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EXECUTIVE PROGRAMME

SECURITIES LAWS AND CAPITAL MARKETS

The securities markets are vital to the growth, development and strength of market economies and
the maturity of an economy are decided based on the robustness of securities market of an economy.
Considering that the Securities market is the core area of practice for the Company Secretaries, it
becomes very important for the professionals to be fully aware of various laws and regulations, both
for practice and guiding the Board of Directors on securities laws related matters. The securities
market is governed by various regulations enacted in the course of time by the competent legislative
body and regulating bodies. This study is divided into two Parts, Part I deals with Securities Laws and
Part Il deals with Capital Market & Intermediaries.

Part I of the Study provides an in depth analysis of the legal principles applicable to listed companies
in addition to the Companies Act, 2013. The Regulatory Body Securities Exchange Board of India
(SEBI) having extended SEBI’s jurisdiction over corporates in the issuance of capital and transfer of
securities, during the course of time has come out with several regulations for smooth functioning of
the market, thereby also giving paramount importance to the stakeholders. Therefore, this study
discusses various legislative and regulatory guidance such as Securities Contracts (Regulation) Act,
1956, Depositories Act, 1996, SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2018,
SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015, SEBI (Prohibition of
Insider Trading) Regulations, 2015, etc.

Part II of the study deals with analyses of the secondary market or the capital market, which is the
bridge between the investors and the corporates. There are several intermediaries and institutions
involved in dealing with the capital market. SEBI has also jurisdiction over all such intermediaries
and persons associated with the securities market. In connection with the same, SEBI has regulated
their functioning through various regulations, which have been discussed in this part.

In the era of plethora of legislations, rules, and regulations, a Company Secretary professional is
expected to be well aware of these rules and principles, as these compliances make the functioning of
the markets smooth while violations leads to severe penalties.

This study material is published to aid the students in preparing the paper on Securities Laws and
Capital Markets for Executive Programme. It is part of the educational kit and takes the students step
by step through each phase of preparation emphasizing key concepts, principles, legal fundamentals
and procedures. Company Secretaryship being a professional course, the examination standards are
set very high, with focus on knowledge of concepts, their application, procedures and case laws, for
which sole reliance on the contents of this study material may not be enough. This study material
may, therefore, be regarded as the basic material and must be read alongwith the Bare Acts, Rules,
Regulations, Case Law.

The legislative changes made upto July, 2021 have been incorporated in the study material. The
students to be conversant with the amendments to the laws made upto six months preceding the date
of examination. It may happen that some developments might have taken place during the printing of
the study material and its supply to the students. The students are therefore advised to refer to the
updations at the Regulator’s website, Supplement relevant for the subject issued by ICSI and ICSI
Journal Chartered Secretary and other publications for updation of study material.
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In the event of any doubt, students may write to the Directorate of Academics of the Institute for
clarification at academics@icsi.edu.

Although due care has been taken in publishing this study material, the possibility of errors, omissions
and/or discrepancies cannot be ruled out. This publication is released with an understanding that
the Institute shall not be responsible for any errors, omissions and/or discrepancies or any action
taken in that behalf.

Should there be any discrepancy, error or omission noted in the study material, the Institute shall be

obliged if the same is brought to its notice for issue of corrigendum in the e-bulletin ‘Student Company
Secretary’.
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LEGAL AND REGULATORY FRAMEWORK

The Legal and Regulatory Framework of Securities Laws and Capital Markets in India is given below :
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EXECUTIVE PROGRAMME
Module 2

Paper 6
SECURITIES LAWS AND CAPITAL MARKETS (Max Marks 100)

Syllabus

Partl: To provide expert knowledge in the legislations, rules and regulations governing the entities
listed on the stock exchanges.

PartII: To provide the basic understanding of the working of capital markets in India.

PART I : SECURITIES LAWS (70 MARKS)

Detailed Contents

1. Securities Contracts (Regulation) Act, 1956 : Objectives of the SCR Act, Rules and Regulations
made there under; Important Definitions; Recognized Stock Exchange, Clearing Corporation;
Publicissue and listing of securities; Rules relating to Public Issue and Listing of Securities under
Securities Contracts (Regulation) Rules, 1957.

2. Securities and Exchange Board of India Act, 1992: Objective; Powers and functions of SEBI;
Securities Appellate Tribunal; Penalties and appeals.

3. Depositories Act, 1996 : Depository System in India; Role & Functions of Depositories; Depository
Participants; Admission of Securities; Dematerialization & Re-materialisation; Depository Process;
Inspection and Penalties; Internal Audit and Concurrent Audit of Depository Participants.

4. An Overview of SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2009.

SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2009 rechristened as SEBI
(Issue of Capital and Disclosure Requirements) Regulations, 2018.

5. AnOverview of SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015.
An Overview of SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 2011.

7. SEBI (Buyback of Securities) Regulations, 1998 : Conditions of buy-back; Buy back Methods:
Tender Offer, Open Market (Book building and Stock Exchange); General obligations; Penalties.

SEBI (Buyback of Securities) Regulations, 1998 rechristened as SEBI (Buyback of Securities)
Regulations, 2018.

8. SEBI (Delisting of Equity Shares) Regulations, 2009 : Delisting of Equity Shares; Voluntary
Delisting; Exit Opportunity; Compulsory Delisting.

SEBI (Delisting of Equity Shares) Regulations, 2009 rechristened as SEBI (Delisting of Equity
Shares) Regulations, 2021.

9. An Overview of SEBI (Share Based Employee Benefits) Regulations, 2014.
10. An Overview of SEBI (Issue of Sweat Equity) Regulations, 2002.

11. SEBI (Prohibition of Insider Trading) Regulations, 2015 : Unpublished price sensitive
information (UPSI); Disclosures; Codes of fair disclosure and conduct; Penalties and Appeals.
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12.

13.

14.

Mutual Funds : Types of Mutual Funds and Schemes; Key players in Mutual Funds: Sponsor,
Asset Management Company, Trustee, Unit holder, Evaluating performance of Mutual funds- Net
Asset Value, Expense Ratio, Holding Period Return.

Collective Investment Schemes : Regulatory Framework; Restrictions on Business Activities;
Submission of Information and Documents; Trustees and their Obligations.

SEBI(Ombudsman) Regulations, 2003 : Procedure for Redressal of Grievances; Implementation
of the Award; Display of the particulars of the Ombudsman, SCORES, SEBI (Informal Guidance)
Scheme, 2003.

This Lesson has renamed as "Resolution of Complaints and Guidance".

Case Laws, Case Studies & Practical Aspects

15.

16.

PART II: CAPITAL MARKET & INTERMEDIARIES (30 MARKS)

STRUCTURE OF CAPITAL MARKET
i.  Primary Market

(a) Capital Market Investment Institutions-Domestic Financial Institutions (DFI), Qualified
Institutional Buyers (QIB), Foreign Portfolio Investors (FPI), Private Equity, Angel Funds, HNIs,
Venture Capital, Pension Funds, Alternative Investment Funds.

(b) Capital Market Instruments-Equities, Preference Shares, Shares with Differential Voting Rights,
Corporate Debt, Non-Convertible Debentures (NCD), Partly, Fully and Optionally Convertible
Debentures, Bonds, Foreign Currency Convertible Bonds (FCCB), Foreign Currency Exchangeable
Bonds (FCEB) Indian Depository Receipts (IDR), Derivatives, Warrants;

(c) Aspects of Primary Market- Book Building, ASBA, Green Shoe Option.
ii. Secondary Market

Development of Stock market in India; Stock market & its operations, Trading Mechanism, Block and
Bulk deals, Grouping, Basis of Sensex, Nifty; Suspension and Penalties; Surveillance Mechanism; Risk
management in Secondary market, Impact of various Policies on Stock Markets such as Credit Policy
of RBI, Fed Policy, Inflation index, CPI, WP], etc.

Securities Market intermediaries : Primary Market and Secondary Market Intermediaries: Role and
Functions, Merchant Bankers, Stock Brokers, Syndicate Members, Registrars and Transfer Agents,
Underwriters, Bankers to an Issue, Portfolio Managers, Debenture Trustees, Investment Advisers, Research
Analysts, Market Makers, Credit Rating Agencies; Internal Audit of Intermediaries by Company Secretary
in Practice.

Case Laws, Case Studies & Practical Aspects.
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LESSON WISE SUMMARY
SECURITIES LAWS AND CAPITAL MARKETS

PART I - SECURITIES LAWS

Lesson 1 - Securities Contracts (Regulation) Act, 1956

Stock Market plays a significant role in the development of Economy. Stock Market facilitates mobilization of
funds from small investors and channelizes these resources into various development needs of various sectors
of the economy. The Securities Contracts (Regulation) Act, 1956 (“SCRA”) is an important piece of legislation
which regulates the stock exchanges and contracts in securities.

The SCRA was enacted to prevent undesirable exchanges in securities and to control the working of stock
exchange in India. It came into force on February 20, 1957. This Act gives powers to regulate and govern the
stock exchanges and their working. There are certain powers which are delegated to SEBI under this Act.

The Government of India promulgated the Securities Contracts (Regulations) Rules, 1957 (“SCRR”) for carrying
into effect the objects of the SCRA.

The SCRA and SCRR also prescribes the conditions for listing of securities on the stock exchanges. It also
provides for amount of public holding required in every public company seeking listing.

This lesson will give an insight into the various Powers of Central Government, Stock Exchange and SEBI under
the SCRA Act, the penal provisions, procedures, offences, the procedure for appeal to SAT, Right of Investors and
various listing and delisting provisions under Securities Contract (Regulations) Rules, 1957 etc. At the end of
this lesson, the student will able to understand:

e Registration of stock exchange(s);

e Powers of Central Government in various cases;

e Powers of Recognised Stock Exchange to make rules and bye-laws;

e Powers of SEBI under SCRA;

e Clearing Corporation and its functions;

e Issue of securities to the Public;

e Delisting of securities from recognised stock exchange;

e Procedure to file an appeal to Securities appellate tribunal;

e Various penalties for various offences as prescribed under the Act; and

e Requirements for listing of securities with recognised stock exchange;
Lesson 2 - Securities and Exchange Board of India Act, 1992

With an aim to regulate the securities market in India, the Govt. of India set up a regulatory body i.e. Securities
and Exchange Board of India (‘SEBI’) in 1988. It became an autonomous body by the Government of India on 12
April 1992 and given statutory powers in 1992 with SEBI Act, 1992 being passed by the Indian Parliament. The
Preamble of the Securities and Exchange Board of India is “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”.

The SEBI Actis the main Act from which several other Rules and Regulations have originated. The Act constitutes
a Board (“the SEBI”) to protect the investors’ interest in securities and to promote the development and to
regulate the securities market. The SEBI replaces the erstwhile Controller of Capital Issues. The SEBI has
various powers under the Act including to issue various Regulations to better regulate the securities market
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and for better investor protection. It governs and regulates the market intermediaries. It has wide powers of
investigation, survey, search and seizure, powers to impound documents, take statements on oath, etc. Thus, the
powers enshrined in the SEBI are of a very wide amplitude. It also has powers to issue “directions, e.g., cease
and desist” orders, by virtue of which, it can prohibit any person or intermediary from carrying out certain
operations. The Act provides for stringent penalties for different types of offences and violations.

The objective of this lesson, is to provide a broader information regarding various powers and functions of
SEBI, various stringent penalties for protecting the interest of investors and and inspection of various regulated
entities, etc. to the students. At the end of this lesson, the student will able to understand :

. Powers and functions of SEBI;

. Conditions for offer of collective investment scheme by a company;

. Investigations procedure by the SEBI;

o Various penalties imposed by the SEBI for various failures, default, non-disclosure and other offenses;
. Procedure & Conditions for registration of an intermediaries; and

. Formation of the Securities Appellant Tribunal, its compositions, tenure, requirements for appeal
and its powers.

Lesson 3 - Depositories Act, 1996

A Depository is an organization like a Central Bank where the securities of a shareholder are held in the
electronic form at the request of the shareholder through the medium of a Depository Participant. A DP can be
a bank, financial institution, a broker, or any entity eligible as per SEBI norms and is responsible for the final
transfer of shares from the depository to investors. The investor, at the end of a transaction receives a
confirmation from the depository.

