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study material uploaded on the website of the Institute along with these supplements. 

 

 



3 

 

Index 

 

S. No. Lesson  Page No. 

1.  Lesson 1: Securities Contracts (Regulation) Act, 1956 4-5 

2.  Lesson 2: Securities and Exchange Board of India 

Act, 1992 

6-7 

3.  Lesson 4: An Overview of SEBI (Issue of Capital and 

Disclosure Requirements) Regulations, 2018 
8-10 

4.  Lesson 5: An overview of SEBI (Listing Obligations and 

Disclosure Requirements) Regulations, 2015 
11-18 

5.  Lesson 8: SEBI (Delisting of Equity Shares) Regulations, 

2021 

19 

6.  Lesson 9 and 10: SEBI (Share Based Employee Benefits 

and Sweat Equity) Regulations, 2021 

 

20-34 

7.  Lesson 11: SEBI (Prohibition of Insider Trading) 

Regulations, 2015  

35-36 

8.  Lesson 12: Mutual Funds 37-40 

9.  Lesson 14: Resolution of Complaints and Guidance 

 

41 

10.  Lesson 15: Structure of Capital Market 42-44 

11.  Lesson 16: Securities Market Intermediaries 45-49 

12.  Miscellaneous 50 



4 

 

LESSON 1 

Securities Contracts (Regulation) Act, 1956 

 

(1) Securities Contracts (Regulation) (Second Amendment) Rules, 2021 (July 30, 2021)  

Ministry of Finance (MoF) vide its notification dated July 30, 2021, has notified the Securities 

Contracts (Regulation) (Second Amendment) Rules, 2021 which shall come into force on the 

date of their publication in the Official Gazette.  

Insertion: Sub-rule (6) to rule 19A related to Continuous Listing Requirement 

Vide this amendment, sub-rule (6) has been inserted in Rule 19A which provides that 

‘Notwithstanding anything contained in sub-rules (1) to (5), the Central Government may, in the 

public interest, exempt any listed public sector company from any or all of the provisions of this 

rule’.  

The Central Government has been empowered to exempt any listed public sector company from 

any or all of the provisions of Rule 19A sub-rules (1) to (5) of Securities Contracts (Regulation) 

Rules, 1957.    

 

For details: https://www.sebi.gov.in/legal/rules/jul-2021/securities-contracts-regulation-

second-amendment-rules-2021_51666.html 

 

(2) Securities Contracts (Regulation) (Amendment) Rules, 2021 (June 18, 2021)  

Ministry of Finance (MoF) has notified the Securities Contracts (Regulation) (Amendment) Rules, 

2021 which shall come into force on the date of their publication in the Official Gazette, i.e., 18-

06-2021.  

The following amendments have been made: 

• In Rule 19 relating to Requirements with respect to the listing of securities on a recognised stock 

exchange, in sub–rule (2)(b)(iii), after the words ―four thousand crore rupees, the words ―but 

less than or equal to one lakh crore rupees shall be inserted. 

• Sub-clause (iv) to the Rule 19 (2)(b) has been inserted, which specifies the percentage on the 

shares, namely:  

“at least such percentage of each class or kind of equity shares or debentures convertible into equity 

shares issued by the company equivalent to the value of five thousand crore rupees and at least 

five per cent of each such class or kind of equity shares or debenture convertible into equity shares 

issued by the company, if the post issue capital of the company calculated at offer price is above 

one lakh crore rupees.  

Provided that the company referred to in this sub-clause (iv) shall increase its public shareholding 

to at least ten per cent within a period of two years and at least twenty-five percent within a period 

of five years, from the date of listing of the securities, in the manner specified by the Securities 

and Exchange Board of India.” 

Further, it is provided that where the public shareholding in a listed company falls below 10%, as 

a result of implementation of the resolution plan approved under section 31 of the Insolvency and 

Bankruptcy Code, 2016, the same shall be increased to at least ten per cent, within a maximum 

period of twelve months from the date of such fall, in the manner specified by the SEBI.  

 

https://www.sebi.gov.in/legal/rules/jul-2021/securities-contracts-regulation-second-amendment-rules-2021_51666.html
https://www.sebi.gov.in/legal/rules/jul-2021/securities-contracts-regulation-second-amendment-rules-2021_51666.html
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Further provided that, every listed company shall maintain public shareholding of at least five per 

cent as a result of implementation of the resolution plan approved under section 31 of the 

Insolvency and Bankruptcy Code, 2016. 

 

For details: https://www.sebi.gov.in/legal/rules/jun-2021/securities-contracts-regulation-

amendment-rules-2021_50642.html 

 

 

(3) CASE LAWS  

 

20.08.2020 Dr. Satish Chandra, Ms. 

Sucharita Das and The Orissa 

Minerals Development Co. Ltd. 

(collectively known as 

“Noticees”) vs. SEBI 

Adjudicating Officer, 

Securities and Exchange 

Board of India 

 

The disclosures were made by The Orissa Minerals Development Co. Ltd. to stock exchanges 

belatedly each after a period of more than 24 hours since the time of their receipt by OMDC.  

 

Facts of the case:  

SEBI conducted investigation into the alleged delayed disclosure of the price sensitive information 

(hereinafter referred to as “PSI”) by The Orissa Minerals Development Company Ltd., (hereinafter 

referred to as “OMDC/ Company”), in the scrip of OMDC, to the Stock Exchanges (“BSE” and 

“NSE”) for alleged violation of provisions of the SEBI Act, 1992 and SEBI (Prohibition of Insider 

Trading) Regulations, 1992 during the investigation period July 02, 2012 to August 10, 2012. 

 

The OMDC, Dr. Satish Chandra (Managing Director) and Ms. Sucharita Das (Company Secretary) 

has made belated disclosure to the stock exchanges of the important price sensitive information. 

Therefore, SEBI hold that the Noticees have violated the provisions of Clause 2.1 of the Code of 

Corporate Disclosure Practice for Prevention of Insider Trading contained in Schedule II read with 

Regulation 12(2) of the PIT Regulations, 1992. Further, OMDC, also violated Clause 36 of the 

Listing Agreement read with Section 21 of Securities Contracts (Regulation) Act, 1956 (“SCRA”).  

 

By not making the disclosures on time, the Noticee has failed to comply with the mandatory 

statutory obligation.  

 

Order:  

In view of the foregoing, considering the facts and circumstances of the case, the material on 

record, SEBI imposed a total penalty of Rs. 2,00,000/- (Rupees Two Lacs only) under Section 

15HB of the SEBI Act, 1992 and Section 23A(a)* of the Securities Contracts (Regulation) Act, 

1956, on the Noticees i.e. The Orissa Minerals Development Co. Ltd., Dr. Satish Chandra and Ms. 

Sucharita Das for violation of Clause 2.1 of Code of Corporate Disclosure Practice for Prevention 

of Insider Trading contained in Schedule II to Regulation 12(2) of the PIT Regulations, 1992 and 

also against The Orissa Minerals Development Co. Ltd for violation of Clause 36 of Listing 

Agreement read with Section 21 of SCRA. 

 

* Section 23A(a) deals with Penalty for failure to furnish information, return, etc 

 

 

***** 

https://www.sebi.gov.in/legal/rules/jun-2021/securities-contracts-regulation-amendment-rules-2021_50642.html
https://www.sebi.gov.in/legal/rules/jun-2021/securities-contracts-regulation-amendment-rules-2021_50642.html
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LESSON 2  

SECURITIES AND EXCHANGE BOARD OF INDIA ACT, 1992 
 
 

CASE LAWS  

 

28.02.2019 Adjudicating Officer, SEBI (Appellant) vs. 
Bhavesh Pabari (Respondent) 

Supreme Court of India 

 

The Supreme Court of India ruled in Adjudicating Officer, SEBI v. Bhavesh Pabari 

granting back the discretionary power to Adjudicating Officer (AO) under 

supervision and scrutiny of the court.  

 

Facts of the Case: 

The SEBI Act, as the object of its enactment would indicate, was enacted “to provide for 

the establishment of SEBI to protect the interests of investors in securities and to promote 

the development of, and to regulate, the securities market and for matters connected 

therewith or incidental thereto.”  

 

Sections 15 A to 15 HA of the SEBI Act, 1992 are the penalty provisions whereas Section 

15 I deals with the power of adjudication and Section 15 J enumerates the “factors to be 

taken into account by the Adjudicating Officer” while adjudging the quantum of penalty.  

 

Section 15J has been a part of SEBI since 1992. Section 15J lays down that while adjudging 

the amount of penalty, the adjudicating officer shall have due regard to the factors which 

are as follows:  

(a) the amount of disproportionate gain or unfair advantage, wherever quantifiable, made 

as a result of the default;  

(b) the amount of loss caused to an investor or group of investors as a result of the default; 

(c) the repetitive nature of the default. 

 

Explanation- For the removal of doubts, it is clarified that the power to adjudge the 

quantum of penalty under sections 15A to 15E, clauses (b) and (c) of section 15-F, 15G, 

15H and 15HA shall be and shall always be deemed to have been exercised under the 

provisions of this section.”  

 

The questions referred in the given case can be enumerated and summarized as follows:  

 

(i) Whether the conditions stipulated in clauses (a), (b) and (c) of Section 15J of the 

Securities and Exchange Board of India Act, 1992 are exhaustive to govern the 

discretion in the Adjudicating Officer to decide on the quantum of penalty or the 

said conditions are merely illustrative?  

(ii) Whether the power and discretion vested by Section 15J of the SEBI Act to 

decide on the quantum of penalty, regardless of the manner in which the first 

question is answered, stands eclipsed by the penalty provisions contained in 

Section 15A to Section 15HA of the SEBI Act? 
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The Court held that- 

 

• The provisions of clauses (a), (b) and (c) of Section 15J are illustrative in nature and have 

to be taken into account whenever such circumstances exist. But this is not to say that there 

can be no other circumstance(s) beyond those enumerated in clauses (a), (b) and (c) of 

Section 15J that the Adjudicating Officer is precluded in law from considering while 

deciding on the quantum of penalty to be imposed. Conditions stipulated in clauses (a), (b) 

and (c) of Section 15J are not exhaustive and in the given facts of a case, there can be 

circumstances beyond those enumerated by clauses (a), (b) and (c) of Section 15J which 

can be taken note of by the Adjudicating Officer while determining the quantum of penalty.  

 

• Insofar as the second question is concerned, if the penalty provisions are to be understood 

as not admitting of any exception or discretion and the penalty as prescribed in Section 15 

A to Section 15-HA of the SEBI Act is to be mandatorily imposed in case of default/failure, 

Section 15J of the SEBI Act would stand obliterated and eclipsed. Hence, the question 

referred. Sections 15-A (a) to 15 HA have to be read along with Section 15J in a manner 

to avoid any inconsistency or repugnancy. 
 

 

 
18.03.2021 Mr. Neeleshkumar Radheshyam Lahoti 

(Noticee) (In the matter of Supreme Tex Mart 
Limited) vs. Securities and Exchange Board of 
India (SEBI) 

Adjudicating Officer, 

Securities and Exchange 

Board of India 

 

Every person from whom information is sought should fully co-operate with the investigating officer 

and promptly produce all documents, records, information as may be necessary for the 

investigations.  

 

Facts of the Case:  

SEBI conducted an investigation into the affairs of Supreme Tex Mart Limited (STML/ Company) for the 

period June 01, 2016 to October 31, 2016. During the course of investigation, the Investigating Authority 

(IA) of SEBI issued summons under Section 11C(2) read with Section 11C(3) of the SEBI Act, 1992 to 

Mr. Neeleshkumar Radheshyam Lahoti (Noticee) seeking certain documents/ information. The Noticee 

replied to the summons and submitted certain information. However, it was alleged that the Noticee 

submitted incorrect information. In view of the same, SEBI initiated adjudication proceedings under 

Section 15HB of the SEBI Act against the Noticee.  

 

SEBI Order:  

SEBI imposed a penalty of 8 lakh on the Noticee under the provisions of Section 15HB of the SEBI Act. It 

was established that the Noticee provided incorrect information to the Investigating Authority (IA) of SEBI 

and hampered the process of investigation thus violating the provisions of Section 11C(2) read with Section 

11C(3) of the SEBI Act, 1992. It was a deliberate attempt of Noticee to misguide investigation. Section 

11C(3) of the SEBI Act empowers the IA to obtain records, documents, information etc., as considered 

relevant or necessary for the purpose of investigation. Section 11C(2) of SEBI Act casts an obligation on 

every person associated with the securities market to preserve and to produce to the Investigating Authority 

or any person authorised by it in this behalf, such records, documents, information which are in their 

custody or power. 

 

 

***** 
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LESSON 4 

An overview of SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2018 

 

(1) SEBI (Issue of Capital and Disclosure Requirements) (Third Amendment) Regulations, 2021 

(August 13, 2021)  

 

SEBI vide its notification dated August 13, 2021, amended the provisions of SEBI (Issue of 

Capital and Disclosure Requirements) Regulations, 2018, which shall come into force on the 

date of their publication in the Official Gazette.  

 

The following amendments have been made: 

 

• Omission: Regulation 2(1)(pp)(iii)(C)  

The amendment is made in the definition of promoter group where the promoter is a body 

corporate, by omitting the following provision:  

C) any body corporate in which a group of individuals or companies or combinations thereof 

acting in concert, which hold twenty per cent. or more of the equity share capital in that body 

corporate and such group of individuals or companies or combinations thereof also holds 

twenty per cent. or more of the equity share capital of the issuer and are also acting in concert; 

 

Regulation 16 - Lock-in of specified securities held by the promoters in case Initial Public 

Offer 

• Substitution: Regulation 16(1)(a)  

The words “three years from the date of commencement of commercial production or date of 

allotment in the initial public offer, whichever is later”, shall be substituted with the words 

“eighteen months from the date of allotment in the initial public offer”.  

 

The aim of this amendment is to reduce the lock-in period of specified securities held by the 

promoters from 3 years from the date of commencement of commercial production or date 

of allotment in the IPO, whichever is later to 18 months from the date of allotment in the 

IPO.  

 

• Insertion: Proviso to Regulation 16(1)(a) 

Provided that in case the majority of the issue proceeds excluding the portion of offer for sale 

is proposed to be utilized for capital expenditure, then the lock-in period shall be three years 

from the date of allotment in the initial public offer. 

 

• Substitution: Regulation 16(1)(b)  

The words “one year” shall be substituted with the words “six months”.  

Promoters’ holding in excess of minimum promoters’ contribution shall be locked-in for a 

period of 6 months from the date of allotment in the IPO instead of existing 1 year.  

