies, Stock Exchanges have powers to levy penalties.

SEBI vide its notification dated 3 August, 2018 (‘Notification’) had amended sub-rule 1 of Rule 19A of the SCRR, wherein 
listed public sector companies which had public shareholding of less than 25% as on the date of issuance of 
notification, were required to increase its public shareholding to at least 25% within a period of two (2) years from the 
date of issuance of the notification.

In light of the current COVID-19 scenario and to ease the compliance burden of listed public sector companies with 
respect to attaining the MPS, SEBI vide its Notification dated 31 July, 2020, has further amended sub- rule 1 of Rule 19A 
of SCRR.

The existing rules as well as the amendment have been discussed below:

Existing Rules Amendment

Sub Rule 1 of Rule 19A of SCRR provides that every Listed 
Company (other than Public Sector Company) shall 
maintain a minimum public shareholding of 25%.

Proviso to the Sub- Rule 1 further states that every listed 
public sector company which has public shareholding of 
less than 25% on the Commencement of Securities 
Contracts Regulation Rules, 2018, (i.e. issuance of 
notification dated 3 August, 2018) shall increase its pubic 
shareholding to a minimum of 25% within a period of two 
years from the date of issuance of notification

As per the amendment made by the Notification dated 31 
July, 2020, the time limit for attaining the minimum public 
shareholding by listed public sector companies has been 
increased from ‘two years’ to ‘three years’ 
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The Alert is of general nature only and should not be considered as any legal or tax advice. The Reader should not take any decision basis the information 
contained in this Alert, and should be seeking a prior professional advice on the matters covered by the Alert. Neither RBSA Advisors LLP nor any individual 
associated with this Alert should be considered as making any representation or warranty with respect to its accuracy or completeness, and under no 
circumstances would RBSA Advisors LLP or any individuals associated with this alert be liable for any loss caused to any third party relying on any view or 
statement made in this Alert, without entering into a formal Engagement Letter. The views provided in the Alert are those of the Preparer only and are 
subject to change without notice. The Alert shall not be copied, reproduced or further distributed by the Recipients.

Key Takeaways:
The stipulated period for compliance with the MPS requirement in case of listed public sector undertakings was 
coming to an end. There are number of public sector undertakings which are yet to comply with the MPS norms 
and the ongoing pandemic would have made it even more difficult for them to achieve the same. Hence, the 
extension of two to three years for public sector companies to achieve the minimum pubic float is certainly a 
welcome move.
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