In India, there is Depository System for securities trading in which book entry is done electronically and no
paper work is involved. The physical form of securities is extinguished and shares or securities are held in an
electronic form. Before the introduction of the depository system through the Depository Act, 1996, the process
of sale, purchase and transfer of securities was a huge problem, and there was no safety at all.

The Depositories Act, 1996 provides a legal framework for establishment of depositories to facilitate holding of
securities including shares in the demat form (electronic form) and to effect transfer of securities through book
entry. The Act establishes the depository system in India by providing for setting up of one or more depositories
to enable the investors to hold securities in non-physical form (known as dematerialized form) and to affect
transfer of securities by way of book entries in accounts maintained by the depository.

Every depository is required to be registered with SEBI and will have to obtain a Certificate for commencement
of business on fulfillment of the prescribed conditions. There are two types of depositories in India, namely
National Securities Depository Limited (NSDL) and Central Depository Services Limited (CDSL). The functioning
of Depository and its constituents in India is primarily governed by the Depository Act 1996, SEBI (Depository
& Participant) Regulations, 2018, Bye-laws and business rules of respective depositories.

The operational and functional issues relating to depository system have been discussed in this lesson to give
an idea of the practical implications of various statutory and regulatory provisions. Further, a Practising
Company Secretary has been recognised by SEBI for various types of Audit of Depository participants. At the
end of this lesson, the student will able to understand :

. Basics of depository and its benefits;

. Models of depository and its functions;

. Process of dematerialisation and rematerialisation of securities;
. Securities which are eligible to be issue in depository mode;

. The concept of fungibility and rights of depository & beneficial owner;
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. The applicability of SEBI (Depositories and Participants) Regulations, 2018;
. Audit of depositories i.e., Internal Audit and Concurrent Audit by a Practising Company Secretary; and

. Audit of Reconciliation of Share Capital by a Practising Company Secretary.

Lesson 4 - An Overview of SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2018

The SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2009 (the ICDR Regulations) were
notified with the objective to bring more clarity to the provisions of the rescinded SEBI DIP Guidelines by
removing the redundant provisions and modifying certain provisions on account of changes necessitated due
to market design.

The SEBI in order to align its provisions under ICDR Regulations with the Companies Act, 2013 and allied
regulations, had come with its consultation paper on May, 04, 2018 detailing the suggestive changes under
various fund raising options by listed issuers. The SEBI constituted a committee named “ICDR Committee”
under the chairmanship of Sri Prithvi Haldea in June, 2017 to review the ICDR Regulations which suggested
certain policy changes in continuation to the same, the SEBI on September, 11, 2018 notified the SEBI (ICDR)
Regulations, 2018 effective from the 60th day of its publication in official Gazette. SEBI (ICDR) Regulations,
2018, lay down various provisions and procedures for various types of issue including public and rights issue.

SEBI's emphasis on disclosure based regulation has witnessed a proliferation of disclosure norms for various
types of capital raising activities by Indian companies. SEBI has gradually expanded the disclosure norms and
prospectus requirements, culminating in the presently applicable SEBI ICDR Regulations. It lay down guidelines
relating to conditions for various kinds of issues including public and rights issue. The ICDR Regulations provide
detailed provisions relating to public issue such as conditions relating to an IPO and Further Public Offer (FPO),
conditions relating to pricing in public offerings, conditions governing promoter’s contribution, restriction on
transferability of promoter’s contribution, minimum offer to public, reservations, manner of disclosures in offer
documents, etc.

At the end of this lesson, the student will able to understand:
. Types of [ssue;
. Concept of draft offer document, letter of offer and red herring prospectus;
. Contribution of promoters in case of Public Issue & exemption from the same;
. Concept of underwriting, Opening of Public issue & Minimum Subscription;
. Minimum number of share applications and application money;
. Pre-issue advertisement & Post issue advertisement;
. Restriction on further issue of capital & Reservation on competitive basis; and

. Detailed procedure for issue of securities by companies.

Lesson 5 - An Overview of SEBI (Listing Obligations and Disclosure Requirements) Regulations,
2015

Listing agreement means where the securities are listed on the application of any person in any recognised
stock exchange, such person shall comply with the conditions of the listing agreement with that stock exchange.
Itis a basic document which is executed between companies and the stock exchange when companies are listed
on the stock exchange. Listing Agreement entered into by listed companies with the stock exchanges prescribes
initial and continuous disclosure norms. The modifications to provisions of Listing Agreement are prescribed
by SEBI. The Listing Agreement has been modified from time to time to align with the regulatory requirements
arising out of the dynamic changes in the capital market.

With a view to consolidate and streamline the provisions of existing listing agreements for different segments
of the capital market and to align the provision relating to listed entities with the Companies Act 2013, SEBI has
notified the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 hereinafter referred as
‘Listing Regulations’.



The SEBI Listing Regulations lay down the broad principles for periodic disclosures to be given by the listed
entities operating in different segments of the capital markets. The Listing Regulations have been structured to
provide ease of reference by consolidating into one single document across various types of securities listed on
the Stock Exchanges.

This lesson will give an overview of :
. Obligations of listed entities;
. Various compliances & disclosures required to be made by the listed entities;
. Types of Board committee under listing regulations;
. Concept of Vigil Mechanism and Related Party Transactions; and

. Role of Company Secretary as a compliance officer as per listing regulations.

Lesson 6 - An Overview of SEBI (Substantial Acquisition of Shares and Takeovers) Regulations,
2011

One of the most popular modes of corporate expansion is by the acquisition of an existing company. However,
when the company being acquired is a listed company, then along with the promoters’ stake, there are a lot of
other interests, such as, public shareholders, financial institutions, foreign shareholders, etc. It is essential that
all these shareholders also get a fair deal in case of an acquisition. To address all such concerns, SEBI has framed
the SEBI (Substantial Acquisition of Shares and Takeover) Regulations, 1997 which have evolved significantly
over the years and notified the SEBI (Substantial Acquisition of Shares and Takeover) Regulations, 2011 (‘SAST
Regulations’) repealing the old regulation, providing for Acquisition of shares and takeover of listed companies
popularly known as “Takeover Code”.

Takeover code prescribes a systematic framework for acquisition of stake in listed companies. By these laws the
regulatory system ensures that the interests of the shareholders of listed companies are not compromised in
case of an acquisition or takeover. It also protect the interests of minority shareholders, which is also a
fundamental attribute of corporate governance principle.

After going through this lesson, the students will have the knowledge about the various procedural aspects of
takeover by an acquirer and target company with respect to acquisitions and takeover. At the end of this lesson,
the student will have the conceptual clarity about the following aspects of SEBI Takeover Code:

. Triggering point while making an open offer by an acquirer;

. Open offer to the public;

. ConceptofPublicannouncementi.e., timing of Publicannouncement & Detailed Publicannouncement;
. Procedural compliances related to letter of offer, opening of the offer etc.;

. Obligations of the acquirer and target company;

. Various disclosures requirements;

. Exemptions available to the acquirer in case of open offer; and

. Practical aspects of takeover.

Lesson 7 - SEBI (Buy-Back of Securities) Regulations, 2018

Buy-back of securities is a corporate financial strategy which involves capital restructuring and is resorted by
companies to achieve the varied objectives of increasing earnings per share, averting hostile takeovers,
improving returns to stakeholders and realigning the capital structure.

Buy-back of securities, like any other transaction of corporate restructuring, brings into play several issues,
both financial and non-financial, and the process of buy-back needs to be structured in a way that all the issues
are taken care of favourably.

The concept of buy-back was introduced in the Companies Act, 1956 by the Companies (Amendment) Act, 1999
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by the insertion of Sections 77A, 77AA and 77B. Consequently, SEBI also issued the SEBI (Buy-Back of Securities)
Regulations, 1998 (“Old Regulation”) on 14th November 1998 with an objective of simplyfying the language,
removing redundant provisions and inconsistencies updating the references to the Companies Act, 2013 /other
new SEBI Regulations and incorporating the relevant circulars, FAQ’s informal guidance in the regulations, the
SEBI notified the SEBI (Buyback of Securities) Regulations, 2018 on September 11, 2018 repeal the old
Regulation. These regulations are applicable to the buyback of securities of a company listed on a stock exchange.
Under the Companies Act, 2013 buyback is governed by sections 68, 69 and 70 and listed companies are
governed by the SEBI (Buy-Back of Securities) Regulations, 2018.

This lesson will give an insight to the students into various methods of buy back available, prohibitions,
objectives and process of buy back etc. At the end of this lesson, the student will able to understand:

. Methods of buy back of securities;

. Procedure for buyback of securities from existing or security shareholders, from open market and
from odd-lot holders;

. Compliances related to extinguishing of bought back securities; and
. Obligations of the company and Merchant Banker.

Lesson 8 - SEBI (Delisting of Equity Shares) Regulations, 2021

With the new trends towards regulatory simplification to facilitate growth of businesses, barriers to free entry
and exit to companies could ultimately prove to be prohibitive in terms of loss of Capital, resources and expertise.
Internationally, stock exchanges do not impose any restriction on delisting and allow delisting subject to certain
conditions such as minimum notice period for the company, exit offers to investors, etc.

Similarly in India, SEBI (Delisting of Equity Shares) Regulations, 2009 (“the delisting regulations”) gives an
option to the listed company to either get itself delisted from all the recognised stock exchanges where it is
listed through reverse book building or only from some of the stock exchanges and continue to be listed on the
exchanges having nationwide terminals through a simplified process. Additionally, these regulations provide
simplified procedure for delisting of shares of smaller companies.

In order to provide a statutory backing for the delisting framework, the Government has also notified delisting
rules under Rule 21 of Securities Contract (Regulations) Rules, 1957 (the SCR Rules) dealing primarily with
substantive aspect on delisting. The Delisting Regulations deal with the delisting of equity shares exclusively, as
against the erstwhile Delisting Guidelines which dealt with securities generally.

This lesson will make the student acquainted with the various provisions of delisting, reasons for delisting and
the various requirements to be complied with. At the end of this lesson, the student will able to understand:

. Agencies involved in delisting process and their Role;
. Concept of voluntary delisting and its different modes;

. Comprehensive procedure for delisting of equity shares from all the stock exchanges or few stock
exchange;

. Meaning of small companies and how it can voluntary delist its equity shares;
. Compulsory delisting of shares and its detailed procedure; and
. Special powers of the recognised stock exchange in case of delisting of equity shares.
Lesson 9 - SEBI (Share Based Employee Benefits) Regulations, 2014 - An Overview
In this very dynamic era, most of the organisations are faced with a persistent challenge of attracting and
retaining talented employees. Equity based compensation or stock based incentive schemes are widely used by

the organisations in India and across the globe for their perceived benefits to both employer and employees in
the long run.

The SEBYI, in the year 1999, had framed “the SEBI (Employee Stock Option Scheme and Employee Stock Purchase
Scheme) Guidelines, 1999” (hereinafter “existing guidelines”) which provides for the stock based incentive
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schemes to employees. On 28th October, 2014, the SEBI had notified the SEBI (Share Based Employee
Benefits) Regulations, 2014 (hereinafter “Regulations”) repealing the existing guidelines. These Regulations
apply to ESOS, ESPS, General Employee Benefit Schemes (GEBS), Retirement Benefit Schemes (RBS) and SAR
Schemes of the listed companies.

This lesson will enable the students to learn the various provisions of SEBI (Share Based Employee Benefits)
Regulations, 2014. At the end of this lesson, the student will able to:

. Understand the provisions of Companies Act, 2013 with respect to Employee stock option;
. Specify the companies eligible to issue ESOP/ESPS/GEBS/RBS/SARS;
. Familiarize with the types of schemes offered by the listed company;
. Understand the full procedure for issue of fresh shares for ESOPs;
. Determine the implementation of scheme through trust;
. Understand the concept of compensation committee & cases where shareholders’ approval required;
. Explain the administration of specific schemes like ESOS/ESPS/GEBS/RBS/SARS;
. Specify the provisions of SEBI LODR which is applicable to ESOP/ESPS; and
. Role of company secretary in issue of ESOP/ESPS/GEBS/RBS/SARS.
Lesson 10 - SEBI (Issue of Sweat Equity) Regulations, 2002 - An Overview

Sweat equity shares refers to equity shares given to the company’s employees on favourable terms, in recognition
of their work. Sweat equity shares is one of the modes of making share based payments to employees of the
company. The issue of sweat equity shares allows the company to retain the employees by rewarding them for
their services.