 

• Insertion: Proviso to Regulation 16(1)(b)  

Provided that in case the majority of the issue proceeds excluding the portion of offer for sale 

is proposed to be utilized for capital expenditure, then the lock-in period shall be one year from 

the date of allotment in the initial public offer. 
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• Substitution: Explanation to Regulation 16(1) 

Explanation: For the purpose of this sub-regulation, “capital expenditure” shall include civil 

work, miscellaneous fixed assets, purchase of land, building and plant and machinery, etc. 

The concept of date of commencement of commercial production is completely removed 

from Regulation 16, consequently its meaning is also deleted from the explanation and the 

meaning of capital expenditure is added.  

 

Regulation 17 - Lock-in of specified securities held by persons other than the promoters 

 

• Substitution: Regulation 17  

The words “one year” shall be substituted with the words “six months”.  

The entire pre-issue capital held by persons other than the promoters shall be locked-in for a 

period of 6 months from the date of allotment in the IPO instead of 1 year.  

 

• Substitution: Proviso to Regulation 17(c)  

The words “one year” shall be substituted with the words “six months”.  

Provided that such equity shares shall be locked in for a period of at least six months from the 

date of purchase by the venture capital fund or alternative investment fund or foreign venture 

capital investor. 

 

Regulation 115 - Lock-in of specified securities held by the promoters in case Further 

Public Offer 

• Substitution: Regulation 115(a) 

The words “three years from the date of commencement of commercial production or 

from the date of allotment in further public offer, whichever is later;” shall be substituted 

with the words “eighteen months from the date of allotment of the further public offer:”  

 

The aim of this amendment is to reduce the lock-in period of specified securities held by the 

promoters from 3 years from the date of commencement of commercial production or 

from the date of allotment in the FPO, whichever is later to 18 months from the date of 

the allotment of the FPO.  

 

• Substitution: Regulation 115(b)  

The words “one year” shall be substituted with the words “six months”.  

Promoters’ holding in excess of minimum promoters’ contribution shall be locked-in for a 

period of 6 months instead of 1 year.  

 

Regulation 117 - Lock-in of party-paid securities 

 

• Substitution: Regulation 117  

The words “three years” shall be substituted with the words “eighteen months”.  

Where the specified securities which are subject to lock-in are partly paid-up and the amount 

called-up on such specified securities is less than the amount called-up on the specified 

securities issued to the public, the lock-in shall end only on the expiry of eighteen months after 

such specified securities have become pari passu with the specified securities issued to the 

public. 

 

For details: https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-

of-india-issue-of-capital-and-disclosure-requirements-third-amendment-regulations-

2021_51884.html 

https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-issue-of-capital-and-disclosure-requirements-third-amendment-regulations-2021_51884.html
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-issue-of-capital-and-disclosure-requirements-third-amendment-regulations-2021_51884.html
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-issue-of-capital-and-disclosure-requirements-third-amendment-regulations-2021_51884.html
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(2) SEBI (Issue of Capital and Disclosure Requirements) (Fourth Amendment) Regulations, 

2021 (October 26, 2021)  

SEBI vide its notification dated October 26, 2021, amended the provisions of SEBI (Issue of 

Capital and Disclosure Requirements) Regulations, 2018, which shall come into force on the date 

of their publication in the Official Gazette.  

Regulation 6 - Eligibility requirements for an initial public offer 

Regulation 6(3) of SEBI (ICDR) Regulations, 2018 provides that if an issuer has issued SR equity 

shares to its promoters/ founders, the said issuer shall be allowed to do an initial public offer of 

only ordinary shares for listing on the Main Board subject to compliance of various clauses 

specified in Regulation 6(3).  

Vide this notification, the clause (ii) of Regulation 6(3) has been substituted with the following: - 

“(ii) The net worth of the SR shareholder, as determined by a Registered Valuer, shall not be more 

than Rs. 1000 crore.  

Explanation: While determining the individual net worth of the SR shareholder, his investment/ 

shareholding in other listed companies shall be considered but not that of his shareholding in the 

issuer company.” 

Further clause (v) of Regulation 6(3) has been substituted with the following: - 

(v) the SR equity shares have been issued prior to the filing of draft red herring prospectus and 

held for a period of at least three months prior to the filing of the red herring prospectus.  

For details: https://www.sebi.gov.in/legal/regulations/oct-2021/securities-and-exchange-board-

of-india-issue-of-capital-and-disclosure-requirements-fourth-amendment-regulations-

2021_53516.html 

 

(3) Non-compliance with certain provisions of SEBI (Issue of Capital and Disclosure 

Requirements) Regulations, 2018 (“ICDR Regulations”)  

(Circular No. SEBI/HO/CFD/DIL1/P/CIR/2021/0660 dated November 23, 2021)  

SEBI issued a Circular bearing reference number SEBI/HO/CFD/DIL2/CIR/P/2019/94 dated 

August 19, 2019, specifying the fines to be imposed by the Stock Exchanges for non-compliance 

with certain provisions of SEBI (ICDR) Regulations, 2018. In partial modification of the circular 

dated August 19, 2019, para 9A is inserted which provides that the Stock Exchanges may deviate 

from the provisions of the circular, wherever the interest of the investors are not adversely affected, 

if found necessary, only after recording reasons in writing.  

For details: https://www.sebi.gov.in/legal/circulars/nov-2021/non-compliance-with-certain-

provisions-of-sebi-issue-of-capital-and-disclosure-requirements-regulations-2018_54130.html 

 

 

 

***** 

 

 

 

 

 

https://www.sebi.gov.in/legal/regulations/oct-2021/securities-and-exchange-board-of-india-issue-of-capital-and-disclosure-requirements-fourth-amendment-regulations-2021_53516.html
https://www.sebi.gov.in/legal/regulations/oct-2021/securities-and-exchange-board-of-india-issue-of-capital-and-disclosure-requirements-fourth-amendment-regulations-2021_53516.html
https://www.sebi.gov.in/legal/regulations/oct-2021/securities-and-exchange-board-of-india-issue-of-capital-and-disclosure-requirements-fourth-amendment-regulations-2021_53516.html
https://www.sebi.gov.in/legal/circulars/nov-2021/non-compliance-with-certain-provisions-of-sebi-issue-of-capital-and-disclosure-requirements-regulations-2018_54130.html
https://www.sebi.gov.in/legal/circulars/nov-2021/non-compliance-with-certain-provisions-of-sebi-issue-of-capital-and-disclosure-requirements-regulations-2018_54130.html
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LESSON 5 

An overview of SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 

 

(1) SEBI (Listing Obligations and Disclosure Requirements) (Third Amendment) Regulations, 

2021 (August 3, 2021)  

SEBI vide its notification dated August 03, 2021, amends the provisions of SEBI (Listing 

Obligations and Disclosure Requirements) Regulations, 2015, which shall come into force on 

January 1, 2022.  

The amendments, inter alia, include the following:  

o The listed entity shall ensure that approval of shareholders for appointment of a person on the 

Board of Directors is taken at the next general meeting or within a time period of three months 

from the date of appointment, whichever is earlier. [Reg. 17(1C)]- New Insertion  

o At least 2/3rd of the members of the audit committee shall be independent directors and all 

related party transactions shall be approved by only independent directors on the Audit Committee. 

[Reg. 18(1)(b)] 

o The composition of Nomination and remuneration committee has been modified to include at 

least 50% independent directors instead of existing requirement of 2/3rd of independent directors. 

[Reg. 19(1)(c)]  

o The appointment, re-appointment or removal of an independent director of a listed entity, shall 

be subject to the approval of shareholders by way of a special resolution. [Reg. 25(2A)]- New 

Insertion  

o The requirement of undertaking Directors and Officers insurance has been extended to the top 

1000 companies with effect from January 01, 2022. [Reg. 25(10)] 

o No independent director, who resigns from a listed entity, shall be appointed as an executive / 

whole time director on the board of the listed entity, its holding, subsidiary or associate company 

or on the board of a company belonging to its promoter group, unless a period of one year has 

elapsed from the date of resignation as an independent director. [Reg. 25(11)]- New Insertion  

For details: https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-

of-india-listing-obligations-and-disclosure-requirements-third-amendment-regulations-

2021_51719.html 

 

(2) Disclosure of shareholding pattern of promoter(s) and promoter group entities  

(Circular No. SEBI/HO/CFD/CMD/CIR/P/2021/616 dated August 13, 2021) 

As per Regulation 31(4) SEBI (LODR) Regulations, 2015, it is mandatory that all entities falling 

under promoter and promoter group be disclosed separately in the shareholding pattern on the 

website of stock exchanges, in accordance with the format specified by SEBI. The shareholdings 

of promoters and promoter group entities, which are currently collectively disclosed under ‘table 

II-Statement showing shareholding pattern of the promoter and promoter group’, shall now be 

segregated into promoter(s) and promoter group in the revised format as annexed to this circular.  

For details: https://www.sebi.gov.in/legal/circulars/aug-2021/disclosure-of-shareholding-

pattern-of-promoter-s-and-promoter-group-entities_51847.html 

 

https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-listing-obligations-and-disclosure-requirements-third-amendment-regulations-2021_51719.html
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-listing-obligations-and-disclosure-requirements-third-amendment-regulations-2021_51719.html
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-listing-obligations-and-disclosure-requirements-third-amendment-regulations-2021_51719.html
https://www.sebi.gov.in/legal/circulars/aug-2021/disclosure-of-shareholding-pattern-of-promoter-s-and-promoter-group-entities_51847.html
https://www.sebi.gov.in/legal/circulars/aug-2021/disclosure-of-shareholding-pattern-of-promoter-s-and-promoter-group-entities_51847.html
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(3) SEBI (Listing Obligations and Disclosure Requirements) (Fifth Amendment) Regulations, 

2021 (September 07, 2021) 

SEBI vide gazette notification dated September 07, 2021 amends the provisions of SEBI (Listing 

Obligations and Disclosure Requirements) Regulations, 2015, which shall come into force on the 

date of their publication in the Official Gazette.  

• The amendments, inter-alia, provides the terms “‘non-convertible debt securities’, ‘non-

convertible redeemable preference shares’, ‘non-convertible securities’, ‘perpetual debt 

instrument’ and ‘perpetual non-cumulative preference share’ shall have the same meaning as 

defined under the SEBI (Issue and Listing of Non-Convertible Securities) Regulations, 2021.  

• SEBI (LODR) Regulations, 2015 shall also apply to a listed entity which has listed non-convertible 

securities on recognised stock exchange(s). The provisions of these regulations which become 

applicable to listed entities on the basis of the criterion of the value of outstanding listed debt 

securities shall continue to apply to such entities even if they fall below such thresholds.  

• The regulation 15 and regulation 16 to regulation 27 of SEBI (LODR) Regulations, 2015, w.r.t. 

the corporate governance provisions shall apply to a listed entity which has listed its non-

convertible debt securities and has an outstanding value of listed non-convertible debt securities 

of Rs. 500 crore and above.  

However, in case an entity that has listed its non-convertible debt securities triggers the specified 

threshold of Rs. 500 crore during the course of the year, it shall ensure compliance with these 

provisions within six months from the date of such trigger.  

Further, it has been provided that these provisions shall be applicable to a ‘high value debt listed 

entity’ on a ‘comply or explain’ basis until March 31, 2023 and on a mandatory basis thereafter.  

• Intimation to stock exchange(s) [Regulation 50].  

(1) The listed entity shall give prior intimation to the stock exchange of at least two working days 

in advance, excluding the date of the intimation and the date of the meeting of the board of 

directors, about the Board meeting in which any of the following proposals is to be considered:  

(a) an alteration in the form or nature of non-convertible securities that are listed on the stock 

exchange or in the rights or privileges of the holders thereof;  

(b) an alteration in the date of the interest/ dividend/ redemption payment of non-convertible 

securities;  

(c) financial results viz. quarterly or annual, as the case may be;  

(d) fund raising by way of issuance of non-convertible securities; or  

(e) any matter affecting the rights or interests of holders of non-convertible securities. 

(2) The listed entity shall also intimate the stock exchange not later than the date of commencement 

of dispatch of notices, in case of:  

(a) any annual general meeting or extraordinary general meeting that is proposed to be held for 

obtaining shareholder approval for the proposals at clauses (c) and (d) mentioned above;  

(b) any meeting of the holders of non-convertible securities in relation to the proposal at clause (e) 

mentioned above. 

• Financial Results. [Regulation 52] 

(1) The listed entity shall prepare and submit un-audited or audited quarterly and year to date 

standalone financial results on a quarterly basis in the format as specified by the Board within 
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forty- five days from the end of the quarter, other than last quarter, to the recognised stock 

exchange(s). 

However, in case of entities which have listed their debt securities, a copy of the financial results 

submitted to stock exchanges shall also be provided to Debenture Trustees on the same day the 

information is submitted to stock exchanges. 

(2) The listed entity shall comply with following requirements with respect to preparation, 

approval, authentication and publication of annual and quarterly financial results:  

(a) Un-audited financial results on quarterly basis shall be accompanied by limited review report 

prepared by the statutory auditors of the listed entity, in the format as specified by the Board:  

Provided that in case of issuers whose accounts are audited by the Comptroller and Auditor 

General of India, the report shall be provided by any practising Chartered Accountant. 

(b)The quarterly results shall be taken on record by the board of directors and signed by the 

managing director / executive director.  

(c)The audited results for the year shall be submitted to the recognised stock exchange(s) in the 

same format as is applicable for quarterly financial results.  

(d)The annual audited standalone and consolidated financial results for the financial year shall be 

submitted to the stock exchange(s) within sixty days from the end of the financial year along with 

the audit report:  

Provided that issuers, who are being audited by the Comptroller and Auditor General of India, 

shall adopt the following two step process for disclosure of the annual audited financial results:  

(i) The first level audit shall be carried out by the auditor appointed by the Comptroller 

and Auditor General of India, who shall audit the financials of the listed entity and such 

financial results shall be submitted to the Stock Exchange(s) within sixty days from the 

end of the financial year.  

(ii) After the completion of audit by the Comptroller and Auditor General of India, the 

financial results shall be submitted to the Stock exchange(s) within nine months from 

the end of the financial year.  

 

(e)Modified opinion(s) in audit reports/limited review reports that have a bearing on the interest 

payment/ dividend payment pertaining to non-convertible securities/ redemption or principal 

repayment capacity of the listed entity shall be appropriately and adequately addressed by the 

board of directors while publishing the accounts for the said period.  