Further, Sweat equity shares enables greater employee stake and interest in the growth of an organization as it
encourages the employees to contribute more towards the company in which they feel they have a stake.

Issue of sweat equity is governed by the provisions of section 54 of the Companies Act, 2013, relevant rules and
SEBI (Issue of Sweat Equity) Regulations, 2002. These regulations applicable to issue of sweat equity shares by
the listed companies. At the end of this lesson, the student will able to:

. Correlate the provision of Companies Act with SEBI Issue of Sweat Equity Regulations;

. Specify the eligible person for issue of sweat equity shares;

. Understand the requirement of shareholders’ approval by passing special resolution;

. Determine the pricing of sweat equity shares and its accounting treatment & valuation [PRs; and

. Enumerate the ceiling on Managerial remuneration & Lock-in of sweat equity shares.

Lesson 11 - SEBI (Prohibition of Insider Trading) Regulations, 2015

In India, insider trading is not only a tort i.e. a civil wrong but also a crime. The SEBI Act does not define the term
by itself although it refers to the term “insider trading” in many provisions. However, using the powers to make
regulations and in discharge of its functions, SEBI has made regulations prohibiting insider trading in the form
ofthe PIT Regulations, 1992. The PIT Regulations, 1992 have had their challenges in their drafting, interpretation
and reach. So, SEBI notified and issued SEBI (Prohibition of Insider Trading) Regulations, 2015 repealing the
SEBI (Prohibition of Insider Trading) Regulations, 1992. The objective of these regulations is to strengthen the
legal and enforcement framework, align Indian regime with international practices, provide clarity with respect
to the definitions and concepts, and facilitate legitimate business transactions.

At present, insider trading of securities by directors and key managerial personnel shall be administered by the
SEBI Regulations. These regulations are comprehensive and covering all the provisions of insider trading of
securities. At the end of this lesson, the student will be able to:
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o Understand the important definitionsi.e., Connected person, Person deemed to be connected person,
Insider, Unpublished price sensitive information;

. Explain the information/communication related to company which shall not be provide to any
person;

. Elucidate trading when in possession of Unpublished price sensitive information;
. Understand the concept of trading plans;

. Specify the disclosures of trading and interest by certain persons;

o Familiarize with the code of Fair disclosure and conduct; and

. Understand the various penalties for violations under SEBI Act.

Lesson 12 - Mutual Funds

A mutual fund allows a group of investors to pool their money together with a predetermined investment
objective. The mutual fund will have a fund manager who is responsible for investing the gathered money into
specific securities (stocks or bonds). When an investor, invest in a mutual fund, buying units or portions of the
mutual fund and thus on investing becomes a shareholder or unit holder of the fund.

Mutual funds are considered as one of the best available investments as compare to others they are very cost
efficient and also easy to invest in, thus by pooling money together in a mutual fund, investors can purchase
stocks or bonds with much lower trading costs than if they tried to do it on their own. But the biggest advantage
to mutual funds is diversification, by minimizing risk & maximizing returns. A mutual fund is the most suitable
investment scope for common people as it offers an opportunity to invest in a diversified, professionally
managed basket of securities at a relatively lower cost.

The mutual fund industry in India began in 1963 with the formation of the Unit Trust of India (UTI) as an
initiative of the Government of India and Reserve Bank of India. Much later, in 1987, SBI Mutual Fund became
the first non-UTI mutual fund in India. In 1996, SEBI had formulated the regulation on Mutual Fund i.e., SEBI
(Mutual Fund) Regulations, 1996, which for the first time, established a comprehensive regulatory framework
for the mutual fund industry. Since then, several mutual funds have been set up by the private and joint sectors.

Mutual fund provides the information about the investment particulars of the corpus (company and sector-
wise), credit ratings, market value of investments, NAVs, returns, repurchase and sale price of the schemes. At
the end of this lesson, the student will able to:

o Familiarize with the structure of mutual fund and understand the risks associated with Mutual fund;
. Specify the types of Mutual fund in India;

. Determine the key players of the Mutual Fund;

. Understand the concept of Sponsor, Asset Management Company (AMC), Trustee and Unit Holder;

. Meaning of Net Asset Value, Expense Ratio and Holding Period Return; and

. Correlate the compliances of SEBI Mutual Funds Regulations with SEBI LODR.

Lesson 13 - Collective Investment Schemes

A CIS is any scheme or arrangement which pools funds from investors and involves a corpus amount of X100
crore or more. Every CIS has to compulsorily register itself with SEB], file offer documents for its schemes and
obtain a credit rating from a recognised rating agency, before it launches a scheme.

Collective Investment Scheme are regulated by SEBI (Collective Investment Scheme) Regulations, 1999 which
was notified on October 15, 1999. These regulations defines Collective Investment Management Company to
mean a company incorporated under the Companies Act, 2013 and registered with SEBI under these regulations,
whose object is to organize, operate and manage a collective investment.
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This lesson will give an overview of collective investment scheme, listing of schemes and its winding up etc. At
the end of this lesson, the student will able to:

. Understand the business activities which is restrictions under CIS regulation;
. Understand the compliances related to quarterly report of CIS;
. Determine the obligations of collective investment management company(CIMC), trustee;
. Understand the conditions of the termination of the agreement with the CIMC; and
. Specify the procedure for allotment, transfer of units and winding up of scheme.
Lesson 14 - Resolution of Complaints and Guidance

SCORES is a web based centralized grievance redress system of SEBI which enables investors to lodge and
follow up their complaints and track the status of redressal of such complaints online from the above website
from anywhere.

Ombudsman in its literal sense is an independent person appointed to hear and act upon citizen’s complaint
about government services. In this regard, SEBI had notified the SEBI (Ombudsman) Regulations, 2003 on
August 21, 2003 which deals with establishment of office of Ombudsman, powers and functions of Ombudsman,
procedure for redressal of Grievances and implementation of the award. This lesson also covers provisions
related to SEBI Complaints Redress System (SCORES), and SEBI (Informal Guidance) Scheme, 2003.

SEBI (Informal Guidance) Scheme, 2003 deals with various aspects such as the nature of request fees to be
accompanied along with letter disposal of requests, SEBI discretion not request and certain types of request
and confidentiality of requests, etc.

In this lesson, a student will be able to know about SCORES, SEBI Ombudsman Regulations and Informal
Guidance Scheme, etc. At the end of this lesson, the student will able to know:

e How to file a complaint in SCORES site;

e  When a case can be referred for arbitration;

e Concept of Ombudsman and its powers & functions;
e Procedure for redressal of grievance; and

e Concept of Informal Guidance.
PART II - CAPITAL MARKET AND INTERMEDIARIES

Lesson 15 - Structure of Capital Market

Capital is one of the important factors of production in any economy. A well organized financial system provides
adequate capital formation through savings, finance and investments. An investment depends upon Savings
and in turn Savings depends upon earnings of an individual or profits of the organization. This system may be
viewed as a set of sub-systems with so many elements which are interdependent and interlinking with each
other to produce the purposeful result within the boundary. Hence, the term system in the context of finance
means a set of complex and closely connected financial institutions, instruments, agents, markets and so on
which are interdependent and interlinking with each other to produce the economic growth within the country.

In any economy;, financial Institutions play an important role because all the financial dealings and matters are
handled and monitored by such Institutions. In the primary market, there are four key players: corporations,
institutions, investment banks, and public accounting firms. Institutions invest capital in corporations that seek
to expand and grow their businesses, while corporations issue debt or equity to the institutions in return for
their capital investment. Investment banks are hired to match institutions and corporations based on their risk
profile and investment style. Finally, public accounting firms are responsible for the preparation, review, and
auditing of financial statements, tax work, consulting on accounting systems, M&A, and capital raising.
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A second important division falls between the stock markets is capital market instruments. Capital Market
Instruments are responsible for generating funds for companies, corporations and sometimes governments.
These are used by the investors to make a profit out of their respective markets.

Secondary Market refers to a market where securities are traded after being initially offered to the public in the
primary market and/or listed on the Stock Exchange. Majority of the trading is done in the secondary market.
Secondary market comprises of equity markets and the debt markets. There are many other factors also such
as integration with global financial market, policy decision which affect the working of stock markets.

At the end of this lesson, the student will able to understand:
- Different categories of Investment Institutions in detail;
- Various Capital Markets Instruments;
- Book building, Application Supported by Block Amount, Green Shoe Option etc.; and
- Concept of Secondary Market & its trading mechanism etc.

Lesson 16 - Securities Market Intermediaries

Intermediaries are service providers and are an integral part of any financial system. The objective of these
intermediaries is to smoothen the process of investment and to establish a link between the investors and the
users of funds. The Market Regulator; i.e., SEBI regulates various intermediaries in the primary and secondary
markets through its Regulations for these respective intermediaries. These Regulations also empower SEBI to
inspect the functioning of these intermediaries and to collect fees from them and to impose penalties on erring
entities.

At the end of this lesson, the student would have an overview about various types of intermediaries operating
in Capital Market and its role & responsibility, Internal Audit of Intermediaries by Company Secretary in
Practice, etc.
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Regulatory Framework

. Securities Contracts (Regulation) Act, 1956

. Securities Contracts (Regulation) Rules, 1957

SECURITIES CONTRACTS (REGULATION) ACT, 1956

INTRODUCTION

Stock Market plays a significant role in development of a country’s Economy. The stock market helps in the
mobilization of the funds from the small savings of the investors and channelizes such resources into different
development needs of various sectors of the economy. In order to prevent undesirable transactions in securities by
regulating the business of dealing therein, and by providing for certain other matters connected therewith, the
Securities Contracts (Regulation) Act, 1956 was enacted by Parliament.

The stock market is the platform of securities trading. The stock exchanges also suffer from certain limitations and
require strict control over their activities in order to ensure safety in dealings thereon. Hence, in 1956, the Securities
Contracts (Regulation) Act (‘SCRA") was passed which provided for recognition of stock exchanges by the Central
Government. The provisions of this Act came into force with effect from February 20, 1957.

The Government promulgated the Securities Contracts (Regulations) Rules, 1957 for carrying into effect the objects
of the Securities Contracts (Regulation) Act.

The Securities Contracts (Regulation) Act, 1956, extends to the whole of India and came into force on February 20
1957. The Act defines various terms in relation to securities and provides the detailed procedure for the stock
exchanges to get recognition from Government/SEBI, procedure for listing of securities of companies and
operations of the brokers in relation to purchase and sale of securities on behalf of investors.

The Securities Contracts (Regulation) Act, 1956, provides for direct and indirect control of all aspects of the
securities trading including the running of stock exchanges which aims to prevent undesirable transaction in
securities by regulating the business of dealing therein. It gives the Central Government regulatory jurisdiction
over:

(a)  Stock exchanges through a process of recognition and continued supervision,

(b)  contracts in securities, and

(c) listing of securities on stock exchanges.

As a condition of recognition, a stock exchange complies with the requirements prescribed by the Central

Government. The stock exchanges frame, their own listing regulations in consonance with the minimum listing
criteria set out in Securities Contracts (Regulations) Rules, 1957.
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Securities Contracts (Regulation) Act, 1956 (SCRA) - A Birds Eye View (Regulation) Act, 1956

Recognition/
Derecognition/
Corporatisation/
Demutualisation of
) Stock Exchange
Right of appeal to
Securities Appellate Prescribe Powers of
Tribunal against refusal Stock Exchanges,
of stock exchange to list SEBI and Central
securities of public f Government
companies ‘ .
SCRA Right of appeal
Public issue and ‘ ‘ against refusal of

stock exchanges to
list securities of

I | public companies

listing of securities

Penalties and Delisting of
Procedure securities

KEY DEFINITIONS

Section 2 of this Act contains definitions of various terms used in the Act. Some of the important definitions are
given below:

Securities

Securities include

)] shares, scrips, stocks, bonds, debentures, debenture stock or other marketable securities of a like nature in
or of any incorporated company or a pooled investment vehicle or other body corporate;

(ii) derivative;
(iii) units or any other instrument issued by any Collective Investment Scheme to the Investors in such schemes;

(iv) security receipt as defined in clause (zg) of Section 2 of the Securitisation and Reconstruction of Financial
Assets and Enforcement of Security Interest Act, 2002;

(v)  units or any other such instrument issued to the investors under any mutual fund scheme;
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(vi) units or any other instrument issued by any pooled investment vehicle;

(vii) any certificate or instrument (by whatever name called) issued to an investor by any issuer being a special
purpose distinct entity which possess any debt or receivable, including mortgage debt, assigned to such
entity, and acknowledging beneficial interest of such investor in such debt or receivable, including mortgage
debt, as the case may be;

(viii) government securities;
(ix) such other instruments as may be declared by the Central Government to be securities; and

(x) rights or interests in securities.

Contract

“Contract” means a contract for or relating to the purchase or sale of securities.

Spot Delivery Contract

Spot delivery contract means a contract which provides for -

(a) actual delivery of securities and the payment of a price therefore either on the same day as the date of the
contract or on the next day, the actual period taken for the dispatch of the securities or the remittance of
money therefor through the post being excluded from the computation of the period aforesaid if the parties
to the contract do not reside in the same town or locality;

(b) transfer of the securities by the depository from the account of a beneficial owner to the account of another
beneficial owner when such securities are dealt with by a depository.

Stock Exchange

Stock Exchange means -

(@) any body of individuals, whether incorporated or not, constituted before corporatisation and
demutualisation under Sections 4A and 4B, or

(b) a body corporate incorporated under the Companies Act, 2013 (erstwhile Companies Act, 1956) whether
under a scheme of corporatisation and demutualisation or otherwise,

for the purpose of assisting, regulating or controlling the business of buying, selling or dealing in securities.

Recognised Stock Exchange

Recognised Stock Exchange means a stock exchange which is for the time being recognised by the Central
Government.

Government security

Government security means a security created and issued whether before or after the commencement of this Act,
by the Central Government or a State Government for the purpose of raising a public loan and having one of the
forms specified in clause (2) of section 2 of the Public Debt Act, 1944.

Derivative
Derivative includes -

(a) a security derived from a debt instrument, share, loan, whether secured or unsecured, risk instrument or
contract for differences or any other form of security;

(b)  acontract which derives its value from the prices or index of prices, of underlying securities;
(c) commodity derivatives; and

(d)  such other instruments as may be declared by the Central Government to be derivatives.



(i)  forthe delivery of such goods, as may be notified by the Central Government in the Official Gazette, and which
is not a ready delivery contract; or
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“commodity derivative” means a contract -

(i) for differences, which derives its value from prices or indices of prices of such underlying goods or activities,
services, rights, interests and events, as may be notified by the Central Government, in consultation with the
SEBI, but does not include securities as referred to in sub-clauses (A) and (B) above.

Currency
Derivatives

Commodity
DETYELYES

DERIVATIVES

Securities Appellate Tribunal

Securities Appellate Tribunal means a Securities Appellate Tribunal established under sub-section (1) of section
15K of the Securities and Exchange Board of India Act, 1992.

Member

Member means a member of a recognised stock exchange;

NON-APPLICABILITY

Section 28 provides that the
provisions of SCRA shall not

apply to -

the Government, the Reserve
Bank of India, any local authority
or any corporation set up by a
special law.

any convertible bond or share
warrant or any option or right,
in so far as it entitles the person
in whose favour any of the
foregoing has been issued,
whether by conversion of the
bond or warrant or otherwise,
on the basis of the price agreed
upon when the same was issued.

the Central Government, in the
interest of trade and commerce
or the economic development of
the country, may specify any
class of contracts as contracts to
which this Act or any provision
contained therein shall notapply.
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RECOGNITION OF STOCK EXCHANGES

Section 3 Section 4 Section 5
Application for recognition of Grant of recognition of stock Withdrawl of recognition
stock exchanges exchanges

Application for recognition of stock exchange

Section 3 lays down that any stock exchange, desirous of being recognized for the purposes of this Act may make an
application in the prescribed manner to the Central Government. Every application shall contain such particulars as
may be prescribed, and shall be accompanied by a copy of the bye-laws of the stock exchange for the regulation and
control of contracts and also a copy of the rules relating in general to the constitution of the stock exchange and in
particular to -

(a) the governing body of such stock exchange, its constitution and powers of management and the manner in
which its business is to be transacted;
(b) the powers and duties of the office bearers of the stock exchange;

(c)  the admission into the stock exchange of various classes of members, the qualifications, for membership, and
the exclusion, suspension, expulsion and re-admission of members therefrom or thereinto;

d) the procedure for the registration of partnerships as members of the stock exchange in cases where the rules
g 8
provide for such membership; and the nomination and appointment of authorized representatives and clerks.

Grant of recognition to stock exchange

Section 4 lays down that if the Central Government is satisfied (powers are exercisable by SEBI also) after making

such inquiry as may be necessary in this behalf and after obtaining such further information, if any, as it may require;

(@) thattherulesand bye-laws ofastock exchange applying for registration are in conformity with such conditions
as may be prescribed with a view to ensure fair dealing and to protect investors;

(b) thatthe stock exchange is willing to comply with any other conditions (including conditions as to the number
of members) which the Central Government, after consultation with the governing body of the stock exchange
and having regard to the area served by the stock exchange and its standing and the nature of the securities
dealt with by it, may impose for the purpose of carrying out the objects of this Act; and

(c) thatit would be in the interest of the trade and also in the public interest to grant recognition to the stock
exchange;

It may grant recognition to the stock exchange subject to the conditions imposed upon it as aforesaid and in such
form as may be prescribed.

The conditions which the Central Government (powers are exercisable by SEBI also) may prescribe for the grant of
recognition to the stock exchanges may include, among other matters, conditions relating to-

(i)  the qualifications for membership of stock exchanges;
(i)  the manner in which contracts shall be entered into and enforced as between members;

(iii) the representation of the Central Government on each of the stock exchange by such number of persons not
exceeding three as the Central Government may nominate in this behalf; and

(iv) the maintenance of accounts of members and their audit by chartered accountants whenever such audit is
required by the Central Government.
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Every grant of recognition to a stock exchange under this section shall be published in the Gazette of India and also
in the Official Gazette of the State in which the principal office of the stock exchange is situated, and such recognition
shall have effect as from the date of its publication in the Gazette of India.

No application for the grant of recognition shall be refused except after giving an opportunity to the stock exchange
concerned to be heard in the matter; and the reasons for such refusal shall be communicated to the stock exchange
in writing.

Withdrawal of recognition

Section 5 lays down that if the Central Government is of opinion that the recognition granted to a stock exchange
should in the interest of the trade or in the public interest, be withdrawn, the Central Government may serve on the
governing body of the stock exchange a written notice that the Central Government is considering the withdrawal
of the recognition for the reasons stated in the notice and after giving an opportunity to the governing body to be
heard in the matter, the Central Government may withdraw, by notification in the Official Gazette, the recognition
granted to the stock exchange.

However, the withdrawal shall not affect the validity of any contract entered into or made before the date of the
notification, and the Central Government may, after consultation with the stock exchange, make such provision as it
deems fit in the notification of withdrawal or in any subsequent notification similarly published for the due
performance of any contracts outstanding on that date.

Where the recognized stock exchange has not been corporatized or demutualised or it fails to submit the scheme
within the specified time therefore or the scheme has been rejected by the SEBI, the recognition granted to such
stock exchange, shall, stand withdrawn and the Central Government shall publish, by notification in the Official
Gazette, such withdrawal of recognition.

However, such withdrawal shall not affect the validity of any contract entered into or made before the date of the
notification, and SEBI may, after consultation with the stock exchange, make such provisions as it deems fit in the
order rejecting the scheme published in the Official Gazette.

It is to be noted that the powers under Section 4 and Section 5 have been delegated concurrently to SEBI also.
Hence, SEBI may exercise these powers.

POWERS OF CENTRAL GOVERNMENT

To call for periodical returns and make direct enquiries
[Section 6]

— To direct rules or make rules [Section 8]

To Supersede governing body of a recognised
Stock Exchanges [Section 11]

To Suspend Business of Recognised Stock Exchange
[Section 12]

— To prohibit contracts in certain cases [Section 16]

Powers of the CG
[

— To grant Immunity [Section 23-0]

L To delegate or to make rules [Section 29A]
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To call for periodical returns and make direct enquiries

Every recognised stock exchange shall furnish to the SEBI, such periodical returns relating to its affairs as may be
prescribed.

Every recognised stock exchange and every member thereof shall maintain and preserve for not exceeding five
years such books of accounts, and other documents as the Central Government, after consultation with the stock
exchange concerned, may prescribe in the interest of the trade or in the public interest, and such books of account,
and other documents shall be subject to inspection to all reasonable times by SEBI.

The Securities and Exchange Board of India, if it is satisfied that it is in the interest of the trade or in the public
interest so to do, may, by order in writing,-

(a) call upon a recognised stock exchange or any member thereof to furnish in writing such information or
explanation relating to the affairs of the stock exchange or of the member in relation to the stock exchange as
the SEBI may require; or

(b) appoint one or more persons to make an inquiry in the prescribed manner in relation to the affairs of the
governing body of a stock exchange or the affairs of any of the members of the stock exchange in relation to
the stock exchange and submit a report of the result of such inquiry to the SEBI within such time as may be
specified in the order or, in the case of an inquiry in relation to the affairs of any of the members of a stock
exchange, direct the governing body to make the inquiry and submit its report to the SEBI;

Where an inquiry in relation to the affairs of a recognised stock exchange or the affairs of any of its members in
relation to the stock exchange has been undertaken:

(a) every director, manager, secretary or other officer of such stock exchange;
(b) every member of such stock exchange;
(c) ifthe member of the stock exchange is a firm, every partner, manager, secretary or other officer of the firm; and

(d) every other person or body of persons who has had dealings in the course of business with any of the persons
mentioned in clauses (a), (b) and (c), whether directly or indirectly;

shall be bound to produce before the authority making the inquiry all such books of account, and other documents
in his custody or power relating to or having a bearing on the subject-matter of such inquiry and also to furnish the
authorities within such time as may be specified with any such statement or information relating thereto as may be
required of him.

To Direct Rules or make Rules

Section 8 deals with the power of Central Government to make rules or direct rules to be made in respect of
recognised stock exchange. Where, after consultation with the governing bodies of stock exchanges generally or
with the governing body of any stock exchange in particular, the Central Government is of opinion that it is necessary
or expedient so to do, it may, by order in writing together with a statement of the reasons therefor, direct the
recognised stock exchanges generally or any recognised stock exchange in particular, as the case may be, to make
any rules or to amend any rules already made in respect of all or any of the matters or to amend any rules already
made in respect of all or any of the matters as specified, within a period of two months from the date of the order.

If any recognised stock exchange fails or neglects to comply with any order, within the period specified therein, the
Central Government may make the rules for, or amend the rules made by, the recognised stock exchange, either in
the form proposed in the order or with such modifications thereof as may be agreed to between the stock exchange
and the Central Government.

Where in pursuance of this section any rules have been made or amended, the rules so made or amended shall be
published in the Gazette of India and also in the Official Gazette or Gazettes of the State or States in which the
principal office or offices of the recognised stock exchange or exchanges is or are situate, and, on the publication
thereof in the Gazette of India, the rules so made or amended shall, notwithstanding anything to the contrary
contained in the Companies Act, 2013 or in any other law for the time being in force, have effect as if they had been
made or amended by the recognised stock exchange or stock exchanges, as the case may be.
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To Supersede governing bodies of a recognised stock exchange

Without prejudice to any other powers vested in the Central Government under this Act, where the Central
Government is of opinion that the governing body of any recognised stock exchange should be superseded, then, the
Central Government may serve on the governing body a written notice that the Central Government is considering
the super session of the governing body for the reasons specified in the notice and after giving an opportunity to the
governing body to be heard in the matter, it may, by notification in the Official Gazette, declare the governing body
of such stock exchange to be superseded, and may appoint any person or persons to exercise and perform all the
powers and duties of the governing body, and, where more persons than one are appointed, may appoint one of
such persons to be the chairman and another to be the vice-chairman thereof.