 

(f) The listed entity shall also submit as part of its standalone or consolidated financial results for 

the half year, by way of a note, a statement of assets and liabilities and statement of cash flows as 

at the end of the half year. 

 

• Intimations/ other submissions to stock exchange(s). [Regulation 57] 

(1) The listed entity shall submit a certificate to the stock exchange within one working day of the 

interest or dividend or principal becoming due regarding status of payment in case of non-

convertible securities. 

For details: https://www.sebi.gov.in/legal/regulations/sep-2021/securities-and-exchange-board-

of-india-listing-obligations-and-disclosure-requirements-fifth-amendment-regulations-

2021_52488.html 

https://www.sebi.gov.in/legal/regulations/sep-2021/securities-and-exchange-board-of-india-listing-obligations-and-disclosure-requirements-fifth-amendment-regulations-2021_52488.html
https://www.sebi.gov.in/legal/regulations/sep-2021/securities-and-exchange-board-of-india-listing-obligations-and-disclosure-requirements-fifth-amendment-regulations-2021_52488.html
https://www.sebi.gov.in/legal/regulations/sep-2021/securities-and-exchange-board-of-india-listing-obligations-and-disclosure-requirements-fifth-amendment-regulations-2021_52488.html
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(4) SEBI (Listing Obligations and Disclosure Requirements) (Sixth Amendment) Regulations, 

2021 (November 09, 2021)  

 

SEBI vide its notification dated November 09, 2021, amended the provisions of SEBI (Listing 

Obligations and Disclosure Requirements) Regulations, 2015, which shall come into force with 

effect from April 1, 2022 unless otherwise specified in the respective provision of the regulation. 

 

• The amendments, inter-alia, have been carried out in the definitions of Related Party and Related 

Party transactions.  

 

In the existing provision under Regulation 2(1)(zb) it was provided that, any person or entity 

belonging to the promoter or promoter group of the listed entity and holding 20% or more of 

shareholding in the listed entity shall be deemed to be a related party.  

 

However, vide this amendment, it is provided that, any person or entity forming a part of the 

promoter or promoter group or any person or any entity, holding equity shares of 20% or more 

(10% w.e.f. 1st April, 2023) in the listed entity either directly or on a beneficial interest basis, at 

any time, during the immediate preceding financial year, shall be deemed to be a related party.  

 

Further, the definition of related party transaction under regulation 2(1)(zc), has been substituted 

with the following, namely, - 

 

“Related Party Transaction” means a transaction involving a transfer of resources, services or 

obligations between:  

 

(i) a listed entity or any of its subsidiaries on one hand and a related party of the listed entity or 

any of its subsidiaries on the other hand; or  

 

(ii) a listed entity or any of its subsidiaries on one hand, and any other person or entity on the other 

hand, the purpose and effect of which is to benefit a related party of the listed entity or any of its 

subsidiaries, with effect from April 1, 2023;  

 

regardless of whether a price is charged and a “transaction” with a related party shall be construed 

to include a single transaction or a group of transactions in a contract: 

 

Provided that the following shall not be a related party transaction: 

(a) the issue of specified securities on a preferential basis, subject to compliance of the 

requirements under the Securities and Exchange Board of India (Issue of Capital and 

Disclosure Requirements) Regulations, 2018; 

(b) the following corporate actions by the listed entity which are uniformly applicable/offered 

to all shareholders in proportion to their shareholding:  

i. payment of dividend;  

ii. subdivision or consolidation of securities;  

iii. issuance of securities by way of a rights issue or a bonus issue; and 

iv. buy-back of securities. 

 

(c) acceptance of fixed deposits by banks/Non-Banking Finance Companies at the terms 
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uniformly applicable/offered to all shareholders/public, subject to disclosure of the same along 

with the disclosure of related party transactions every six months to the stock exchange(s), in the 

format as specified by the Board:  

Provided further that this definition shall not be applicable for the units issued by mutual funds 

which are listed on a recognised stock exchange(s).” 

 

Regulation 23 - Related Party Transactions 

• In the existing provisions, it was provided that, a transaction with a related party shall be 

considered material if the transaction(s) to be entered into individually or taken together with 

previous transactions during a financial year, exceeds 10% of the annual consolidated turnover of 

the listed entity as per the last audited financial statements of the listed entity. 

Vide this amendment, it is provided that, a transaction with a related party shall be considered 

material, if the transaction(s) to be entered into individually or taken together with previous 

transactions during a financial year, exceeds Rs. 1000 crore or 10% of the annual consolidated 

turnover of the listed entity as per the last audited financial statements of the listed entity, 

whichever is lower.” 

 

• In regulation 23(2), after the words “party transactions” the words “and subsequent material 

modifications” shall be inserted and the words and symbol “audit committee.” shall be substituted 

with the words and symbol “audit committee of the listed entity:”  

Vide this amendment, it is clarified that even the subsequent material modifications in a related 

party transaction shall require prior approval of the audit committee of the listed entity. 

 

• In regulation 23(2), after the existing proviso, the following shall be inserted, namely, -  

“Provided further that: 

(a) the audit committee of a listed entity shall define “material modifications” and disclose it as 

part of the policy on materiality of related party transactions and on dealing with related party 

transactions;  

(b) a related party transaction to which the subsidiary of a listed entity is a party but the listed 

entity is not a party, shall require prior approval of the audit committee of the listed entity if the 

value of such transaction whether entered into individually or taken together with previous 

transactions during a financial year exceeds ten per cent of the annual consolidated turnover, as 

per the last audited financial statements of the listed entity;  

(c) with effect from April 1, 2023, a related party transaction to which the subsidiary of a listed 

entity is a party but the listed entity is not a party, shall require prior approval of the audit 

committee of the listed entity if the value of such transaction whether entered into individually or 

taken together with previous transactions during a financial year, exceeds ten per cent of the annual 

standalone turnover, as per the last audited financial statements of the subsidiary; 

(d) prior approval of the audit committee of the listed entity shall not be required for a related party 

transaction to which the listed subsidiary is a party but the listed entity is not a party, if regulation 

23 and sub-regulation (2) of regulation 15 of these regulations are applicable to such listed 

subsidiary. 

Explanation : For related party transactions of unlisted subsidiaries of a listed subsidiary as referred 

to in (d) above, the prior approval of the audit committee of the listed subsidiary shall suffice.” 
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• In regulation 23(4), after the words “related party transactions” the words and symbol “and 

subsequent material modifications as defined by the audit committee under sub-regulation (2),” 

shall be inserted and after the words “shall require” the word “prior” shall be inserted.  

Vide this amendment it is clarified that prior approval of shareholders shall be required for 

material related party transactions. 

• In regulation 23(4), before the existing proviso, the following shall be inserted, namely, -  

“Provided that prior approval of the shareholders of a listed entity shall not be required for a related 

party transaction to which the listed subsidiary is a party but the listed entity is not a party, if 

regulation 23 and sub-regulation (2) of regulation 15 of these regulations are applicable to such 

listed subsidiary. 

Explanation: For related party transactions of unlisted subsidiaries of a listed subsidiary as referred 

above, the prior approval of the shareholders of the listed subsidiary shall suffice.” 

• In regulation 23(5), after clause (b), the following new clause shall be inserted, namely, -  

“(c) transactions entered into between two wholly-owned subsidiaries of the listed holding 

company, whose accounts are consolidated with such holding company and placed before the 

shareholders at the general meeting for approval.” 

• Regulation 23(7) shall be omitted  

Omitted Provision:  

For the purpose of this regulation, all entities falling under the definition of related parties shall 

not vote to approve the relevant transaction irrespective of whether the entity is a party to the 

particular transaction or not. 

• Regulation 23(9) shall be substituted with the following, namely, -  

“(9) The listed entity shall submit to the stock exchanges disclosures of related party transactions 

in the format as specified by the Board from time to time, and publish the same on its website:  

Provided that a ‘high value debt listed entity’ shall submit such disclosures along with its 

standalone financial results for the half year: 

Provided further that the listed entity shall make such disclosures every six months within fifteen 

days from the date of publication of its standalone and consolidated financial results: 

Provided further that the listed entity shall make such disclosures every six months on the date of 

publication of its standalone and consolidated financial results with effect from April 1, 2023.” 

 

For details: https://www.sebi.gov.in/legal/regulations/nov-2021/securities-and-exchange-

board-of-india-listing-obligations-and-disclosure-requirements-sixth-amendment-regulations-

2021_53851.html 

 

 

(5) Disclosure obligations of listed entities in relation to Related Party Transactions  

(Circular No. SEBI/HO/CFD/CMD1/CIR/P/2021/662 dated November 22, 2021)  

 

Background. 

Vide notification dated November 9, 2021, Regulation 23 of the SEBI (Listing Obligations and 

Disclosure Requirements), Regulations 2015 (‘LODR Regulations’) was amended, inter-alia, 

https://www.sebi.gov.in/legal/regulations/nov-2021/securities-and-exchange-board-of-india-listing-obligations-and-disclosure-requirements-sixth-amendment-regulations-2021_53851.html
https://www.sebi.gov.in/legal/regulations/nov-2021/securities-and-exchange-board-of-india-listing-obligations-and-disclosure-requirements-sixth-amendment-regulations-2021_53851.html
https://www.sebi.gov.in/legal/regulations/nov-2021/securities-and-exchange-board-of-india-listing-obligations-and-disclosure-requirements-sixth-amendment-regulations-2021_53851.html
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mandating listed entities that have listed specified securities to submit to the stock exchanges 

disclosure of Related Party Transactions (RPTs) in the format specified by the Board from time to 

time. 

 

SEBI vide this circular has prescribed the information to be placed before the audit committee and 

the shareholders for consideration of RPTs. 

 

A. Information to be reviewed by the Audit Committee for approval of RPTs 

 

The listed entity shall provide the following information, for review of the audit committee for 

approval of a proposed RPT:  

 

a. Type, material terms and particulars of the proposed transaction;  

b. Name of the related party and its relationship with the listed entity or its subsidiary, including 

nature of its concern or interest (financial or otherwise); 

c. Tenure of the proposed transaction (particular tenure shall be specified);  

d. Value of the proposed transaction;  

e. The percentage of the listed entity’s annual consolidated turnover, for the immediately preceding 

financial year, that is represented by the value of the proposed transaction (and for a RPT involving 

a subsidiary, such percentage calculated on the basis of the subsidiary’s annual turnover on a 

standalone basis shall be additionally provided);  

f. If the transaction relates to any loans, inter-corporate deposits, advances or investments made or 

given by the listed entity or its subsidiary: 

i) details of the source of funds in connection with the proposed transaction;  

ii) where any financial indebtedness is incurred to make or give loans, intercorporate 

deposits, advances or investments, 

 nature of indebtedness;  

 cost of funds; and  

 tenure; 

iii) applicable terms, including covenants, tenure, interest rate and repayment schedule, 

whether secured or unsecured; if secured, the nature of security; and  

iv) the purpose for which the funds will be utilized by the ultimate beneficiary of such 

funds pursuant to the RPT.  

 

g. Justification as to why the RPT is in the interest of the listed entity; 

h. A copy of the valuation or other external party report, if any such report has been relied upon;  

i. Percentage of the counter-party’s annual consolidated turnover that is represented by the value 

of the proposed RPT on a voluntary basis;  

j. Any other information that may be relevant  

 

The audit committee shall also review the status of long-term (more than one year) or recurring 

RPTs on an annual basis. 

 

B. Information to be provided to shareholders for consideration of RPTs  

 

The notice being sent to the shareholders seeking approval for any proposed RPT shall, in 

addition to the requirements under the Companies Act, 2013, include the following information 
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as a part of the explanatory statement: 

 

a. A summary of the information provided by the management of the listed entity to the audit 

committee as specified above;  

b. Justification for why the proposed transaction is in the interest of the listed entity;  

c. Where the transaction relates to any loans, inter-corporate deposits, advances or investments 

made or given by the listed entity or its subsidiary, the details specified under point 4(f) above; 

(The requirement of disclosing source of funds and cost of funds shall not be applicable to listed 

banks/NBFCs.)  

d. A statement that the valuation or other external report, if any, relied upon by the listed entity 

in relation to the proposed transaction will be made available through the registered email 

address of the shareholders;  

e. Percentage of the counter-party’s annual consolidated turnover that is represented by the value 

of the proposed RPT, on a voluntary basis;  

f. Any other information that may be relevant. 

 

C. Format for reporting of RPTs to the Stock Exchange  

 

The listed entity shall make RPT disclosures every six months in the format provided at Annex 

to this circular.  

 

This Circular shall come into force with effect from April 1, 2022. 

 

For details: https://www.sebi.gov.in/legal/circulars/nov-2021/disclosure-obligations-of-listed-

entities-in-relation-to-related-party-transactions_54113.html 

 

 

 

***** 

 

  

https://www.sebi.gov.in/legal/circulars/nov-2021/disclosure-obligations-of-listed-entities-in-relation-to-related-party-transactions_54113.html
https://www.sebi.gov.in/legal/circulars/nov-2021/disclosure-obligations-of-listed-entities-in-relation-to-related-party-transactions_54113.html
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LESSON 8 

SEBI (Delisting of Equity Shares) Regulations, 2021 

 

(1) (Securities and Exchange Board of India (Delisting of Equity Shares) Regulations, 2021 

(June 11, 2021)  

With an objective to make the delisting process more transparent and efficient, the SEBI vide 

gazette notification dated June 11, 2021 has notified the SEBI (Delisting of Equity Shares) 

Regulations, 2021 which shall be applicable to delisting of equity shares of a company including 

equity shares having superior voting rights from all or any of the recognised stock exchanges where 

such shares are listed.  

The SEBI (Delisting of Equity Shares) Regulations, 2009, stand repealed from the date on 

which these regulations come into force.  

 

Students are advised to refer the revamped study material available under Academic Portal 

at the website of the Institute for detailed Lesson 8- SEBI (Delisting of Equity Shares) 

Regulations, 2021. The link for the same is given below. 