On the publication of a notification in the Official Gazette, the following consequences shall ensure, namely -

(@) the members of the governing body which has been superseded shall, as from the date of the notification of
super session, cease to hold office as such members;

(b) the person or persons appointed may exercise and perform all the powers and duties of the governing body
which has been superseded;

(c) all such property of the recognised stock exchange as the person or persons appointed may, by order in
writing, specify in this behalf as being necessary for the purpose of enabling him or them to carry on the
business of the stock exchange, shall vest in such person or persons.

The governing body of which is superseded, the person or persons appointed shall hold office for such period as
may be specified in the notification published and, the Central Government may from time to time, by notification,
vary such period.

The Central Government, may at any time before the determination of the period of office of any person or persons
appointed call upon the recognised stock exchange to reconstitute the governing body in accordance with its rules
and on such re-constitution all the property of the recognised stock exchange which has vested in, or was in the
possession of, the person or persons appointed, shall vest or re-vest, as the case may be, in the governing body so
re-constituted;

However, until a governing body is so re-constituted, the person or persons appointed, shall continue to exercise
and perform their powers and duties.

To Suspend business of Recognised Stock Exchange

If in the opinion of the Central Government, an emergency has arisen and for the purpose of meeting the emergency,
the Central Government considers it expedient so to do, it may, by notification in the Official Gazette, for reasons to
be set out therein, direct a recognised stock exchange to suspend such of its business for such period not exceeding
seven days and subject to such conditions as may be specified in the notification, and if, in the opinion of the Central
Government, the interest of the trade or the public interest requires that the period should be extended, may, by like
notification extend the said period from time to time.

However, where the period of suspension is to be extended beyond the first period, no notification extending the
period of suspension shall be issued unless the governing body of the recognised stock exchange has been given an
opportunity of being heard in the matter.

To Prohibit Contracts in Certain Cases

Section 16 stipulates that if the Central Government is of opinion that it is necessary to prevent undesirable
speculation in specified securities in any State or area, it may, by notification in the Official Gazette, declare that no
person in the State or area specified in the notification shall, save with the permission of the Central Government,
enter into any contract for the sale or purchase of any security specified in the notification except to the extent and
in the manner, if any, specified therein.

All contracts in contravention of the above provisions entered into after the date of the notification issued thereunder
shall be illegal.
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To Grant Immunity

Section 23-0 deals with the power to grant immunity. The Central Government may, on recommendation by the
SEB], if the Central Government is satisfied, that any person, who is alleged to have violated any of the provisions of this
Act or the rules or the regulations made thereunder, has made a full and true disclosure in respect of alleged violation,
grant to such person, subject to such conditions as it may think fit to impose, immunity from prosecution for any offence
under this Act, or the rules or the regulations made thereunder or also from the imposition of any penalty under this
Act with respect to the alleged violation.

However, no such immunity shall be granted by the Central Government in cases where the proceedings for the
prosecution for any such offence have been instituted before the date of receipt of application for grant of such
immunity.Provided further that the recommendation of the SEBI are not binding upon the Central Government.

An immunity granted to a person as mentioned above may, at any time, be withdrawn by the Central Government,
if it is satisfied that such person had, in the course of the proceedings, not complied with the condition on which the
immunity was granted or had given false evidence, and thereupon such person may be tried for the offence with
respect to which the immunity was granted or for any other offence of which he appears to have been guilty in
connection with the contravention and shall also become liable to the imposition of any penalty under this Act to
which such person would have been liable, had not such immunity been granted.

To Delegate or to Make Rules

Power to Delegate

Section 29A stipulates that the Central Government may, by order published in the Official Gazette, direct that the
powers (except the power under section 30) exercisable by it under any provision of this Act shall, in relation to
such matters and subject to such conditions, if any, as may be specified in the order, be exercisable also by the
Securities and Exchange Board of India or the Reserve Bank of India constituted under section 3 of the Reserve
Bank of India Act, 1934.

Power to Make Rules

Section 30 empowers the Central Government to make rules for the purpose of carrying into effect the objects of
this Act by notification in the Official Gazette.

In particular, such rules may provide for,-

(@) the manner in which applications may be made, the particulars which they should contain and the levy of a
fee in respect of such applications;

(b) the manner in which any inquiry for the purpose of recognising any stock exchange may be made, the
conditions which may be imposed for the grant of such recognition, including conditions as to the admission
of members if the stock exchange concerned is to be the only recognised stock exchange in the area; and the
form in which such recognition shall be granted;

(c)  the particulars which should be contained in the periodical returns and annual reports to be furnished to the
Central Government;

(d) the documents which should be maintained and preserved under section 6 and the periods for which they
should be preserved;

(e)  the manner in which any inquiry by the governing body of a stock exchange shall be made under section 6;

(f)  the manner in which the bye-laws to be made or amended under this Act shall before being so made or
amended be published for criticism;

(g) the manner in which applications may be made by dealers in securities for licences under section 17, the fee
payable in respect thereof and the period of such licences, the conditions subject to which licences may be
granted, including conditions relating to the forms which may be used in making contracts, the documents to
be maintained by licensed dealers and the furnishing of periodical information to such authority as may be
specified and the revocation of licences for breach of conditions;

(h)  the requirements which shall be complied with—
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(A) Dby public companies for the purpose of getting their securities listed on any stock exchange;
(B) by collective investment scheme for the purpose of getting their units listed on any stock exchange;

(ha) the grounds on which the securities of a company may be delisted from any recognised stock exchange under
sub-section (1) of section 21A4;

(hb) the form in which an appeal may be filed before the Securities Appellate Tribunal under sub-section (2) of
section 21A and the fees payable in respect of such appeal;

(hc) the form in which an appeal may be filed before the Securities Appellate Tribunal under section 22A and the
fees payable in respect of such appeal;

(hd) the manner of inquiry under sub-section (1) of section 23-I;

(he) the form in which an appeal may be filed before the Securities Appellate Tribunal under section 23L and the
fees payable in respect of such appeal;

(i)  any other matter which is to be or may be prescribed.

Every rule made under this Act shall be laid, as soon as may be after it is made, before each House of Parliament,
while it is in session, for a total period of thirty days which may be comprised in one session or in two or more
successive sessions, and if, before the expiry of the session immediately following the session or the successive
sessions aforesaid, both Houses agree in making any modification in the rule or both Houses agree that the rule
should not be made, the rule shall thereafter have effect only in such modified form or be of no effect, as the case
may be; so, however, that any such modification or annulment shall be without prejudice to the validity of anything
previously done under that rule.

POWERS OF RECOGNISED STOCK EXCHANGE

ToMake Rules d

Restricting Voting
Rights Etc.
[Section 7A]

To Make Bye-laws
[Section 9]

To make Rules restricting voting rights etc.

Section 7A of the Act stipulates that a recognised stock exchange may make rules or amend any rules made by it to
provide for all or any of the following matters, namely: -

(a) therestriction of voting rights to members only in respect of any matter placed before the stock exchange at
any meeting;
(b)  the regulation of voting rights in respect of any matter placed before the stock exchange at any meeting so

that each member may be entitled to have one vote only, irrespective of his share of the paid-up equity capital
of the stock exchange;

(c) the restriction on the right of a member to appoint another person as his proxy to attend and vote at a
meeting of the stock exchange; and

(d) such incidental, consequential and supplementary matters as may be necessary to give effect to any of the
matters specified in clauses (a) (b) and (c).

Powers have been delegated concurrently to SEBI also.

No rules of a recognised stock exchange made or amended in relation to any matter referred to in clauses (a) to (d)
shall have effect until they have been approved by the Central Government (Powers are exercisable by SEBI also)
and published by that Government in the Official Gazette.
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To make Bye-laws

Section 9 of the Act provides that any recognised stock exchange may, subject to the previous approval of the SEBI,
make bye-laws for the regulation and control of contracts.

In particular, such bye-laws may provide for :

(a)
(b)

(c)

(d)

(e)
()

(8)
(h)
Q)

()

(k)

M
(m)

(n)
(0)
(p)
(a)
(r)

the opening and closing of markets and the regulation of the hours of trade;

a clearing house for the periodical settlement of contracts and differences thereunder, the delivery of and
payment for securities, the passing on of delivery orders and the regulation and maintenance of such clearing
house;

the submission to the Securities and Exchange Board of India by the clearing house as soon as may be after
each periodical settlement of all or any of the following particulars as the Securities and Exchange Board of
India may, from time to time, require, namely:—

)] the total number of each category of security carried over from one settlement period to another;

(ii)  the total number of each category of security, contracts in respect of which have been squared up
during the course of each settlement period;

(iii)  the total number of each category of security actually delivered at each clearing;

the publication by the clearing house of all or any of the particulars submitted to the Securities and Exchange
Board of India under clause (c) subject to the directions, if any, issued by the Securities and Exchange Board
of India in this behalf;

the regulation or prohibition of blank transfers;

the number and classes of contracts in respect of which settlements shall be made or differences paid through
the clearing house;

the regulation, or prohibition of budlas or carry-over facilities;
the fixing, altering or postponing of days for settlements;

the determination and declaration of market rates, including the opening, closing highest and lowest rates for
securities;

the terms, conditions and incidents of contracts, including the prescription of margin requirements, if any,
and conditions relating thereto, and the forms of contracts in writing;

the regulation of the entering into, making, performance, rescission and termination, of contracts, including
contracts between members or between a member and his constituent or between a member and a person
who is not a member, and the consequences of default or insolvency on the part of a seller or buyer or
intermediary, the consequences of a breach or omission by a seller or buyer, and the responsibility of members
who are not parties to such contracts;

the regulation of taravani business including the placing of limitations thereon;

the listing of securities on the stock exchange, the inclusion of any security for the purpose of dealings and
the suspension or withdrawal of any such securities, and the suspension or prohibition of trading in any
specified securities;

the method and procedure for the settlement of claims or disputes, including settlement by arbitration;
the levy and recovery of fees, fines and penalties;

the regulation of the course of business between parties to contracts in any capacity;

the fixing of a scale of brokerage and other charges;

the making, comparing, settling and closing of bargains;

the emergencies in trade which may arise, whether as a result of pool or syndicated operations or cornering
or otherwise, and the exercise of powers in such emergencies, including the power to fix maximum and
minimum prices for securities;
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(t)  theregulation of dealings by members for their own account;
(u)  the separation of the functions of jobbers and brokers;
(v)  thelimitations on the volume of trade done by any individual member in exceptional circumstances;

(w) theobligation of members to supply such information or explanation and to produce such documents relating
to the business as the governing body may require.

PUNISHMENTS FOR CONTRAVENTIONS

Section 9(3) of the Act provides that the bye-laws made may :

(a) specify the bye-laws, the contravention of which shall make a contract entered into otherwise than in
accordance with the bye- laws void.

(b) provide that the contravention of any of the bye-laws shall render the member concerned liable to one or
more of the following punishments, namely;

1) fine,
(ii)  expulsion from membership,
(iii) suspension from membership for a specified period,

(iv)  any other penalty of a like nature not involving the payment of money.

Any bye-laws shall be subject to such conditions in regard to previous publication as may be prescribed, and, when
approved by the SEBI, shall be published in the Gazette of India and also in the Official Gazette of the State in which
the principal office of the recognised stock exchange is situated, and shall have effect as from the date of its
publication in the Gazette of India.

However, if the SEBI is satisfied in any case that in the interest of the trade or in the public interest any bye-laws
should be made immediately, it may, by order in writing specify the reasons therefor, dispense with the condition of
previous publication.

CASE LAWS \

1. 21.02.2020 Pacific Finstock Ltd. (Appellant) vs. BSE | Securities Appellate
Ltd. (Respondent) Tribunal

For listing of a security, the listing norms as on date of Application filed alone is required to be consider
but status of the directors/ promoters of the company are required to be considered on the date of the
passing of the order on the listing application.

Facts of the case

The appellant has filed the present appeal being aggrieved by the BSE Limited (BSE) order dated August 02,
2019 (“BSE”) rejecting the listing application. The facts leading to the filing of the present appeal are:

. The appellant was a listed company on the Vadodara Stock Exchange and Ahmedabad Stock Exchange but
subsequently it came on the Dissemination Board* of the BSE and remained on the Dissemination Board
for the last several years.

Dissemination Board -

BSE has launched a Dissemination Board mechanism on BSE India website (www.bseindia.com)
enabling dissemination of bids/Offer placed by buyers and sellers of securities of companies that are
listed exclusively on exiting or de-recognised Regional Stock Exchanges using the services of the Trading
Members of BSE.

. SEBI Circular for Exclusively listed companies of De-recognized/Non-operational/exited Stock
Exchanges placed in the Dissemination Board (DB)
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SEBI issued a Circular dated October 10, 2016 by which the companies which were on the Dissemina%
Board were required to get their company listed on nationwide stock exchange or provide an exit
opportunity to existing shareholders.

. In terms of this Circular, the appellant submitted a plan of action to BSE for direct listing.

. In the meanwhile, the promoters/ directors of the appellant company were debarred from accessing the
securities market vide SEBI’s order dated September 28, 2019 passed in the matter of Kavit Industries
Ltd. This fact was brought to the notice of the appellant and sought clarification as to how the company is
required to comply with the requirements for direct listing of its securities. It transpires that the company
vide letter dated May 18, 2019 intimated that two of its directors have resigned with effect from April 15,
20109.

. BSE after considering the aforesaid response, found that one of its promoters continued to remain as the
promoter of the company inspite of being debarred by SEBI and therefore, the direct listing requirements
norms had not been complied with. Accordingly, the listing application was rejected.

SAT ORDER
The appeal fails and is dismissed.

In the instant case, the debarment was in direct conflict when the norms stipulated for considering the listing
agreement. Such order of SEBI of debarment of one of the promoters was brought to the knowledge of the
company. The said listing requirements norms were not rectified and consequently the BSE had no option but
to reject the listing application. The said order does not suffer from any manifest error of law and requires no
interference.

There is no dispute on this proposition namely that the listing norms that was in force on the date when the
application was filed was alone required to be considered. Subsequent norms or amended norms or regulations
are not required to be considered. However, the status of the directors/ promoters of the company are required
to be considered on the date of the passing of the order on the listing application. If on the date when the listing
application was being considered the promoters/ directors of the company committed default and thereby
incurred a debarment from accessing the securities market then it was imperative upon the authority to consider
such debarment while considering the listing application.

2. [03.12.2019 | Karvy Stock Broking Limited (Appellant) vs. National | Securities Appellate Tribunal
Stock Exchange of India (Respondent)

Facts of the case

. The present appeal was filed by the appellant seeking quashment of the NSE order/circular dated
December 2, 2019. Vide the said circular respondent NSE had suspended the present appellant from its
membership due to the alleged non compliance of the regulatory provisions of the Exchange.

. Learned counsel for the respondent raised objection on the maintainability of the present appeal on the
ground that the equally efficacious remedy is available to the appellant under National Stock Exchange of
India Ltd. Rules. He therefore submitted that the appeal be not entertained.

SAT ORDER

The Rules are framed by respondent NSE in exercise of the powers of the Section 9 of the SCRA. The appellant
has equally efficacious remedy to challenge the impugned order before the relevant authority of the respondent
NSE. SAT did not find any reason to entertain the appeal.

Learned Senior counsel for the respondent submitted that the appeal, if any, filed by the appellant with the
respondent, they would be heard expeditiously by convening meeting of the relevant authority. There is no need
to bypass the statutory Rules. At this stage, learned counsel for the appellant submitted that the appellant may
be provided with liberty to seek documents from the respondent. SAT did not find any hitch in acceding to the
said request. The respondent shall supply the documents or grant inspection of the same relevant to the dispute.

For the reasons stated above, the appeal is disposed of. Appellant would be at liberty to file an appeal as provided
by Rule 13A(d) of the NSE Rules.
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CLEARING CORPORATION

Role of Clearing Corporation

Clearing Corporation is responsible:-

. for clearing and settlement of all trades executed on Stock Exchange and deposit and collateral management
and risk management functions;

. to bring and sustain confidence in clearing and settlement of securities;

o to promote and maintain, short and consistent settlement cycles;

. to provide counter-party risk guarantee, and

. to operate a tight risk containment system.

Section 8A(1) provides that a recognised stock exchange may, with the prior approval of the SEB], transfer the
duties and functions of a clearing house to a clearing corporation, being a company incorporated under the
Companies Act, 2013, for the purpose of -

(a) the periodical settlement of contracts and differences thereunder;
(b) the delivery of, and payment for, securities;

(c) any other matter incidental to, or connected with, such transfer.

Every clearing corporation shall, for the purpose of transfer of the duties and functions of a clearing house to a
clearing corporation, make bye-laws and submit the same to the SEBI for its approval.

SEBI may, on being satisfied that it is in the interest of the trade and also in the public interest to transfer the duties
and functions of a clearing house to a clearing corporation, grant approval to the bye-laws submitted to it and
approve transfer of the duties and functions of a clearing house to a clearing corporation.

India
International
Clearing National
Corporation Commodity
(IFSC) Limited Clearing Ltd.
Metropolitan
Clearing
Corporation ) )
S B el Indian Clearing
Clearing Corporation
Corporations Ltd.
Multi
Commodity

Exchange National

Clearing Securities
Corporation Ltd. Clearing

Corporation
NSE IFSC Ltd.
Clearing
Corporation

Limited
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POWERS OF THE SEBI

To make or amend Bye- laws To Issue directions Power to adjudicate To make Regulations
of Recognised Stock Exchanges [Section 12A] [Section 23 -] [Section 31]
[Section 10]

To make or amend Bye-laws of Recognised Stock Exchanges

The SEBI may, either on a request in writing received by it in this behalf from the governing body of a recognised
stock exchange or on its own motion, if it is satisfied after consultation with the governing body of the stock exchange
that it is necessary or expedient so to do and after recording its reasons for so doing, make bye-laws, for all or any
of the matters specified in section 9 or amend any bye-laws made by such stock exchange under that section.

Where in pursuance of this section any bye-laws have been made or amended, the bye-laws so made or amended
shall be published in the Gazette of India and also in the Official Gazette of the State in which the principal office of
the recognised stock exchange is situated, and on the publication thereof in the Gazette of India, the bye-laws so
made or amended shall have effect as if they had been made or amended by the recognised stock exchange
concerned.

Where the governing body of a recognised stock exchange objects to any bye-laws made or amended by SEBI on its
own motion, it may, within two months of the publication thereof in the Gazette of India apply to SEBI for revision
thereof and SEBI may, after giving an opportunity to the governing body of the stock exchange to be heard in the
matter, revise the bye-laws so made or amended, and where any bye-laws so made or amended are revised as a
result of any action taken under this sub-section, the bye-laws so revised shall be published and shall become
effective.

The making or the amendment or revision of any bye-laws shall in all cases be subject to the condition of previous
publication.

However, if the SEBI is satisfied in any case that in the interest of the trade or in the public interest any bye-laws
should be made, amended or revised immediately, it may, by order in writing specifying the reasons therefor,
dispense with the condition of previous publication.

To Issue Directions

Section 12A provides that if, after making or causing to be made an inquiry, the SEBI is satisfied that it is necessary-
(a) inthe interest of investors, or orderly development of securities market; or
(b) to prevent the affairs of any recognised stock exchange, or, clearing corporation, or such other agency or

person, providing trading or clearing or settlement facility in respect of securities, being conducted in a
manner detrimental to the interests of investors or securities market; or

(c) to secure the proper management of any such stock exchange or clearing corporation or agency or person,
referred to in clause(b).

it may issue such directions -

(i)  toany stock exchange or clearing corporation or agency or person referred to in clause (b) or any person or
class of persons associated with the securities market; or

(ii) to any company whose securities are listed or proposed to be listed in a recognised stock exchange, as may
be appropriate in the interests of investors in securities and the securities market.
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Explanation : The power to issue directions under this section shall include and always be deemed to have been
included the power to direct any person, who made profit or averted loss by indulging in any transaction or
activity in contravention of the provisions of this Act or regulations made there under, to disgorge an amount
equivalent to the wrongful gain made or loss averted by such contraventions.

Without prejudice to the provisions of section 12 A(1) and section 23-I, the SEBI may, by an order, for reasons to be
recorded in writing, levy penalty under sections 234, 23B, 23C, 23D, 23E, 23F, 23G, 23GA and 23H after holding an
inquiry in the prescribed manner.

To make Regulations

The SEBI may, by notification in the Official Gazette, make regulations consistent with the provisions of this Act and
the rules made thereunder to carry out the purposes of this Act.

In particular, and without prejudice to the generality of the foregoing power, such regulations may provide for all or
any of the following matter namely :

(@) the manner, in which at least fifty-one percent of equity share capital of a recognised stock exchange is held,
within twelve months from the date of publication of the order under sub-section (7), of Section 4B by the
public other than shareholders having trading rights under sub-section (8) of that section;

(b)  the eligibility criteria and other requirements under Section 17A;
(c)  the terms determined by the SEBI Board for settlement of proceeding under sub-section (2) of section 23]JA and

(d) any other matter which is required to be, or may be, specified by regulations or in respect of which provision
is to be made by regulation.

Everyregulation made under this Act shall be laid, as soon as may be after itis made, before each House of Parliament,
while it is in session for a total period of thirty days which may be comprised in one session or in two or more
successive sessions, and if, before the expiry of the session immediately following the session or the successive
sessions aforesaid, both Houses agree in making any modification in the regulation or both Houses agree that the
regulation should not be made, the regulation shall thereafter have effect only in such modified form or be of no
effect, as the case may be; so, however, that any such modification or annulment shall be without prejudice to the
validity of anything previously done under that regulation.
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To adjudicate

Section 23-I deals with power to adjudicate by the SEBI.

The SEBI may appoint any officer not below the rank of a Division Chief of SEBI to be an adjudicating officer for
holding an inquiry in the prescribed manner after giving any person concerned a reasonable opportunity of being
heard for the purpose of imposing any penalty.

While holding an inquiry, the adjudicating officer shall have power to summon and enforce the attendance of any
person acquainted with the facts and circumstances of the case to give evidence or to produce any document, which
in the opinion of the adjudicating officer, may be useful for or relevant to the subject-matter of the inquiry and if, on
such inquiry, he is satisfied that the person has failed to comply with the provisions, he may impose such penalty as
he thinks fit in accordance with the provisions of this Act.

The SEBI may call for and examine the record of any proceedings under this section and if it considers that the order
passed by the adjudicating officer is erroneous to the extent it is not in the interests of the securities market, it may,
after making or causing to be made such inquiry as it deems necessary, pass an order enhancing the quantum of
penalty, if the circumstances of the case so justify. However, no such order shall be passed unless the person
concerned has been given an opportunity of being heard in the matter.

Further, nothing contained in this sub-section shall be applicable after an expiry of a period of three months from
the date of the order passed by the adjudicating officer or disposal of the appeal, whichever is earlier.

Extracts from SEBI Order dated 20" August 2020 in the matter of The Orissa Minerals Development Co. Ltd.
[ADJUDICATION ORDER NO. Order/GR/KG/2020-21/8680-8682]

SEBI Adjudication Order:

SEB], in exercise of the powers conferred under Section 15-1 of the SEBI Act read with Rule 5 of the Adjudication
Rules, 1995 and Section 23-I of the SC(R) Act, 1956 read with Rule 5 of the Adjudication Rules, 2005, 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.

Powers of SEBI not to apply to International Financial Services Centre.
The powers exercisable by the SEBI under this Act,—

(a) shall not extend to an International Financial Services Centre set up under subsection (1) of section 18 of
the Special Economic Zones Act, 2005;

(b) shall be exercisable by the International Financial Services Centres Authority established under sub-section
(1) of section 4 of the International Financial Services Centres Authority Act, 2019,

in so far as regulation of financial products, financial services and financial institutions that are permitted in the
International Financial Services Centres are concerned.

ADDITIONAL TRADING FLOOR

Section 13A stipulates that a stock exchange may establish additional trading floor with the prior approval of the
Securities and Exchange Board of India in accordance with the terms and conditions stipulated by the SEBI.

“Additional Trading Floor” means a trading ring or trading facility offered by a recognised stock exchange outsid
its area of operation to enable the investors to buy and sell securities through such trading floor under the
regulatory framework of that stock exchange.
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LICENSING OF DEALERS IN CERTAIN AREAS

Section 17 provides that no person shall carry on or purport to carry on, whether on his own or on behalf of any
other person, the business of dealing in securities, except under the authority of a license granted by the SEBI in this
behalf.

PUBLIC ISSUE AND LISTING OF SECURITIES

Section 17A provides for public issue and listing of securities referred to in sub-clause (ie) of clause (h) of section 2.