 

For details:  

1. https://www.icsi.edu/media/webmodules/16112021_Final_SLCM.pdf 

2. https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-

india-delisting-of-equity-shares-regulations-2021-last-amended-on-august-3-2021-

_50517.html 

  

 

***** 

 

 

 

 

 

 

 

 

 

 

 

https://www.icsi.edu/media/webmodules/16112021_Final_SLCM.pdf
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-delisting-of-equity-shares-regulations-2021-last-amended-on-august-3-2021-_50517.html
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-delisting-of-equity-shares-regulations-2021-last-amended-on-august-3-2021-_50517.html
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-delisting-of-equity-shares-regulations-2021-last-amended-on-august-3-2021-_50517.html
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LESSON 9 and 10 

SEBI (Share Based Employee Benefits and Sweat Equity) Regulations, 2021 

 

 
SEBI (Issue of Sweat Equity) Regulations, 2002 ("Sweat Equity Regulations") and SEBI (Share 

Based Employee Benefits) Regulations, 2014 (“SBEB Regulations”) were notified on September 

24, 2002 and October 28, 2014 respectively. The Sweat Equity regulations provided framework 

for issuance of Sweat Equity shares by listed companies and the SBEB Regulations provided 

framework to regulate Employee Stock Option Scheme, Employee Stock Purchase Scheme and 

other share based employee benefits. 

 

Further, to improve ease of doing business from a regulatory perspective, it was observed that, 

both the SBEB Regulations and the Sweat Equity Regulations regulate employee benefits arising 

out of and relating with the equity shares of listed companies, thus the possibility of merging both 

such regulations might be explored.  

 

Accordingly, the SEBI constituted the Expert Group to analyze the above proposals, and to 

provide its recommendations on the following: 

• Revisiting the framework of SBEB regulations and suggesting policy change thereto. 

• Revisiting the framework of SEBI Sweat equity regulations vis-à-vis the Companies Act, 

2013 and suggesting policy changes thereto. 

• Suggesting, whether it is advisable to combine both the regulations and if so, providing a 

draft of combined regulations. 

 

The changes in the two regulations and their merger into a single regulation were approved by 

SEBI in the Board Meeting held on August 06, 2021. Thereafter, the SEBI (Share Based 

Employee Benefits and Sweat Equity) Regulations, 2021 (herein referred as “New 

Regulations”) have been notified and become effective on August 13, 2021. 

 

Pursuant to this, the SEBI (Share Based Employee Benefits) Regulations, 2014 and SEBI 

(Issue of Sweat Equity) Regulations, 2002 (herein referred as “Erstwhile Regulations”) stand 

repealed. 

 

SHARE BASED EMPLOYEE BENEFITS 

(CHAPTER I, II and III) 

 

 

 

 
 

The provisions of these regulations shall apply to the following: - 

(i) employee stock option schemes;  

(ii) employee stock purchase schemes;  

(iii) stock appreciation rights schemes;  

(iv) general employee benefits schemes;  

(v) retirement benefit schemes; and  

(vi) sweat equity shares. 

 

 

BACKGROUND  

APPLICABILITY 
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employees; 
 

 

 

 

 

 
 

The provisions of these regulations shall apply to any company whose shares are listed on a 

recognised stock in India and who seeks to issue sweat equity shares or has a scheme:- 

 

 

 

 

 

 

 

 

The provisions pertaining to preferential issue as specified in the SEBI (Issue of Capital and 

Disclosure Requirements) Regulations, 2018 shall not be applicable in case of a company issuing 

new shares in pursuance and compliance of these regulations except wherever specifically 

provided for in these regulations. 

 

 

 

• “Employee”, except in relation to issue of sweat equity shares, means, —  

(i)  an employee as designated by the company, who is exclusively working in India or outside 

India; or  

(ii)  a director of the company, whether a whole time director or not, including a nonexecutive 

director who is not a promoter or member of the promoter group, but excluding an 

independent director; or  

(iii)  an employee as defined in sub-clauses (i) or (ii), of a group company including subsidiary 

or its associate company, in India or outside India, or of a holding company of the company, 

but does not include—  

(a) an employee who is a promoter or a person belonging to the promoter group; or  

(b) a director who, either himself or through his relative or through any body corporate, directly 

or indirectly, holds more than ten per cent of the outstanding equity shares of the company. 

 

• “Scheme” means a scheme of a company proposing to provide share based benefits to its employees 

under Chapters III of these regulations, which may be implemented and administered directly by 

such company or through a trust, in accordance with these regulations. 

 

• “Secretarial auditor” means a company secretary in practice appointed by a company under rule 

8 of the Companies (Meetings of Board and its Powers) Rules, 2014 to conduct secretarial audit 

pursuant to regulation 24A of the Securities and Exchange Board of India (Listing Obligations and 

COMPANIES COVERED 

NON- APPLICABILITY 

 IMPORTANT DEFINITIONS 
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Disclosure Requirements) Regulations, 2015. 

 

• “Employee stock option scheme or ESOS” means a scheme under which a company grants 

employee stock options to employees directly or through a trust. 

 

• “Employee stock purchase scheme or ESPS” means a scheme under which a company offers 

shares to employees, as part of public issue or otherwise, or through a trust where the trust may 

undertake secondary acquisition for the purposes of the scheme. 

 

• “General employee benefits scheme or GEBS” means any scheme of a company framed in 

accordance with these regulations, dealing in shares of the company or the shares of its listed 

holding company, for the purpose of employee welfare including healthcare benefits, hospital care 

or benefits, or benefits in the event of sickness, accident, disability, death or scholarship funds, or 

such other benefit as specified by such company. 

 

• “Retirement benefit scheme or RBS” means a scheme of a company framed in accordance with 

these regulations, dealing in shares of the company or the shares of its listed holding company, for 

providing retirement benefits to the employees subject to compliance with existing rules and 

regulations as applicable under laws relevant to retirement benefits in India. 

 

• “Sweat equity shares” means sweat equity shares as defined in sub-section (88) of section 2 of 

the Companies Act, 2013 (18 of 2013). 

 

• “Appreciation” means the difference between the market price of the share of a company on the 

date of exercise of SAR or the date of vesting of SAR, as the case may be, and the SAR price. 

 

• “Exercise” means making of an application by an employee to the company or to the trust for 

issue of shares or appreciation in form of cash, as the case may be, against vested options or vested 

SARs in pursuance of the schemes covered under Part A or Part C of Chapter III of these 

regulations, as the case may be. 

 

• “Exercise period” means the time period after vesting within which an employee can exercise 

his/her right to apply for shares against the vested option or appreciation against vested SAR in 

pursuance of the schemes covered under Part A or Part C of Chapter III of these regulations, as 

the case may be. 

 

• “Exercise price” means the price, if any, payable by an employee for exercising the option or 

SAR granted to such an employee in pursuance of the schemes covered under Part A or Part C of 

Chapter III of these regulations, as the case may be. 

 

• “Grant” means the process by which the company issues options, SARs, shares or any other 

benefits under any of the schemes. 

 

• “Grant date” means the date on which the compensation committee approves the grant. 
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Explanation,—For accounting purposes, the grant date will be determined in accordance with 

applicable accounting standards. 

 

• “Option” means the option given to an employee which gives such an employee a right to 

purchase or subscribe at a future date, the shares offered by the company, directly or indirectly, at 

a pre-determined price. 

 

• “Option grantee” means an employee having a right but not an obligation to exercise an option 

in pursuance of an ESOS. 

 

• “Relevant date” means,-  

 

(i) in the case of grant, the date of the meeting of the compensation committee on which 

the grant is made; or  

(ii) in the case of exercise, the date on which the notice of exercise is given to the company 

or to the trust by the employee. 

 

• “Stock appreciation right or SAR” means a right given to a SAR grantee entitling him to receive 

appreciation for a specified number of shares of the company where the settlement of such 

appreciation may be made by way of cash payment or shares of the company.  

Explanation 1,—A SAR settled by way of shares of the company shall be referred to as equity 

settled SAR.  

Explanation 2,—For the purpose of these regulations, any reference to stock appreciation right or 

SAR shall mean equity settled SARs and does not include any scheme which does not, directly or 

indirectly, involve dealing in or subscribing to or purchasing, securities of the company.  

 

• “Stock appreciation right scheme or SAR scheme” means a scheme under which a company 

grants SAR to employees. 

 

• "SAR grantee” means an employee to whom a SAR is granted. 

 

• “SAR price” means the base price defined on the grant date of SAR for the purpose of computing 

appreciation. 

 

• “Trust” means a trust established under the provisions of the Indian Trusts Act, 1882 (2 of 1882) 

including any statutory modification or re-enactment thereof, for implementing any of the schemes 

covered by these regulations. 

 

• “Vesting” means the process by which the employee becomes entitled to receive the benefit of a 

grant made to him/her under any of the schemes. 

 

• “Vesting period” means the period during which the vesting of option, SAR or a benefit granted 

under any of the schemes takes place. 
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1. A company may implement a scheme(s) either directly or by setting up an irrevocable trust(s). If 

the scheme is to be implemented through a trust, the same has to be decided upfront at the time of 

taking approval of the shareholders for setting up the scheme(s). 

 

However, if prevailing circumstances so warrant, the company may change the mode of 

implementation of the scheme subject to the condition that a fresh approval of the shareholders by 

a special resolution is obtained prior to implementing such a change and that such a change is not 

prejudicial to the interests of the employees. 

 

Further it is provided that if the scheme(s) involves secondary acquisition or gift or both, then it 

shall be mandatory for the company to implement such scheme(s) through a trust(s). 

 

2. A company may implement several schemes as permitted under these regulations through a 

single trust. 

However, such single trust shall keep and maintain- 

– proper books of account; 

– records and documents; 

for each such scheme so as to explain its transactions and to disclose at any point of time the 

financial position of each scheme and in particular give a true and fair view of the state of affairs 

of each scheme. 

3. The trust deed, under which the trust is formed, shall contain provisions as specified in Part A of 

Schedule – I of these regulations and such trust deed and any modifications thereto shall be 

mandatorily filed with the recognised stock exchange(s) in India where the shares of the company 

are listed. 

 

4. Any person can be appointed as a trustee of the trust, except in cases where such person— 

i. is a director, key managerial personnel or promoter of the company or its group 

company including its holding, subsidiary or associate company or any relative of such 

director, key managerial personnel or promoter; or  

ii. beneficially holds ten percent or more of the paid-up share capital or the voting rights 

of the company. 

However, where individual(s) or “one person company” as defined under the 

Companies Act, 2013 is appointed as trustee(s), there shall be a minimum of two such 

trustees, and in case a corporate entity is appointed as a trustee, then it may be the sole 

trustee. 

5. The trustees of a trust, which is governed under these regulations, shall not vote in respect of the 

shares held by such trust, so as to avoid any misuse arising out of exercising such voting rights. 

 

6. The trustee should ensure that the requisite approval from the shareholders has been obtained by 

the company in order to enable the trust to implement the scheme(s) and undertake secondary 

acquisition for the purposes of the scheme(s).  

 

IMPLEMENTATION OF SCHEMES THROUGH TRUST 
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7. The trust shall not deal in derivatives and shall undertake only delivery-based transactions for the 

purposes of secondary acquisition as permitted by these regulations.  

 

8. Subject to the requirements of the Companies Act, 2013 read with Companies (Share Capital and 

Debenture) Rules, 2014, as amended from time to time, as may be applicable, the company may 

lend monies to the trust on appropriate terms and conditions to acquire the shares either through 

new issue or secondary acquisition, for the purpose of implementation of the scheme(s). 

 

9. For the purpose of disclosures to the recognised stock exchange, the shareholding of the trust shall 

be shown as “non-promoter and non-public” shareholding.  

 

Explanation,—The shares held by the trust shall not form part of the public shareholding which 

needs to be maintained at a minimum of twenty five per cent as prescribed under the Securities 

Contracts (Regulation) Rules, 1957.  

 

10. Secondary acquisition in a financial year by the trust shall not exceed two per cent of the paid up 

equity capital of the company as at the end of the previous financial year. 

 

11. The total number of shares under secondary acquisition held by the trust shall at no point of time 

exceed the below mentioned limits as a percentage of the paid up equity capital of the company 

as at the end of the financial year immediately prior to the year in which the shareholders’ approval 

is obtained for such secondary acquisition: 

 

 

Sl. No. Particulars Limit 

A For the schemes enumerated in Part A, Part B or Part C of Chapter III of 

these regulations 

5% 

B For the schemes enumerated in Part D, or Part E of Chapter III of 

these regulations 

2% 

C For all the schemes in aggregate 5% 

 

12. The unappropriated inventory of shares which are not backed by grants, acquired through 

secondary acquisition by the trust under Part A, Part B or Part C of Chapter III of these regulations, 

shall be appropriated within a reasonable period which shall not extend beyond the end of the 

subsequent financial year, or the second subsequent financial year subject to approval of the 

compensation committee/nomination and remuneration committee for such extension to the 

second subsequent financial year. 

 

13. The trust shall be required to hold the shares acquired through secondary acquisition for a 

minimum period of six months except where they are required to be transferred in the 

circumstances enumerated in these regulations, whether off-market or on the platform of 

recognised stock exchange. 

 

14. The trust shall be permitted to undertake off-market transfer of shares only under the following 

circumstances: -  

(a) transfer to the employees pursuant to scheme(s);  

(b) while participating in an open offer under the Securities and Exchange Board of India 

(Substantial Acquisition of Shares and Takeovers) Regulations, 2011 or while participating in a 
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buy-back, delisting or any other exit offered by the company generally to its shareholders. 

 

15. The trust shall not become a mechanism for trading in shares and hence shall not sell the shares in 

secondary market except under the following circumstances:  

 

(a) to enable the employee to fund the payment of the exercise price, the amount necessary to meet 

his/her tax obligations and other related expenses pursuant to exercise of options granted under 

the ESOS;  

(b) on vesting or exercise, as the case may be, of SAR under the scheme covered by Part C of 

Chapter III of these regulations;  

(c) in case of emergency for implementing the schemes covered under Part D and Part E of Chapter 

III of these regulations, and for this purpose –  

(i) the trustee(s) shall record the reasons for such sale; and  

(ii) money so realised on sale of shares shall be utilised within a definite time period as 

stipulated under the scheme or trust deed.  

 

(d) participation in buy-back or open offers or delisting offers or any other exit offered by the 

company generally to its shareholders, if required; 

(e) for repaying the loan, if the unappropriated inventory of shares held by the trust is not 

appropriated within the timeline as provided above;  

(f) winding up of the scheme(s); and 

(g) based on approval granted by the Board to an applicant, for the reasons recorded in writing in 

respect of the schemes covered by Part A or Part B or Part C of Chapter III of these regulations, 

upon payment of a non-refundable fee of rupees one lakh to the Board along with the application 

by way of direct credit in the bank account through NEFT/RTGS/IMPS or any other mode allowed 

by the Reserve Bank of India. 

 

16. The trust shall be required to make disclosures and comply with the other requirements applicable 

to insiders or promoters under the Securities and Exchange Board of India (Prohibition of Insider 

Trading) Regulations, 2015 or any modification or re-enactment thereto. 