Section 2(h)(ie) provides that any certificate or instrument (by whatever name called), issued to an investor b
any issuer being a special purpose distinct entity which possesses any debt or receivable, including mortgage
debt, assigned to such entity, and acknowledging beneficial interest of such investor in such debt or receivable,
including mortgage debt, as the case may be.

No securities of the nature referred to in sub-clause (ie) of clause (h) of section 2 shall be offered to the public
or listed on any recognized stock exchange unless the issuer fulfil such eligibility criteria and complies with
such other requirements as may be specified by regulations made by the SEBI.

Every issuer intending to offer the certificates or instruments referred therein to the public shall make an
application, before issuing the offer document to the public, to one or more recognized stock exchanges for
permission for such certificates or instruments to be listed on the stock exchange or each such stock exchange.

Where the permission applied for listing has not been granted or refused by the recognized stock exchanges
or any of them, the issuer shall forthwith repay all moneys, if any, received from applicants in pursuance of
the offer document, and if any such money is not repaid within 8 days after the issuer becomes liable to repay
it, the issuer and every director or trustee thereof, as the case may be, who is in default shall, on and from the
expiry of the eighth day, be jointly and severally liable to repay that money with interest at the rate of fifteen
percent per annum.

In reckoning the eighth day after another day, any intervening day which is a public holiday under the Negotiable
Instruments Act, 1881, shall be disregarded, and if the eighth day (as so reckoned) is itself such a public holiday,
there shall for the said purposes be substituted the first day thereafter which is not a holiday.

All the provisions of this Act relating to listing of securities of a public company on a recognized stock
exchange shall, mutatis mutandis, apply to the listing of the securities of the nature referred to in sub-clause
(ie) of clause of section 2 by the issuer, being a special purpose distinct entity.

CONTRACTS IN DERIVATIVES

Section 18A stipulates that notwithstanding anything contained in any other law for the time being in force,
contracts in derivative shall be legal and valid if such contracts are -

(a) traded on arecognised stock exchange;

(b) settled on the clearing house of the recognised stock exchange, or in accordance with the rules and bye-laws
of such stock-exchange;

(c) between such parties and on such terms as the Central Government may, by notification in the official Gazette,
specify.

STOCK EXCHANGES OTHER THAN RECOGNISED STOCK EXCHANGES PROHIBITED

Section 19 of the Act stipulates that no person shall, except with the permission of the Central Government, organise
or assist in organising or be a member of any stock exchange (other than a recognised stock exchange) for the
purpose of assisting in, entering into or performing any contracts in securities.

This section shall come into force in any State or area on such date as the Central Government may, by notification
in the Official Gazette, appoint.
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LISTING OF SECURITIES

Conditions for Listing

N
(=]

Section 21 of the Act provides that where securities are listed on the application of any person in any recognised
stock exchange, such person shall comply with the conditions of the SEBI (Listing Obligations and Disclosure
Requirements) Regulations.

Extracts from SEBI Order dated 20" August 2020 in the matter of The Orissa Minerals Development Co. Ltd.
[ADJUDICATION ORDER NO. Order/GR/KG/2020-21/8680-8682]

SEBI conducted investigation into the alleged delayed disclosure of the price sensitive information by The Orissa
Minerals Development Company Ltd., (“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 they 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

DELISTING OF SECURITIES

Section 21A provides thatarecognised stock exchange may delist the securities, after recording the reasons therefor,
from any recognised stock exchange on any of the ground or grounds as may be prescribed under this Act.

The securities of a company shall not be delisted unless the company concerned has been given a reasonable
opportunity of being heard.

A listed company or an aggrieved investor may file an appeal before the Securities Appellate Tribunal (SAT) against
the decision of the recognised stock exchange delisting the securities within fifteen days from the date of the
decision of the recognized stock exchange delisting the securities and the provisions of Sections 22B to 22E of this
Act, shall apply, as far as may be, to such appeals.

The Securities Appellate Tribunal may, if it is satisfied that the company was prevented by sufficient cause from
filing the appeal within the said period, allow it to be filed within a further period not exceeding one month.

Alisted company or an aggrieved investor may file an appeal before the Securities Appellate Tribunal (SAT) against
the decision of the recognised stock exchange as per the procedure laid down under the Securities Contracts
(Regulation) (Appeal to Securities Appellate Tribunal) Rules, 2000.

RIGHT TO APPEAL

Right of appeal to Central Government against refusal of stock exchanges to list securities of
public companies

Where a recognised stock exchange refuses to list the securities of any public company or collective investment
scheme, the company or scheme shall be entitled to be furnished with reasons for such refusal, and may, -

(a)  within fifteen days from the date on which the reasons for such refusal are furnished to it, or

(b)  where the stock exchange has omitted or failed to dispose of, within the time specified in section 40 of the
Companies Act, 2013 (hereafter in this section referred to as the “specified time”), the application for
permission for the shares or debentures to be dealt with on the stock exchange, within fifteen days from the
date of expiry of the specified time or within such further period, not exceeding one month, as the Central
Government may, on sufficient cause being shown, allow,

appeal to the Central Government against such refusal, omission or failure, as the case may be, and thereupon
the Central Government may, after giving the stock exchange an opportunity of being heard,-
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(i)  vary or set aside the decision of the stock exchange, or

(ii)  where the stock exchange has omitted or failed to dispose of the application within the specified time, grant
or refuse the permission,

and where the Central Government sets aside the decision of the recognised stock exchange or grants the permission,

the stock exchange shall act in conformity with the orders of the Central Government.

Right of appeal to Securities Appellate Tribunal (SAT) against refusal to list securities of public

companies by Stock exchanges

Where a recognised stock exchange, acting in pursuance of any power given to it by its bye-laws, refuses to list the

securities of any company, the company shall be entitled to be furnished with reasons for such refusal, and may, -

(a)  within fifteen days from the date on which the reasons for such refusal are furnished to it, or

(b)  where the stock exchange has omitted or failed to dispose of, within the time specified in section 40 of the
Companies Act, 2013, the application for permission for the shares or debentures to be dealt with on the
stock exchange, within fifteen days from the date of expiry of the specified time or within such further period,
not exceeding one month, as the Securities Appellate Tribunal may, on sufficient cause being shown, allow
appeal to the Securities Appellate Tribunal having jurisdiction in the matter against such refusal, omission or

failure, as the case may be, and thereupon the Securities Appellate Tribunal may, after giving the stock
exchange, an opportunity of being heard, -

(i)  vary or set aside the decision of the stock exchange; or

(ii)  where the stock exchange has omitted or failed to dispose of the application within the specified time,
grant or refuse the permission,

and where the Securities Appellate Tribunal sets aside the decision of the recognised stock exchange or grants the
permission, the stock exchange shall act in conformity with the orders of the Securities Appellate Tribunal.

Every appeal shall be in such form and be accompanied by such fee as may be prescribed. The Securities Appellate
Tribunal shall send a copy of every order made by it to SEBI and parties to the appeal. The appeal filed before the
Securities Appellate Tribunal shall be dealt with by it as expeditiously as possible and endeavour shall be made by
it to dispose off the appeal finally within six months from the date of receipt of the appeal.

The appeal filed before the Securities Appellate Tribunal is as per the procedure laid down under the Securities
Contracts (Regulation) (Appeal to Securities Appellate Tribunal) Rules, 2000.

Procedure and Powers of Securities Appellate Tribunal

Section 22B stipulates that the Securities Appellate Tribunal shall not be bound by the procedure laid down by the
Code of Civil Procedure, 1908, but shall be guided by the principles of natural justice and, subject to the other
provisions of this Act and of any rules, the Securities Appellate Tribunal shall have powers to regulate their own
procedure including the places at which they shall have their sittings.

The Securities Appellate Tribunal shall have, for the purpose of discharging their functions under this Act, the same
powers as are vested in a civil court under the Code of Civil Procedure, 1908 while trying a suit, in respect of the
following matters, namely :-

(a) summoning and enforcing the attendance of any person and examining him on oath;

(b) requiring the discovery and production of documents;

(c) receiving evidence on affidavits;

(d) issuing commissions for the examination of witnesses or documents;

(e) reviewing its decisions;

(f)  dismissing an application for default or deciding it ex parte;

(g) setting aside any order of dismissal of any application for default or any order passed by it ex parte; and

(h)  any other matter which may be prescribed.
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Right to Legal Representation

The appellant may either appear in person or authorise one or more chartered accountants or company secretaries
or costaccountants or legal practitioners or any of its officers to present his or its case before the Securities Appellate
Tribunal.

“Company Secretary” means a company secretary as defined in clause (c) of sub-section (1) of section 2 of the
Company Secretaries Act, 1980 and who has obtained a certificate of practice under sub-section (1) of section 6
of that Act.

Limitation

The provisions of the Limitation Act, 1963 shall, as far as may be, apply to an appeal made to a Securities Appellate
Tribunal.

Civil Court not to have jurisdiction

No civil court shall have jurisdiction to entertain any suit or proceeding in respect of any matter which a Securities
Appellate Tribunal is empowered by or under this Act to determine and no injunction shall be granted by any court
or other authority in respect of any action taken or to be taken in pursuance of any power conferred by or under this Act.

Appeal to Supreme Court

Any person aggrieved by any decision or order of the Securities Appellate Tribunal may file an appeal to the Supreme
Court within 60 days from the date of communication of the decision or order of the Securities Appellate Tribunal
to him on any question of law arising out of such order.

However the Supreme Court may; if it is satisfied that the appellant was prevented by sufficient cause from filing the
appeal within the said period, allow it to be filed within a further period not exceeding sixty days.

PENALTIES AND PROCEDURES

Any person who -

(a) withoutreasonable excuse (the burden of proving which shall be on him) fails to comply with any requisition
made under sub-section (4) of section 6; or

(b)  enters into any contract in contravention of any of the provisions contained in section 13 or section 16; or
(c) contravenes the provisions contained in section 17 or section 17A or section 19; or
(d) entersinto any contract in derivative in contravention of section 18A or the rules made under section 30; or

(e) ownsorkeepsaplace other than that of a recognised stock exchange which is used for the purpose of entering
into or performing any contracts in contravention of any of the provisions of this Act and knowingly permits
such place to be used for such purposes; or

(f)  manages, controls, or assists in keeping any place other than that of a recognised stock exchange which is
used for the purpose of entering into or performing any contracts in contravention of any of the provisions of
this Act or at which contracts are recorded or adjusted or rights or liabilities arising out of contracts are
adjusted, regulated or enforced in any manner whatsoever; or

(g) notbeing a member of a recognised stock exchange or his agent authorised as such under the rules or bye-
laws of such stock exchange or not being a dealer in securities licensed under section 17 willfully represents
to or induces any person to believe that contracts can be entered into or performed under this Act through
him; or

(h) not being a member of a recognised stock exchange or his agent authorised as such under the rules or bye-
laws of such stock exchange or not being a dealer in securities licensed under section 17, canvasses, advertises
or touts in any manner either for himself or on behalf of any other person for any business connected with
contracts in contravention of any of the provisions of this Act; or
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(i)  joins, gathers or assists in gathering at any place other than the place of business specified in the byelaws of
arecognised stock exchange any person or persons for making bids or offers or for entering into or performing

any contracts in contravention of any of the provisions of this Act.

shall, without prejudice to any award of penalty by the Adjudicating Officer or the SEBI under this Act, on
conviction, be punishable with imprisonment for a term which may extend to ten years or with fine, which
may extend to twenty five crore rupees or with both.

Any person who enters into any contract in contravention of the provisions contained in section 15 or who fails to
comply with the provisions of section 21 or section 21A or with the orders of or the Central Government under
section 22 or with the orders of the Securities Appellate Tribunal shall, without prejudice to any award of penalty
by the Adjudicating Officer under this Act, on conviction, be punishable with imprisonment for a term which may
extend to ten years or with fine which may extend to twenty five crore rupees, or with both.

The Act prescribes various penalties against persons who might be found guilty of offences under section 23 the

Act.

Section

Contravention

Penalty

23A(a)

Any person who fails to furnish any information,
document, books, returns or report to the recognised
stock exchange or to the SEBI, fails to furnish the same
within the time specified therefor in the listing agreement
or conditions or bye-laws of the recognised stock
exchange or the Act or rules made thereunder, or who
furnishes false, incorrect or incomplete information,
document, books return or report.