 

 

An employee shall be eligible to participate in the schemes of the company as determined by the 

compensation committee. 

 

(1) A company shall constitute a compensation committee for administration and superintendence of 

the schemes. Where the scheme is being implemented through a trust the compensation committee 

shall delegate the administration of such scheme(s) to the trust.  

(2) The compensation committee shall be a committee of such members of the Board of Directors of 

the company as provided under regulation 19 of the SEBI (Listing Obligations and Disclosure 

Requirements) Regulations, 2015, as amended from time to time. Provided that a company may 

also opt to designate its nomination and remuneration committee as the compensation committee 

for the purposes of these regulations. 

(3) The compensation committee shall, inter alia, formulate the detailed terms and conditions of the 

schemes which shall include the provisions as specified in Part B of Schedule – I of these 

regulations.  

ELIGIBILITY CRITERIA 

COMPENSATION COMMITTEE 
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(4) The compensation committee shall frame suitable policies and procedures to ensure that there is 

no violation of securities laws including the SEBI (Prohibition of Insider Trading) Regulations, 

2015 and the SEBI (Prohibition of Fraudulent and Unfair Trade Practices Relating to the Securities 

Market) Regulations, 2003, as amended from time to time, by the trust, the company and its 

employees, as may be applicable. 

 

 
 

 
 

Approval of shareholders by way of separate resolution in the general meeting shall be obtained 

by the company in case of: 

a) Secondary acquisition for implementation of the schemes. 

Such approval shall mention the percentage of secondary acquisition (subject to limits specified 

under these regulations) that could be undertaken; 

b) Secondary acquisition by the trust in case the share capital expands due to capital 

expansion undertaken by the company including preferential allotment of shares or 

qualified institutions placement, to maintain the five percent cap as prescribed in these 

regulations of such increased capital of the company; 

c) Grant of option, SAR, shares or other benefits, as the case may be, to employees of 

subsidiary or holding company; 

d) Grant of option, SAR, shares or benefits, as the case may be, to identified employees, 

during any one year, equal to or exceeding one per cent. of the issued capital (excluding 

outstanding warrants and conversions) of the company at the time of grant of option, 

SAR, shares or incentive, as the case may be. 

 

(1) A company may by special resolution of its shareholders vary the terms of the schemes offered 

pursuant to an earlier resolution of the general body but not yet exercised by the employees, if 

such variation is not prejudicial to the interests of the employees  

(2) A company shall be entitled to vary the terms of the schemes to meet any regulatory 

requirement without seeking shareholders’ approval by special resolution.  

SHAREHOLDERS APPROVAL 

A Scheme shall not be offered to employees
of a company unless the shareholders of the

company approve it by passing a special
resolution in the general meeting. 

Requirement for Shareholders Approval 

Explanatory statement shall be annexed with
notice and the resolution proposed to be
passed by shareholders for the schemes

shall include the information as specified by
the SEBI in this regard. 

Approval of shareholders by way of separate
resolution in the general meeting shall be

obtained by the company in 4 cases. 

VARIATION OF TERMS OF THE SCHEMES. 



28 

 

(3) The provisions of regulation 6 (Shareholders’ Approval) of these regulations shall apply to 

such variation of terms as they apply to the original grant of option, SAR, shares or other benefits, 

as the case may be.  

(4) The notice for passing a special resolution for variation of terms of the schemes shall disclose 

full details of the variation, the rationale therefor, and the details of the employees who are 

beneficiaries of such variation. 

 

(5) A company may reprice the options, SAR or shares, as the case may be, which are not 

exercised, whether or not they have been vested, if the schemes were rendered unattractive due to 

fall in the price of the shares in the stock market. 

Provided that the company ensures that such repricing is not detrimental to the interests of the 

employees and approval of the shareholders by a special resolution has been obtained for such 

repricing. 

 

 
 

In case of winding up of the schemes being implemented by a company, the excess monies or 

shares remaining with the trust after meeting all the obligations, if any, shall be utilised for 

repayment of loan or by way of distribution to employees or subject to approval of the 

shareholders, be transferred to another scheme under these regulations, as recommended by the 

compensation committee. 

 

 
 

• Option, SAR or any other benefit granted to an employee under the regulations shall not be 

transferable to any person. No person, other than the employee to whom the option, SAR or other 

benefit is granted, shall be entitled to the benefit arising out of such option, SAR or other benefit. 

 

• The option, SAR, or any other benefit granted to the employee shall not be pledged, hypothecated, 

mortgaged or otherwise alienated in any other manner.  

 

• In the event of death of the employee while in employment, all the options, SAR or any other 

benefit granted under a scheme to him/her till his/her death shall vest, with effect from the date of 

his/her death, in the legal heirs or nominees of the deceased employee, as the case may be.  

 

• In case the employee suffers a permanent incapacity while in employment, all the options, SAR 

or any other benefit granted to him/her under a scheme as on the date of permanent incapacitation, 

shall vest in him/her on that day.  

 

• In the event of resignation or termination of an employee, all the options, SAR or any other benefit 

which are granted and yet not vested as on that day, shall expire. 

 

 

In case a new issue of shares is made under any scheme, shares so issued shall be listed 

immediately on all recognised stock exchange(s) where the existing shares are listed, subject to 

the following conditions:  

(a) The scheme is in compliance with these regulations;  

WINDING UP OF THE SCHEMES 

NON-TRANSFERABILITY  

LISTING  
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(b) A statement, as specified in Part D of Schedule – I of these regulations, is filed and the 

company obtains an in-principle approval from the recognised stock exchange(s);  

(c) As and when an exercise is made, the company notifies the concerned recognised stock 

exchange(s) as per the statement as specified in Part E of Schedule – I of these regulations. 

 

 

In the case of every company which has passed a resolution for the scheme(s) under these 

regulations, the Board of Directors shall at each annual general meeting place before the 

shareholders a certificate from the secretarial auditors of the company that the scheme(s) has 

been implemented in accordance with these regulations and in accordance with the resolution of 

the company in the general meeting. 

 

 
 

 

 
 

Administration and 
Implementation 

 

 

Pricing 

 

 

Vesting Period 

 
 
 
Rights of the option holder 
 

 

Consequence of failure to 
exercise option 
 

 

 

Note :  

In regard to Vesting period, - 

• where options are granted by a company under an ESOS in lieu of options held by an employee 

under an ESOS in another company which has merged, demerged, arranged or amalgamated with 

the first mentioned company, the period during which the options granted by the transferor 

company were held by such employee shall be adjusted against the minimum vesting period. 

• In the event of death or permanent incapacity of an employee, the minimum vesting period of 

one year shall not be applicable and in such instances, the options shall vest in terms of sub-

CERTIFICATE FROM AUDITORS  

ADMINISTRATION OF SPECIFIC SCHEMES 

Employee Stock Option Scheme (ESOS) 

•An ESOS shall contain the details of the manner in which the scheme will be 
implemented and operated. ESOS shall not be offered unless the 
disclosures, as specified by SEBI in this regard, are made by the company to 
the prospective option grantees. 

•The company granting options to its employees pursuant to an ESOS 
shall be free to determine the exercise price subject to conforming to the 
accounting policies specified in these regulation. 

•There shall be a minimum vesting period of one year in case of ESOS. 

•The company may specify the lock-in period for the shares issued pursuant 
to exercise of option. 

•An employee shall not have right to receive any dividend or to vote or in any 
manner enjoy the benefits of a shareholder in respect of option granted to 
him/her, till shares are issued upon exercise of option. 

•The amount paid by the employee, if any, at the time of grant, vesting or 
exercise of option, - 

•may be forfeited by the company if the option is not exercised by the 
employee within the exercise period; or 

•may be refunded to the employee if the options are not vested due to non- 
fulfilment of conditions relating to vesting of option as per the ESOS. 
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regulation (4) of regulation 9 of these regulations, on the date of the death or permanent 

incapacity. 

 

 
 

 
 

Note :  

In regard to pricing and Lock-in- 

• where shares are allotted by a company under an ESPS in lieu of shares acquired by the employee 

under an ESPS in another company which has merged or amalgamated with the first mentioned 

company, the lock-in period already undergone in respect of shares of the transferor company 

shall be adjusted against the lock-in period.  

• In the event of death or permanent incapacity of an employee, the requirement of lock-in shall 

not be applicable from the date of death or permanent incapacity. 

 

 

 
 

Note : 

• In Point No. 1, in case of equity settled SAR scheme, if the settlement results in fractional 

shares, then the consideration for fractional shares should be settled in cash. 

Employee Stock Purchase Scheme (ESPS) 

 

 

 

 

 

 

Stock Appreciation Rights Scheme (SAR Scheme) 
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• In Point No. 2- 

o in a case where SAR is granted by a company under a SAR scheme in lieu of SAR 

held by the employee under a SAR scheme in another company which has merged or 

amalgamated with the first mentioned company, the period during which the SAR 

granted by the transferor company were held by the employee shall be adjusted against 

the minimum vesting period. 

o In the event of death or permanent incapacity, the minimum vesting period of one year 

shall not be applicable and in such instances, the options shall vest on the date of death 

or permanent incapacity. 

 

 
 

Administration and Implementation 

 

(1) GEBS shall contain the details of the scheme and the manner in which the scheme shall be 

implemented and operated.  

(2) The shares of the company or shares of its listed holding company shall not exceed ten per cent 

of the book value or market value or fair value of the total assets of the scheme, whichever is 

lower, as appearing in its latest balance sheet (whether audited or limited reviewed) for the 

purposes of GEBS.  

(3) The secretarial auditor of the company shall certify the above mentioned point (2) compliance 

at the time of adoption of such balance sheet by the company. 

 

 
 

Administration and Implementation 

(1) Retirement benefit scheme may be implemented by a company subject to compliance with 

these regulations and provisions of any other law in force in relation to retirement benefits.  

(2) The retirement benefit scheme shall contain the details of the benefits under the scheme and 

the manner in which the scheme shall be implemented and operated. 

(3) The shares of the company or shares of its listed holding company shall not exceed ten per 

cent of the book value or market value or fair value of the total assets of the scheme, whichever 

is lower, as appearing in its latest balance sheet (whether audited or limited reviewed) for the 

purposes of RBS.  

(4) The secretarial auditor of the company shall certify compliance with above mentioned point 

(3) at the time of adoption of such balance sheet by the company. 

 

ISSUE OF SWEAT EQUITY BY A LISTED COMPANY 

(CHAPTER IV) 

 

 

Nothing contained in this chapter shall apply to an unlisted company:  

Provided that an unlisted company coming out with initial public offer and seeking listing of its 

General Employee Benefits Scheme (GEBS) 

Retirement Benefit Scheme (RBS) 

Applicability 
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securities on the recognized stock exchange, pursuant to issue of sweat equity shares, shall 

comply with the Securities and Exchange Board of India (Issue of Capital and Disclosure 

Requirement) Regulations, 2018. 

 

The term ‘employee’ means,  

(i) an employee of the company working in India or abroad; or 

(ii) a director of the company whether a whole time director or not. 

 

A company whose equity shares are listed on a recognised stock exchange may issue sweat equity 

shares in accordance with section 54 of the Companies Act, 2013 and these regulations to its 

employees for their providing know-how or making available rights in the nature of intellectual 

property rights or value additions, by whatever name called. 

 

A company shall not issue sweat equity shares for more than fifteen percent of the existing paid 

up equity share capital in a year. However, the issuance of sweat equity shares in the company 

shall not exceed twenty five percent of the paid up equity share capital of the company at any 

time.  

Further, a company listed on Innovators Growth Platform shall be permitted to issue not more 

than fifteen percent of the paid up equity share capital in a financial year subject to overall limit 

not exceeding fifty percent of the paid up equity share capital of the company, up to ten years 

from the date of its incorporation or registration. 

 

(1) For the purposes of passing a special resolution under clause (a) of sub-section (1) of section 54 

of the Companies Act, 2013), the explanatory statement to be annexed to the notice for the 

general meeting pursuant to section 102 of the Companies Act, 2013 shall contain disclosures as 

specified in the Schedule – II of these regulations. 

(2) The issue of sweat equity shares to employees who belong to promoter or promoter group shall 

be approved by way of a resolution passed by a simple majority of the shareholders in general 

meeting. 

However, for passing such a resolution, voting through postal ballot and/or e-voting as specified 

under Companies (Management and Administration) Rules, 2014 shall also be adopted. 

Further, provided that the promoters/promoter group shall not participate in such resolution.  

(3) Each issue of sweat equity shares shall be voted by a separate resolution. 

(4) The resolution for issue of sweat equity shares shall be valid for a period of not more than twelve 

months from the date of passing of the resolution. 

Definition of employee in relation to issue of sweat equity shares 

 

Issue of sweat equity shares to employees 

Maximum quantum of sweat equity shares 

Special Resolution  
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The price of sweat equity shares shall be determined in accordance with the pricing requirements 

stipulated for a preferential issue to a person other than a qualified institutional buyer under the 

Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements) 

Regulations, 2018. 

 

(1) The valuation of the know-how or intellectual property rights or value addition shall be carried 

out by a merchant banker.  

(2) The merchant banker may consult such experts and valuers, as it may deem fit, having regard 

to the nature of the industry and the nature of the valuation of know-how or intellectual property 

rights or value addition.  

(3) The merchant banker shall obtain a certificate from an independent chartered accountant 

certifying that the valuation of the know-how or intellectual property rights or value addition is 

in accordance with the relevant accounting standards. 

 

Where the sweat equity shares are issued for a non-cash consideration, such non-cash 

consideration shall be treated in the following manner in the books of account of the company:-  

(a) where the non-cash consideration takes the form of a depreciable or amortizable asset, it shall 

be carried to the balance sheet of the company in accordance with the relevant accounting 

standards; or  

(b) where clause (a) is not applicable, it shall be expensed as provided in the relevant accounting 

standards. 

 

In the general meeting subsequent to the issue of sweat equity shares, the Board of Directors shall 

place before the shareholders, a certificate from the secretarial auditor of the company that the 

issue of sweat equity shares has been made in accordance with these regulations and in 

accordance with the resolution passed by the company authorizing the issue of such sweat equity 

shares. 

 

The amount of sweat equity shares issued shall be treated as part of managerial remuneration for 

the purpose of sections 196, 197 and other applicable provisions of the Companies Act, 2013, if 

the following conditions are fulfilled:  

(i) the sweat equity shares are issued to any director or manager; and  

(ii) the sweat equity shares are issued for non-cash consideration, which does not take the 

form of an asset which can be carried to the balance sheet of the company in 

accordance with the relevant accounting standards. 

Pricing of sweat equity shares 

 

 

 

 

  Valuation  

 

 

 

 

  Accounting Treatment  

 

 

 

 

  Placing of auditor’s certificate before annual general meeting 

 

 

 

  Ceiling on managerial remuneration 
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(1) The sweat equity shares shall be locked in for such period of time as specified in relation to 

a preferential issue under the Securities and Exchange Board of India (Issue of Capital and 

Disclosure Requirements) Regulations, 2018, as amended from time to time.  

(2) The provisions of the Securities and Exchange Board of India (Issue of Capital and 

Disclosures Requirements) Regulations, 2018 in respect of public issue in terms of lock-in and 

computation of promoters’ contribution shall apply if a company makes a public issue after it has 

issued sweat equity shares. 

 

The sweat equity shares issued by a listed company shall be eligible for listing subject to their 

issuance being in accordance with these regulations. 

 

Any acquisition of sweat equity shares shall be subject to the provisions of the Securities and 

Exchange Board of India (Substantial Acquisition of Shares and Takeovers) Regulations, 2011. 

 

The company shall ensure that –  

(a) the explanatory statement to the notice for general meeting contains the disclosures specified 

under clause (b) of sub-section (1) of section 54 of the Companies Act, 2013 and sub-regulation 

(1) of regulation 32 of these regulations.  

(b) the secretarial auditor’s certificate required under regulation 36 is placed in the general 

meeting of the shareholders.  

(c) the company, within seven days of the issue of sweat equity shares, sends a statement to the 

recognised stock exchange, disclosing:  

(i) number of sweat equity shares issued;  

(ii) price at which the sweat equity shares are issued;  

(iii) total amount received towards sweat equity shares;  

(iv) details of the persons to whom sweat equity shares have been issued; and  

(v) the consequent changes in the capital structure and the shareholding pattern before 

and after the issue of sweat equity shares. 

 

For details: https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-

board-of-india-share-based-employee-benefits-and-sweat-equity-regulations-2021_51889.html 

 

 

***** 

 

  Lock-in of sweat equity shares 

 

 

  Listing 

 

 

Applicability of the SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 

2011. 

 

 

General Obligations  

https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-share-based-employee-benefits-and-sweat-equity-regulations-2021_51889.html
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-share-based-employee-benefits-and-sweat-equity-regulations-2021_51889.html
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LESSON 11 

SEBI (Prohibition of Insider Trading) Regulations, 2015 

 

(1) SEBI (Prohibition of Insider Trading) (Second Amendment) Regulations, 2021 (August 5, 

2021)  

SEBI vide its notification dated August 05, 2021, amends the provisions of SEBI (Prohibition of 

Insider Trading) Regulations, 2015, which shall come into force on the date of their publication in 

the Official Gazette.  

 

Regulation 7D - Informant Reward 

The amendments has been made in regulation 7D which provides that SEBI may at its sole 

discretion, declare an Informant eligible for Reward provided that the amount of Reward shall be 

ten percent of the monetary sanctions and shall not exceed Rupees 10 crores (earlier Rs. 1 crores) 

or such higher amount as SEBI may specify from time to time.  

 

Further, a new sub-regulation 7D (1A) has been inserted which provides that if the total reward 

payable is less than or equal to Rupees One Crore, SEBI may grant the said reward upon the 

issuance of the final order by SEBI.  

 

Provided that in case the total reward payable is more than Rupees One Crore, SEBI may grant an 

interim reward not exceeding Rupees One Crore upon the issuance of the final order by SEBI and 

the remaining reward amount shall be paid only upon collection or recovery of the monetary 

sanctions amounting to at least twice the balance reward amount payable. 

 

For details: https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-

of-india-prohibition-of-insider-trading-second-amendment-regulations-2021_51932.html 

 

 

(2) CASE LAWS 

 

A  Hindustan Lever Ltd. Vs. SEBI 

 

Facts of the Case:  

• Hindustan Lever Ltd. (HLL) purchased 8 lakh shares of Brooke Bond India Ltd. (BBIL) from 

UTI two weeks prior to the public announcement of the merger of the two companies,  

• SEBI, suspecting insider trading, conducted inquiries & issued a show cause notice against 

HLL’s Chairman, all executive directors & company secretary alleging them with the charge of 

insider trading, 

• SEBI also awarded compensation to be paid by HLL to UTI,  

• HLL files an appeal to the appellate authority against SEBI order of imposition of penalty, 

pleading that an information to be UPSI should fulfill two major criteria as per the definition 

provided in the Insider Trading Regulations which are:  

(a) information must not be generally known or published by the company, and  

(b) if published or known, is likely to materially affect the price of securities of that company in 

the market (i.e. it should be a price sensitive information).  

• (HLL further adds that since the possibility of merger of the two companies appeared to have 

been generally speculated about & was probably already discounted by the market, this 

information (purchase of 8 lakh shares of BBIL) was not likely to have significantly impacted on 

the price at which the transaction between HLL & UTI concluded which was further strongly 

https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-prohibition-of-insider-trading-second-amendment-regulations-2021_51932.html
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-prohibition-of-insider-trading-second-amendment-regulations-2021_51932.html
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evidenced by the fact that UTI continued to sell the shares of BBIL in the market, after the merger, 

at prices close to the price at which they had sold shares to HLL.  

 

Decision of the Case:  

In its judgment, Appellate Authority decided that on the basis of above facts, it is not a sufficient 

ground to impose penalty on HLL as the information about the merger of two companies was a 

generally known (speculated about) information & further also did not affected the prices of 

securities of BBIL, materially (i.e. it was not a price sensitive information). 

 

B. Dilip Pendse vs. SEBI 

 

Facts of the Case:  

• Tata Finance Ltd. (TFL), a listed public company had a wholly owned subsidiary “Nishkalpa”,  

• Nishkalpa incurred huge losses which was bound to affect the balance sheet of TFL, significantly,  

• Well being aware of this fact, Mr.Dilip Phendse, MD of the company passed this information to 

his wife, who in turn sold off all her & her father-in-law’s holdings in TFL, including all other 

shares held by them in other group companies, at a significant gain, before this information became 

public,  

• Post disclosure of financial statements & the above information becoming public, there was a 

considerable fall in the market price of shares of TFL because of which the general investors of 

TFL suffered losses.  

 

Decision of the Case: 

SEBI found Mr. Dilip Phendse guilty of offence of Insider Trading in the above case. 

 

 

***** 
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LESSON 12 

 MUTUAL FUNDS 

 

(1) Enhancement of Overseas Investment limits for Mutual Funds  

(Circular No. SEBI/HO/IMD/IMD-II/DOF3/P/CIR/2021/571 dated June 03, 2021)  

SEBI has enhanced the overseas investment limits for mutual to a maximum of US $ 1 billion per 

Mutual Fund, within the overall industry limit of US $ 7 billion. Further, Mutual Funds can make 

investments in overseas Exchange Traded Fund (ETF(s)) subject to a maximum of US $ 300 

million per Mutual Fund, within the overall industry limit of US $ 1 billion. The new investment 

limit would come into force with immediate effect. 

In respect of investment limits to be disclosed in the scheme documents at the time of new fund 

offer (NFO) and the investment limits on ongoing schemes, SEBI prescribed that such limits would 

henceforth be soft limits for the purpose of reporting only by Mutual Funds on monthly basis in 

the prescribed format. 

For details: https://www.sebi.gov.in/legal/circulars/jun-2021/circular-on-enhancement-of-

overseas-investment-limits_50415.html 

 

(2) SEBI (Mutual Funds) (Second Amendment) Regulations, 2021 (August 5, 2021) 

SEBI vide its notification dated August 05, 2021, amends the provisions of SEBI (Mutual Funds) 

Regulations, 1996 which shall come into force on the 270th day from the date of their publication 

in the Official Gazette.  

The amendment, inter alia, has inserted a new sub-regulation 25(16A) under Asset management 

company and its obligations which provides that the asset management company shall invest such 

amounts in such schemes of the mutual fund, based on the risks associated with the schemes, as 

may be specified by the Board from time to time.  

 

For details: https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-

of-india-mutual-funds-second-amendment-regulations-2021_51695.html 

 

(3) Disclosure of risk-o-meter of scheme, benchmark and portfolio details to the investors  

(Circular No. SEBI/HO/IMD/IMD-II DOF3/P/CIR/2021/621 dated August 31, 2021)  

SEBI has clarified that Asset Management Companies (AMCs) shall disclose risk-ometer of the 

scheme and benchmark of the scheme in all its promotional material. AMCs shall provide a feature 

wherein a link is provided to investors to their registered email to enable the investor to directly 

view/download only the portfolio of schemes subscribed by the said investor. Further, AMCs shall 

enter into arrangements with their selected Index providers to provide the risk-o-meter for their 

benchmarks to the AMCs latest by the fifth day subsequent to the end of the month. The provisions 

of this circular shall be applicable with effect from October 1, 2021. 

 

For details: https://www.sebi.gov.in/legal/circulars/aug-2021/disclosure-of-risk-o-meter-of-

scheme-benchmark-and-portfolio-details-to-the-investors_52262.html 

 

https://www.sebi.gov.in/legal/circulars/jun-2021/circular-on-enhancement-of-overseas-investment-limits_50415.html
https://www.sebi.gov.in/legal/circulars/jun-2021/circular-on-enhancement-of-overseas-investment-limits_50415.html
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-mutual-funds-second-amendment-regulations-2021_51695.html
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-mutual-funds-second-amendment-regulations-2021_51695.html
https://www.sebi.gov.in/legal/circulars/aug-2021/disclosure-of-risk-o-meter-of-scheme-benchmark-and-portfolio-details-to-the-investors_52262.html
https://www.sebi.gov.in/legal/circulars/aug-2021/disclosure-of-risk-o-meter-of-scheme-benchmark-and-portfolio-details-to-the-investors_52262.html
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(4) Risk Management Framework (RMF) for Mutual Funds  

(Circular No. SEBI/HO/IMD/IMD-1 DOF2/P/CIR/2021/630 dated September 27, 2021)  

To protect the interests of investors and to ensure that mutual funds render high standard of service, 

SEBI has come out with a revised risk management framework. With the overall objective of 

management of key risks involved in mutual fund operation, the revised Risk Management 

Framework (RMF) shall provide a set of principles or standards, which inter alia comprise the 

policies, procedures, risk management functions and roles & responsibilities of the management, 

the Board of AMC and the Board of Trustees.  

SEBI’s new RMF terms risk management as an independent and specific function of the asset 

management company. For each risk such as investment risk, compliance risk, operational risk, 

and cyber security the asset management company should appoint a dedicated risk officer. In 

addition to these officials, there should be a chief risk officer (CRO) in each asset management 

company.  

The RMF seeks to clearly define the roles of risk personnel and mention the same on the fund 

house’s website. Though the CRO is responsible for the overall risk, along with the management, 

both board of AMC and trustees should also be responsible.  

AMCs shall perform a self-assessment of their RMF and practices and submit a report, thereon, to 

their Board along with the roadmap for implementation of the framework. Compliance with the 

RMF should be reviewed annually by the AMC.  

The detailed RMF for mutual funds are placed at Annexure-A to this circular.  

For details: https://www.sebi.gov.in/legal/circulars/sep-2021/risk-management-framework-rmf-

for-mutual-funds_52943.html 

 

(5) Guiding Principles for bringing uniformity in Benchmarks of Mutual Fund Schemes  

(Circular No. SEBI/HO/IMD/IMD-II DF3/P/CIR/2021/652 dated October 27, 2021)  

SEBI has issued guiding principles to standardize and bring uniformity in the Benchmarks of 

Mutual Fund Schemes. SEBI has decided that there would be two-tiered structure for 

benchmarking of schemes for certain categories of schemes. The first tier benchmark shall be 

reflective of the category of the scheme, and the second tier benchmark should be demonstrative 

of the investment style / strategy of the Fund Manager within the category. All the benchmarks 

followed should necessarily be Total Return Indices.  

For details: https://www.sebi.gov.in/legal/circulars/oct-2021/guiding-principles-for-bringing-

uniformity-in-benchmarks-of-mutual-fund-schemes_53539.html 

 

(6) Investment/ trading in securities by employees and Board members of AMC(s) and Trustees 

of Mutual Funds 

(Circular No. SEBI/HO/IMD/IMD-I DOF5/P/CIR/2021/654 dated October 28, 2021)  

SEBI came out with modified provisions for investment and trading in securities by employees of 

Asset Management Companies (AMCs) and trustees of mutual funds.  

This SEBI circular, interalia, provides that, to ensure that the employees of AMC(s), Board 

members of AMC(s) and Board members of Trustees, including Access Persons shall not take 

undue advantage of any sensitive information that they may have about any company or its 

securities or about the AMC’s schemes or its units, a category of "access persons" has been created.  

https://www.sebi.gov.in/legal/circulars/sep-2021/risk-management-framework-rmf-for-mutual-funds_52943.html
https://www.sebi.gov.in/legal/circulars/sep-2021/risk-management-framework-rmf-for-mutual-funds_52943.html
https://www.sebi.gov.in/legal/circulars/oct-2021/guiding-principles-for-bringing-uniformity-in-benchmarks-of-mutual-fund-schemes_53539.html
https://www.sebi.gov.in/legal/circulars/oct-2021/guiding-principles-for-bringing-uniformity-in-benchmarks-of-mutual-fund-schemes_53539.html
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“Access Person for the purpose of these Guidelines shall mean the Head of the AMC (designated 

as CEO/Managing Director/President or by any other name), Executive Directors, Chief 

Investment Officer, Chief Risk Officer, Chief Operation Officer, Chief Information Security 

Officer, Fund Managers, Dealers, Research Analysts, all employees in the Fund Operations 

Department, Compliance Officer and Heads of all divisions and/or departments or any other 

employee as decided by the AMC(s) and/or Trustees. Non-Executive Directors of the AMC/trustee 

company or trustees who are in possession of / have access to any non-public information which 

could materially impact the price of the securities, NAV of the schemes or interest of the 

unitholders shall also be deemed as Access Persons.”  

Further, it has been provided that all employees shall refrain from profiting from the purchase and 

sale or sale and purchase of any security within a period of 30 calendar days from the date of their 

personal transaction. However, in cases where it is done, the employee shall provide a suitable 

explanation to the Compliance Officer, which shall be reported to the Board of the AMC and the 

Trustees at the time of review.  

Provisions of the “cooling off” period may be relaxed for Access Persons, subject to the conditions 

specified by the SEBI.  

For details: https://www.sebi.gov.in/legal/circulars/oct-2021/investment-trading-in-securities-

by-employees-and-board-members-of-amc-s-and-trustees-of-mutual-funds_53618.html 

 

(7) SEBI (Mutual Funds) (Third Amendment) Regulations, 2021 (November 09, 2021) 

SEBI vide its notification dated November 09, 2021, amended the provisions of SEBI (Mutual 

Funds) Regulations, 1996, which shall come into force on the thirtieth day from the date of their 

publication in the Official Gazette. 

• Vide this notification the term Mutual fund defined under Regulation 2(1)(q) has been substituted 

as follows:  

“(q) “mutual fund” means a fund established in the form of a trust to raise monies through the 

sale of units to the public or a section of the public under one or more schemes for investing in 

securities, money market instruments, gold or gold related instruments, silver or silver related 

instruments, real estate assets and such other assets and instruments as may be specified by the 

Board from time to time:  

Provided that infrastructure debt fund schemes may raise monies through private placement of 

units, subject to conditions specified in these regulations:  

Provided further that mutual fund schemes investing in exchange traded commodity derivatives 

may hold the underlying goods in case of physical settlement of such contracts.”  

• Vide this amendment, the definitions of “silver exchange traded fund scheme” and “silver 

related instrument” have been inserted:  

Regulation 2(1)(wa) - “silver exchange traded fund scheme” shall mean a mutual fund scheme that 

invests primarily in silver or silver related instruments.  

Regulation 2(1)(wb) - “silver related instrument” shall mean such an instrument as may be 

specified by the Board from time to time, which has silver as the underlying product. 

For details: https://www.sebi.gov.in/legal/regulations/nov-2021/securities-and-exchange-

board-of-india-mutual-funds-third-amendment-regulations-2021_53855.html 

 

https://www.sebi.gov.in/legal/circulars/oct-2021/investment-trading-in-securities-by-employees-and-board-members-of-amc-s-and-trustees-of-mutual-funds_53618.html
https://www.sebi.gov.in/legal/circulars/oct-2021/investment-trading-in-securities-by-employees-and-board-members-of-amc-s-and-trustees-of-mutual-funds_53618.html
https://www.sebi.gov.in/legal/regulations/nov-2021/securities-and-exchange-board-of-india-mutual-funds-third-amendment-regulations-2021_53855.html
https://www.sebi.gov.in/legal/regulations/nov-2021/securities-and-exchange-board-of-india-mutual-funds-third-amendment-regulations-2021_53855.html
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Norms for Silver Exchange Traded Funds (Silver ETFs) and Gold Exchange Traded Funds 

(Gold ETFs). (Circular No. SEBI/HO/IMD/DF2/CIR/P/2021/668 Dated November 24, 2021) 

SEBI has specified the operating norms with respect to Silver ETFs, a move that will expand the 

options available for investing in commodities through exchanges. This comes after the SEBI 

earlier amended mutual funds regulations to have mechanism for silver ETFs. 

With respect to Silver ETFs/Gold ETFs, the following operating norms have been specified: 

• Investments: SEBI mandated that a Silver ETF Scheme shall invest at least 95% of the net assets 

of the scheme in Silver and Silver related instruments.  

• Disclosure of NAV: The NAV shall be disclosed on daily basis on the website of the AMC. 

Further, the indicative NAVs of Silver ETFs shall be disclosed on Stock Exchange platforms, 

where the units of these ETFs are listed, on continuous basis during the trading hours.  

• Disclosures: To enable the investors to take an informed decision, the SID shall, inter-alia, 

disclose the following:  

1. Tracking error and tracking difference,  

2. Market risk due to volatility in silver prices,  

3. Liquidity risks in physical or derivative markets impairing the ability of the fund to buy and sell 

silver,  

4. Risks associated with handling, storing and safekeeping of physical silver;  

5. Applicable tax provisions. 

• Dedicated Fund Manager: For commodity based funds such as Gold ETFs, Silver ETFs and 

other funds participating in commodities market, a dedicated fund manager with relevant skill and 

experience in commodities market including commodity derivatives market shall be appointed to 

manage the fund. However, it is clarified that dedicated fund manager(s) for each Commodity 

based fund is not mandatory. 

• Half Yearly Trustee Report: Physical verification of silver underlying the Silver ETF units shall 

be carried out by the statutory auditor of mutual fund and shall report the same to trustees on half 

yearly basis.  

The confirmation on physical verification of silver as stated above shall also form part of half 

yearly report by trustees to SEBI.  

For details: https://www.sebi.gov.in/legal/circulars/nov-2021/norms-for-silver-exchange-

traded-funds-silver-etfs-and-gold-exchange-traded-funds-gold-etfs-_54166.html 

 

 

 

***** 

 

 

 

 

 

 

 

 

https://www.sebi.gov.in/legal/circulars/nov-2021/norms-for-silver-exchange-traded-funds-silver-etfs-and-gold-exchange-traded-funds-gold-etfs-_54166.html
https://www.sebi.gov.in/legal/circulars/nov-2021/norms-for-silver-exchange-traded-funds-silver-etfs-and-gold-exchange-traded-funds-gold-etfs-_54166.html
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Lesson 14  

 Resolution of Complaints and Guidance 

 

(1) Streamlining issuance of SCORES Authentication for companies intending to list their 

securities on SEBI recognized stock exchanges  

(Circular No. SEBI/HO/OIAE/IGRD/CIR/P/2021/642 dated October 14, 2021)  

 

SEBI has introduced an online mechanism for obtaining SCORES (SEBI Complaints Redress 

System) credentials for all companies intending to list their securities on SEBI recognised stock 

exchanges. Companies shall attach a declaration, with the online form, on the letter head of the 

company signed by the Compliance Officer, as under  

 

a. Companies intending to list on Main Board: A Declaration that the DRHP has been submitted 

with SEBI. 

b. Companies intending to list on SME/Debt Platform of stock exchange: A Declaration that an 

application to list its securities has been submitted with the stock exchange/in-principal approval 

to list its securities has been obtained from the stock exchange.  

 

The SCORES credentials shall be sent to the e-mail id of the Compliance Officer/Dealing Officer 

as provided in the online form.  

 

In view of the same, companies are no longer required to submit a physical copy of Form-A or e-

mail the same to SEBI, as provided in SEBI circular dated December 18, 2014. This has been done 

as part of the SEBI green initiative and to streamline the redressal of investor grievances against 

companies before listing.  

 

SCORES is a platform designed to help investors lodge their complaints pertaining to the 

securities market online with SEBI against listed companies and SEBI-registered 

intermediaries. All complaints received are dealt through SCORES.  

 

For details: https://www.sebi.gov.in/legal/circulars/oct-2021/streamlining-of-issuance-of-scores-

authentication_53291.html 

 

 

***** 

 

 

 

 

 

 

 

 

 

https://www.sebi.gov.in/legal/circulars/oct-2021/streamlining-of-issuance-of-scores-authentication_53291.html
https://www.sebi.gov.in/legal/circulars/oct-2021/streamlining-of-issuance-of-scores-authentication_53291.html
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LESSON 15 

Structure of Capital Market 

 

(1) SEBI (Alternative Investment Funds) (Third Amendment) Regulations, 2021 (August 3, 

2021)  

SEBI vide its notification dated August 03, 2021, amends the provisions of SEBI (Alternative 

Investment Funds) Regulations, 2012, which shall come into force on the date of their publication 

in the Official Gazette. 

The amendment introduced a framework for, “accreditation agency”, “accredited investor” 

and “large value fund for accredited investors” as under: 

1) “accreditation agency” means a subsidiary of a recognized stock exchange or a subsidiary of 

a depository or any other entity as may be specified by the Board from time to time.  

2) “accredited investor” means any person who is granted a certificate of accreditation by an 

accreditation agency who,  

(i) in case of an individual, Hindu Undivided Family, family trust or sole proprietorship has:  

(A) annual income of at least two crore rupees; or  

(B) net worth of at least seven crore fifty lakh rupees, out of which not less than three crores 

seventy-five lakh rupees is in the form of financial assets; or  

(C) annual income of at least one crore rupees and minimum net worth of five crore rupees, out 

of which not less than two crore fifty lakh rupees is in the form of financial assets.  

(ii) in case of a body corporate, has net worth of at least fifty crore rupees;  

 

(iii) in case of a trust other than family trust, has net worth of at least fifty crore rupees;  

 

(iv) in case of a partnership firm set up under the Indian Partnership Act, 1932, each partner 

independently meets the eligibility criteria for accreditation:  

 

Provided that the Central Government and the State Governments, developmental agencies set 

up under the aegis of the Central Government or the State Governments, funds set up by the 

Central Government or the State Governments, qualified institutional buyers as defined under the 

Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements) 

Regulations, 2018, Category I foreign portfolio investors, sovereign wealth funds and 

multilateral agencies and any other entity as may be specified by the Board from time to time, 

shall deemed to be an accredited investor and may not be required to obtain a certificate of 

accreditation;”  

 

3) “large value fund for accredited investors” means an Alternative Investment Fund or 

scheme of an Alternative Investment Fund in which each investor (other than the Manager, 

Sponsor, employees or directors of the Alternative Investment Fund or employees or directors of 

the Manager) is an accredited investor and invests not less than seventy crore rupees;”  

 

The notification further provides that- 

• the minimum level of investment value i.e., Rs. 1 crore is not applicable to accredited investors. 

[Proviso to Reg. 10 (c)]  
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• large value funds for accredited investors may be permitted to extend its tenure of the close ended 

Alternative Investment Fund beyond 2 years, subject to terms of the contribution agreement, 

other fund documents and such conditions as may be specified by the SEBI from time to time. 

[Proviso to Reg.13(4)] 

• large value funds for accredited investors of Category I and II may invest up to 50% of the 

investable funds in an investee company directly or through investment in the units of other 

Alternative Investment Funds. [Proviso to Reg. 15(1)(c)]  

• large value funds for accredited investors of Category III may invest up to 20% of the investable 

funds in an investee company directly or through investment in units of other Alternative 

Investment Funds. [Proviso to Reg. 15(1)(d)] 

 

Modalities for implementation of the framework for Accredited Investors  

(Circular No. SEBI/HO/IMD/IMD-I/DF9/P/CIR/2021/620 dated August 26, 2021) 

 

SEBI has come out with detailed modalities for implementation of the Accredited Investors (AIs) 

framework, a move expected to open up a new channel of raising funds from sophisticated investors. 

The SEBI has issued guidelines on eligibility criteria for AIs, procedure as well as validation for 

accreditation, procedure to avail benefits linked to accreditation and flexibility to investors to 

withdraw ‘consent’. The SEBI had earlier this month introduced the concept of "Accredited 

Investors" in the securities market. 

 

For details:  

https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-

alternative-investment-funds-third-amendment-regulations-2021_51670.html 

 

https://www.sebi.gov.in/legal/circulars/aug-2021/circular-on-modalities-for-implementation-of-

the-framework-for-accredited-investors_52116.html 

 

(2) SEBI (Alternative Investment Funds) (Fifth Amendment) Regulations, 2021 (November 09, 

2021)  

 

SEBI vide its notification dated November 09, 2021, amended the provisions of SEBI (Alternative 

Investment Funds) Regulations, 2012, which shall come into force on the on the thirtieth day from 

the date of their publication in the Official Gazette. 

 

1)  Vide this notification, a definition of co-investment under Regulation 2(1)(fa) is inserted- 

 

“Co-investment” means investment made by a Manager or Sponsor or investor of Category I and 

II Alternative Investment Fund(s) in investee companies where such Category I or Category II 

Alternative Investment Fund(s) make investment: 

 

Provided that Co-investment by investors of Alternative Investment Fund shall be through a Co-

investment Portfolio Manager as specified under the Securities and Exchange Board of India 

(Portfolio Managers) Regulations, 2020;” 

 

2) In Regulation 15(1) related to General Investment Conditions by all categories of Alternative 

Investment Funds 

https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-alternative-investment-funds-third-amendment-regulations-2021_51670.html
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-alternative-investment-funds-third-amendment-regulations-2021_51670.html
https://www.sebi.gov.in/legal/circulars/aug-2021/circular-on-modalities-for-implementation-of-the-framework-for-accredited-investors_52116.html
https://www.sebi.gov.in/legal/circulars/aug-2021/circular-on-modalities-for-implementation-of-the-framework-for-accredited-investors_52116.html
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• clause (b) shall be substituted with the following, namely,-  

“(b) The terms of Co-investment in an investee company by a Manager or Sponsor or 

coinvestor, shall not be more favourable than the terms of investment of the Alternative 

Investment Fund:  

Provided that the terms of exit from the Co-investment in an investee company including 

the timing of exit shall be identical to the terms applicable to that of exit of the Alternative 

Investment Fund:  

Provided further that the above proviso shall be applicable only for coinvestment made 

from the date of coming into force of this regulation.”  

• clause (d) shall be substituted with the following, namely,-  

“(d) Category III Alternative Investment Funds shall invest not more than ten per cent of 

the net asset value in listed equity of an Investee Company and shall invest not more than 

ten per cent of the investable funds in securities other than listed equity of an Investee 

Company, directly or through investment in units of other Alternative Investment Funds:  

Provided that large value funds for accredited investors of Category III Alternative 

Investment Funds may invest up to twenty per cent of the net asset value in listed equity of 

an Investee Company and may invest up to twenty per cent of the investable funds in 

securities other than listed equity of an Investee Company, directly or through investment 

in units of other Alternative Investment Funds;”  

 

3) In Regulation 20 related to General Obligations, after sub-regulation (14) the following sub-

regulation has been inserted, namely- 

 “(15) The manager shall not provide advisory services to any investor other than the clients 

of Co-investment Portfolio Manager as specified in the Securities and Exchange Board of 

India (Portfolio Managers) Regulations, 2020, for investment in securities of investee 

companies where the Alternative Investment Fund managed by it makes investment.” 

 

For details: https://www.sebi.gov.in/legal/regulations/nov-2021/securities-and-exchange-

board-of-india-alternative-investment-funds-fifth-amendment-regulations-2021_53830.html 

 

 

 

***** 

 

  

https://www.sebi.gov.in/legal/regulations/nov-2021/securities-and-exchange-board-of-india-alternative-investment-funds-fifth-amendment-regulations-2021_53830.html
https://www.sebi.gov.in/legal/regulations/nov-2021/securities-and-exchange-board-of-india-alternative-investment-funds-fifth-amendment-regulations-2021_53830.html
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LESSON 16 

SECURITIES MARKET INTERMEDIARIES 

 

(1) SEBI (Bankers to an Issue) (Amendment) Regulations, 2021 (July 30, 2021)  

SEBI vide its notification dated July 30, 2021, amends the provisions of SEBI (Bankers to an 

Issue) Regulations, 1994, which shall come into force on the date of their publication in the Official 

Gazette.  

The amendment substitutes the term “banker to an issue” under the Regulation 2(aa) which means 

a scheduled bank or such other banking company as may be specified by the SEBI from time to 

time, carrying on any of the activities, including acceptance of application and application monies; 

acceptance of allotment or call monies; refund of application monies; payment of dividend or 

interest warrants. 

Further, Regulation 22 related to “Action on inspection or investigation report” has been 

substituted with- 

 “SEBI shall, after consideration of inspection or investigation report, take such action as it may 

deem fit and appropriate including action under Chapter V of the Securities and Exchange Board 

of India (Intermediaries) Regulations, 2008.”  

(Chapter V of SEBI intermediaries’ regulations deals with Action in case of default and manner 

of suspension or cancellation of the certificate.) 

 For details: https://www.sebi.gov.in/legal/regulations/jul-2021/securities-and-exchange-board-

of-india-bankers-to-an-issue-amendment-regulations-2021_51542.html 

 

(2) SEBI (Investment Advisers) (Third Amendment) Regulations, 2021 (August 3, 2021)  

SEBI vide its notification dated August 03, 2021, amends the provisions of SEBI (Investment 

Advisers) Regulations, 2013 which shall come into force on the date of their publication in the 

Official Gazette.  

• The amendment introduced a framework for “accreditation agency” & “accredited investor” 

which shall have the same meaning as assigned to it as per SEBI (Alternative Investment Funds) 

Regulations, 2012.  

(The definitions are covered above in Lesson 15 under the heading “SEBI (Alternative Investment 

Funds) (Third Amendment) Regulations, 2021”).  

• Further, Regulation 15A has been amended which provides that Investment Adviser shall be 

entitled to charge fees for providing investment advice from a client including an accredited 

investor in the manner as specified by the SEBI. 

For details: https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-

of-india-investment-advisers-third-amendment-regulations-2021_51672.html 

 

(3) SEBI (Portfolio Managers) (Third Amendment) Regulations, 2021 (August 3, 2021)  

SEBI vide its notification dated August 03, 2021, amended the provisions of SEBI (Portfolio 

Managers) Regulations, 2020, which shall come into force on the date of their publication in the 

Official Gazette. 

https://www.sebi.gov.in/legal/regulations/jul-2021/securities-and-exchange-board-of-india-bankers-to-an-issue-amendment-regulations-2021_51542.html
https://www.sebi.gov.in/legal/regulations/jul-2021/securities-and-exchange-board-of-india-bankers-to-an-issue-amendment-regulations-2021_51542.html
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-investment-advisers-third-amendment-regulations-2021_51672.html
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-investment-advisers-third-amendment-regulations-2021_51672.html
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The amendment introduced a framework for, “accreditation agency”, “accredited investor” 

and “large value accredited investor” as under:  

1) “accreditation agency” shall have the same meaning as assigned to it as per SEBI (Alternative 

Investment Funds) Regulations, 2012 (covered herein above in Lesson 15 under SEBI (Alternative 

Investment Funds) (Third Amendment) Regulations, 2021).  

2) “accredited investor” means any person who fulfils the eligibility criteria as specified by the 

Board and is granted a certificate of accreditation by an accreditation agency.  

3) “large value accredited investor” means an accredited investor who has entered into an 

agreement with the portfolio manager for a minimum investment amount of ten crore rupees.  

The notification further provides that- 

• The portfolio manager shall, before taking up an assignment of management of funds and portfolio 

on behalf of a client, enter into an agreement in writing with such client. However, the contents of 

agreement as specified shall not apply to the agreement between the portfolio managers and the 

large value accredited investors. [Insertion: Proviso to Reg. 22(1)]  

• The requirement of minimum investment amount of Rs. 50 lakh per client shall not apply to an 

accredited investor, subject to appropriate disclosures in the disclosure document and the terms 

agreed between the client and the portfolio manager. [Insertion: Proviso to Reg. 23(2)]  

• The portfolio manager may offer discretionary or non-discretionary or advisory services for 

investment up to 100% of the assets under management of the large value accredited investors in 

unlisted securities, subject to appropriate disclosures in the disclosure document and the terms 

agreed between the client and the portfolio manager. [Insertion: Reg. 24(4A)]. 

For details: https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-

of-india-portfolio-managers-third-amendment-regulations-2021_51674.html 

 

(4) SEBI (Foreign Portfolio Investors) (Amendment) Regulations, 2021 (August 3, 2021)  

SEBI vide its notification dated August 03, 2021, amends the provisions of SEBI (Foreign 

Portfolio Investors) Regulations, 2019, which shall come into force on the date of their publication 

in the Official Gazette.  

The amendment substitutes the Regulation 4 (c) (eligibility criteria of foreign portfolio 

investor) with the following, namely, –  

“(c) non-resident Indians or overseas citizens of India or resident Indian individuals may be 

constituents of the applicant provided they meet the conditions specified by the Board from time 

to time:  

Provided that resident Indian other than individuals, may also be constituents of the applicant, 

subject to the following conditions, namely –  

i. such resident Indian, other than individuals, is an eligible fund manager of the applicant, as 

provided under sub-section (4) of section 9A of the Income Tax Act, 1961 (43 of 1961); and  

ii. the applicant is an eligible investment fund as provided under subsection (3) of section 9A of 

the Income Tax Act, 1961 (43 of 1961) which has been granted approval under the Income Tax 

Rules, 1962;”  

For details: https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-

of-india-foreign-portfolio-investors-amendment-regulations-2021_51676.html 

https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-portfolio-managers-third-amendment-regulations-2021_51674.html
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-portfolio-managers-third-amendment-regulations-2021_51674.html
https://www.sebi.gov.in/legal/regulations/aug-2021/securities-and-exchange-board-of-india-foreign-portfolio-investors-amendment-regulations-2021_51676.html
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(5) Permitting non-scheduled Payments Banks to register as Bankers to an Issue  

(Circular No. SEBI / HO / MIRSD / MIRSD_DOR / P / CIR/ 605 / 2021 dated August 3, 2021) 

SEBI vide notification dated July 30, 2021, amended the SEBI (Bankers to an Issue) Regulations, 

1994 (BTI Regulations) thereby permitting such other banking company, as may be specified by 

the SEBI, from time to time, to carry out the activities of Bankers to an Issue (BTI), in addition to 

the scheduled banks. 

In this regard, non-scheduled Payments Banks, which have prior approval from Reserve Bank of 

India, shall be eligible to act as a Bankers to an Issue (BTI) subject to fulfilment of the conditions 

stipulated in the BTI Regulations. Further, Payments Banks registered as a BTI shall also be 

permitted to act as a Self-Certified Syndicate Bank subject to the fulfilment of the criteria laid 

down by the SEBI. The blocking / movement of funds from the investor to issuer shall only be 

made through the savings account of the investor held with the payments bank. 

For details: https://www.sebi.gov.in/legal/circulars/aug-2021/permitting-non-scheduled-

payments-banks-to-register-as-bankers-to-an-issue_51595.html 

 

(6) Dealing in unregulated products by SEBI registered Investment Advisers (October 21, 2021)  

SEBI noted that some registered Investment Advisers are engaged in unregulated activity by 

providing platform for buying/ selling/ dealing in unregulated products including digital gold. 

Undertaking such unregulated activity including dealing (i.e., advisory, distribution and execution/ 

implementation services) in digital gold by Investment Advisers is not in accordance with the 

provisions of Section 12(1) of the SEBI Act, 1992 read with the SEBI (Investment Advisers) 

Regulations, 2013.  

Investment Advisers are advised to refrain from undertaking such unregulated activities. Any 

dealing in unregulated activities by Investment Advisers may entail action as deemed appropriate 

under the SEBI Act, 1992 and regulations framed thereunder.  

For details: 

 

(7) SEBI (Portfolio Managers) (Fourth Amendment) Regulations, 2021 (November 09, 2021) 

SEBI vide its notification dated 9th November 2021 has notified the SEBI (Portfolio Managers) 

(Fourth Amendment) Regulations, 2021 to further amend the SEBI (Portfolio Managers) 

Regulations, 2020. They shall come into force on the thirtieth day from the date of their publication 

in the Official Gazette. 

The amendment is brought under regulation 2, through which it has inserted the term “Co-

investment Portfolio Manager”. 

Regulation 2(1)(fa) –  

“Co-investment Portfolio Manager” means a Portfolio Manager who is a Manager of a Category I 

or Category II Alternative Investment Fund(s); and:  

o provides services only to the investors of such Category I or Category II Alternative 

Investment Fund(s); and  

o makes investment only in unlisted securities of investee companies where such Category I 

or Category II Alternative Investment Fund(s) make investments:  

https://www.sebi.gov.in/legal/circulars/aug-2021/permitting-non-scheduled-payments-banks-to-register-as-bankers-to-an-issue_51595.html
https://www.sebi.gov.in/legal/circulars/aug-2021/permitting-non-scheduled-payments-banks-to-register-as-bankers-to-an-issue_51595.html
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Provided that the Co-investment Portfolio Manager may provide services to investors from 

any other Category I or Category II Alternative Investment Fund(s) which are managed by 

them and are also sponsored by the same Sponsor(s). 

 

(8) Publishing Investor Charter and Disclosure of Complaints by Merchant Bankers on their 

Websites  

(Circular No. SEBI/HO/CFD/DCR2/P/CIR/2021/0661 dated November 23, 2021)  

With a view to provide investors an idea about the various activities pertaining to primary market 

issuances as well as exit options like Takeovers, Buybacks or Delistings, an Investor Charter has 

been developed in consultation with the Merchant Bankers. This charter is a brief document in an 

easy to understand language and contains different services to the investors at one single place for 

ease of reference. All the registered Merchant Bankers are hereby advised to disclose on their 

website, Investor Charter for each of the following categories, as provided at Annexure-‘A’ to this 

circular – 

1. Initial Public Offer (IPO) and Further Public Offer (FPO) including Offer for Sale (OFS);  

2. Rights Issue;  

3. Qualified Institutions Placement (QIP);  

4. Preferential Issue;  

5. SME IPO and FPO including OFS;  

6. Buyback of Securities;  

7. Delisting of Equity Shares;  

8. Substantial Acquisitions of Shares and Takeovers. 

Additionally, in order to bring about transparency in the Investor Grievance Redressal Mechanism, 

it has also been decided that all the registered Merchant Bankers shall disclose on their respective 

websites, the data on complaints received against them or against issues dealt by them and 

redressal thereof, on each of the aforesaid categories separately as well as collectively, latest by 

7th of succeeding month, as per the format enclosed at Annexure- ‘B’ to this circular.  

The provisions of this circular shall come into effect from January 01, 2022. 

For details: https://www.sebi.gov.in/legal/circulars/nov-2021/publishing-investor-charter-and-

disclosure-of-complaints-by-merchant-bankers-on-their-websites_54147.html 

 

(9) Publishing Investor Charter and Disclosure of Complaints by Registrar and Share Transfer 

Agents (RTAs) on their Websites  

(Circular No. SEBI/HO/MIRSD/MIRSD_RTAMB/P/CIR/2021/670 dated November 26, 

2021) 

In order to facilitate investor awareness about various activities where an investor has to deal with 

RTAs for availing Investor Service Requests, SEBI has developed an Investor Charter for RTAs, 

inter-alia, detailing the services provided to Investors, Rights of Investors, various activities of 

RTAs with timelines, Dos and Don’ts for Investors and Grievance Redressal Mechanism. In this 

regard, all the registered RTAs shall take necessary steps to bring the Investor Charter, as provided 

at ‘Annexure – A’ to the notice of existing and new shareholders by way of:  

https://www.sebi.gov.in/legal/circulars/nov-2021/publishing-investor-charter-and-disclosure-of-complaints-by-merchant-bankers-on-their-websites_54147.html
https://www.sebi.gov.in/legal/circulars/nov-2021/publishing-investor-charter-and-disclosure-of-complaints-by-merchant-bankers-on-their-websites_54147.html
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a. disseminating the Investor Charter on their websites / through e-mail;  

b. displaying the Investor charter at prominent places in offices etc.  

Additionally, in order to bring about transparency in the Investor Grievance Redressal Mechanism, 

it has been decided that all the registered RTAs shall disclose on their respective websites, the data 

on complaints received against them or against issues dealt by them and redressal thereof, latest 

by 7th of succeeding month, as per the format enclosed at ‘Annexure - B’ to this circular  

The provisions of this circular shall come into effect from January 01, 2022.  

 

For details: https://www.sebi.gov.in/legal/circulars/nov-2021/publishing-investor-charter-and-

disclosure-of-complaints-by-registrar-and-share-transfer-agents-rtas-on-their-

websites_54224.html 
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MISCELLANEOUS 

 

(1) Securities and Exchange Board of India (Issue and Listing of Non-Convertible Securities) 

Regulations, 2021 (August 09, 2021)  

 

The SEBI vide e-Gazette notification dated August 09, 2021, has notified the Securities and 

Exchange Board of India (Issue and Listing of Non-Convertible Securities) Regulations, 2021. 

These regulations shall come into force on the seventh day from the date of its publication in the 

Official Gazette. Unless otherwise provided, these regulations shall apply to the: 

 a) issuance and listing of debt securities and nonconvertible redeemable preference shares by an 

issuer by way of public issuance;  

b) issuance and listing of non-convertible securities by an issuer issued on private placement 

basis which are proposed to be listed; and 

c) listing of commercial paper issued by an issuer in compliance with the guidelines framed by 

the Reserve Bank of India.  

 

The Securities and Exchange Board of India (Issue and Listing of Debt Securities) Regulations, 

2008 and the Securities and Exchange Board of India (Issue and Listing of Non-Convertible 

Redeemable Preference Shares) Regulations, 2013 shall stand repealed from the date on which 

these regulations come to force. 

 

The objective to bring out these regulations is to simplify and to align the Regulations in line 

with the various circulars/guidance and various provisions of the regulations, issued by SEBI and 

improve the structure of the regulations in order to enhance readability. Also, to identify policy 

changes in line with the present market practices and the prevailing regulatory environment and 

to ease doing business.  

 

For details: https://www.egazette.nic.in/WriteReadData/2021/228840.pdf 

 

https://www.egazette.nic.in/WriteReadData/2021/228840.pdf