Fine of at least 1 lakh rupees but may
extend to 1 lakh rupees per day during
which such failure continues, subject to a
maximum of 1 crore rupees

23A(b)

Any person who fails to maintain books of account or
records, as per the listing agreement or conditions, or
bye-laws of a recognised stock exchange

Fine of at least 1 lakh rupees but may
extend to 1 lakh rupees per day during
which such failure continues, subject to a
maximum of 1 crore rupees

23B

Any person who fails to enter into an agreement with
clients

Fine of at least 1 lakh rupees but may
extend to 1 lakh rupees per day during
which such failure continues, subject to a
maximum of 1 crore rupees

23C

Failure by a stock broker or sub-broker or a listed
company or proposed listed company to redress
investors’ grievances within the time stipulated by
SEBI or recognised stock exchange

Fine of at least 1 lakh rupees but may
extend to 1 lakh rupees per day during
which such failure continues, subject to a
maximum of 1 crore rupees

23D

Failure to segregate securities or money of client or
clients or using the securities or money of client for
self-use or for any other client

At least 1 lakh rupees but may extend to
rupees 1 crore

23E

Failure to comply with the provisions oflisting conditions
or delisting conditions or grounds or breach thereof is
committed, by acompany or a person managing collective
investment scheme or mutual fund or real estate
investment trust or infrastructure investment trust or
alternative investment fund.

Liable for at least 5 lakh rupees which
may extend to rupees 25 crores

23F

If any issuer make an excess dematerialisation or
delivery of unlisted securities

At least 5 lakh rupees which may extend
to 25 crores rupees

23G

Failure by recognised stock exchange to furnish
periodical return or furnish false, incorrect orincomplete
periodical returns to SEBI or fails or neglects to make or
amend its rules or bye-laws as directed by SEBI or fails to
comply with the directions of SEBI

At least 5 lakh rupees which may extend
to 25 crores rupees
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23GA Where a stock exchange / a clearing corporation fails | Penalty at least 5 crore rupees which may
to conduct its business with its members /any issuer/ | extend to 25 crore rupees or three times
its agent/ any person associated with the securities | the amount of gains made out of such
markets in a manner not in accordance with the rules/ | failure, whichever is higher.

regulations made by the SEBI and the directions issued
by it under this Act

23H Whoever fails to comply with any provision of this Act, | At least 1 lakh rupees which may extend
the rules of articles or bye-laws or the regulations of | to rupees 1 crore

recognised stock exchange or directions issued by
SEBI for which no separate penalty has been provided

CASE LAWS \

1 20.08.2020 Dr. Satish Chandra, Ms. Sucharita Das Adjudicating Officer, Securities and
and The Orissa Minerals Development Co. Exchange Board of India

Ltd. (collectively known as “Noticees”) vs.
SEBI

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

Factors to be taken into account while adjudging the quantum of penalty by the Adjudicating
Officer

Section 23] provides for the factors to be taken into account by the adjudicating officer. While adjudging the quantum
of penalty under section 12A and section 23-I, the SEBI or adjudicating officer shall have due regard to the following
factors, namely -
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(@) 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)  therepetitive nature of the default.
Settlement of administrative and civil proceedings

Section 23]A states that any person, against whom any proceedings have been initiated or may be initiated under
section 12A or section 23-I, may file an application in writing to SEBI proposing for settlement of the proceedings
initiated or to be initiated for the alleged defaults.

The SEBI may, after taking into consideration the nature, gravity and impact of defaults, agree to the proposal for
settlement, on payment of such sum by the defaulter or on such other terms as may be determined by the SEBI in
accordance with the regulations made under the SEBI Act, 1992.

For the purpose of settlement under this section, the procedure as specified by the SEBI under the SEBI Act, 1992
shall apply. No appeal shall lie under section 23L against any order passed by the SEBI or adjudicating officer, as the
case may be, under this section. All settlement amounts, excluding the disgorgement amount and legal costs,
realised under this Act shall be credited to the Consolidated Fund of India.

Recovery of amounts

Section 23]B deals with recovery of amounts. If a person fails to pay the penalty imposed under this act or fails to
comply with any direction of SEBI for refund of monies or fails to comply with a direction of disgorgement order
issued under Section 12A or fails to pay any fees due to SEBI, the Recovery Officer may draw up under his signature
a statement in the specified form specifying the amount due from the person (such statement being hereafter in this
Chapter referred to as certificate) and shall proceed to recover from such person the amount specified in the
certificate by one or more of the following modes, namely:-

Modes of recovery

and for this purpose, the provisions of sections 220 to 227, 2284, 229, 232 the second and third schedule to the
Income Tax Act, 1961 and the Income-tax (Certificate Proceedings) Rules, 1962, as in force from time to time in so
far as may be, apply with necessary modifications as of the said provisions and the rules thereunder were the
provisions of this Act and referred to the amount due under this Act instead of to income-tax under the Income-Tax
Act, 1961.

Explanation 1. - For the purposes of this sub-section, the person’s movable or immovable property or monies held
in bank accounts shall include any property or monies held in bank accounts which has been transferred, directly
or indirectly on or after the date when the amount specified in certificate had become due, by the person to his
spouse or minor child or son’s wife or son’s minor child, otherwise than for adequate consideration, and which is
held by, or stands in the name of, any of the persons aforesaid; and so far as the movable or immovable property or
monies held in bank accounts so transferred to his minor child or his son’s minor child is concerned, it shall, even
after the date of attainment of majority by such minor child or son’s minor child, as the case may be, continue to be
included in the person’s movable or immovable property or monies held in bank accounts for recovering any
amount due from the person under this Act.
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Explanation 2. - Any reference under the provisions of the Second and Third Schedules to the Income-tax Act, 1961
and the Income-tax (Certificate Proceedings) Rules, 1962 to the assessee shall be construed as a reference to the
person specified in the certificate.

Explanation 3. - Any reference to appeal in Chapter XVIID and the Second Schedule to the Income-tax Act, 1961,
shall be construed as a reference to appeal before the Securities Appellate Tribunal under section 23L of this Act.

The Recovery Officer shall be empowered to seek the assistance of the local district administration while exercising
the powers under sub-section (1).

Notwithstanding anything contained in any other law for the time being in force, the recovery of amounts by a
Recovery Officer, pursuant to non-compliance with any direction issued by the SEBI under section 124, shall have
precedence over any other claim against such person.

order in writing to exercise the powers of a Recovery Officer.

The expression “Recovery Officer” means any officer of the Board who may be authorised, by general or speciﬁ

Continuance of Proceedings

Section 23 JC provides that where a person dies, his legal representative shall be liable to pay any sum which the
deceased would have been liable to pay, if he had not died, in the like manner and to the same extent as the deceased:

However, in case of any penalty payable under this Act, a legal representative shall be liable only in case the penalty
has been imposed before the death of the deceased person.

Any proceeding for disgorgement, refund or an action for recovery before the Recovery Officer under this Act,
except a proceeding for levy of penalty, initiated against the deceased before his death shall be deemed to have been
initiated against the legal representative, and may be continued against the legal representative from the stage at
which it stood on the date of the death of the deceased and all the provisions of this Act shall apply accordingly;

Any proceeding for disgorgement, refund or an action for recovery before the Recovery Officer under this Act,
except a proceeding for levy of penalty, which could have been initiated against the deceased if he had survived, may
be initiated against the legal representative and all the provisions of this Act shall apply accordingly.

Every legal representative shall be personally liable for any sum payable by him in his capacity as legal representative
if, while his liability for such sum remains undischarged, he creates a charge on or disposes of or parts with any
assets of the estate of the deceased, which are in, or may come into, his possession, but such liability shall be limited
to the value of the asset so charged, disposed of or parted with.

The liability of a legal representative under this section shall, be limited to the extent to which the estate of the
deceased is capable of meeting the liability.

Explanation.—For the purposes of this section “Legal representative” means a person who in law represents the
estate of a deceased person, and includes any person who intermeddles with the estate of the deceased and where
a party sues or is sued in a representative character, the person on whom the estate devolves on the death of the
party so suing or sued.

Crediting sum realised by way of penalties to Consolidated Fund of India

As per Section 23K all sums realised by way of penalties under this Act shall be credited to the Consolidated Fund
of India.

Appeal to Securities Appellate Tribunal

Section 23L stipulates that any person aggrieved, by the order or decision of the recognized stock exchange or the
adjudicating officer or any order made by the Securities and Exchange Board of India under or sub-section of section
23-1, may prefer an appeal before the Securities Appellate Tribunal.

Every appeal shall be filed within a period of forty-five days from the date on which a copy of the order or decision
is received by the appellant and it shall be in such form and be accompanied by such fee as may be prescribed.
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However the Securities Appellate Tribunal may entertain an appeal after the expiry of the said period of forty- five
days if it is satisfied that there was sufficient cause for not filing it within that period.

On receipt of an appeal the Securities Appellate Tribunal may, after giving the parties to the appeal, an opportunity
of being heard, pass such orders thereon as it thinks fit, confirming, modifying or setting aside the order appealed
against.

The Securities Appellant Tribunal shall send a copy of every order made by it to the parties to the appeal and to the
concerned adjudicating officer. The appeal filed before the Securities Appellate Tribunal shall be dealt with by it as
expeditiously as possible and endeavour shall be made by it to dispose of the appeal finally within six months from
the date of receipt of the appeal.

The appeal may be prefer before the Securities Appellate Tribunal as per the procedure laid down under the
Securities Contracts (Regulation) (Appeal to Securities Appellate Tribunal) Rules, 2000.

Person Appeal to be SAT shall give SAT to send a Every appeal
aggrieved by filed within an copy of every filed before
the order of 45 days opportunity order to the SAT to be
stock (unless of being parties to disposed of
exchange/ further heard and appeal and to within 6
adjudicating extension pass an concerned months from
officer/order granted by order- adjudicating the date of
of SEBI may SAT) confirming/ officer receipt of
appeal to SAT modifying appeal.
setting aside
the appealed
order

Extracts from SAT Order dated 25" February 2019 in the matter of Synergy Cosmetics (Exim) Limited vs. BSE Limited
[Appeal No. 469 of 2018]

Synergy Cosmetics (Exim) Limited (Company) is a listed company and its securities got delisted on the platform of
the BSE Limited. The BSE Limited vide its notice dated 18.10.2016 suspended the trading in securities of the
company for non-compliance of listing requirements. Since no steps were taken by the company for revocation of
the suspension, a show cause notice dated 26.04.2018 was issued calling upon the company to show cause as to
why the securities of the company should not be compulsorily delisted from the platform of the BSE Limited. The
BSE Limited by the impugned order dated 26.06.2018 issued an order compulsorily delisting the securities of the
company. The appellant being aggrieved by the computation of the fair value of the shares has filed the appeal under
Section 23L of the Securities Contracts (Regulation) Act, 1956.

Offences

Section 23M provides that if any person contravenes or attempts to contravene or abets the contravention of the
provisions of this Act or of any rules or regulations or byelaws made thereunder, for which no punishment is
provided elsewhere in this Act, he shall be punishable with imprisonment for a term which may extend to ten years,
or with fine, which may extend to twenty-five crore rupees or with both.

If any person fails to pay the penalty imposed by the adjudicating officer or the SEBI or fails to comply with the
direction or order, he shall be punishable with imprisonment for a term which shall not be less than one month but
which may extend to ten years, or with fine, which may extend to twenty-five crore rupees, or with both.
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Composition of certain offences

As per Section 23N, notwithstanding anything contained in the Code of Criminal Procedure, 1973, any offence
punishable under this Act, not being an offence punishable with imprisonment only, or with imprisonment and also
with fine, may either before or after the institution of any proceeding, be compounded by a Securities Appellate
Tribunal or a court before which such proceedings are pending.

Contravention by companies

Section 24 provides that, where a contravention of any of the provisions of this Act or any rule, regulation, direction
or order made thereunder has been committed by a company, every person who, at the time when the contravention
was committed, was in charge of, and was responsible to, the company for the conduct of the business of the
company, as well as the company, shall be deemed to be guilty of the contravention, and shall be liable to be
proceeded against and punished accordingly.

However, any such person shall not be liable to any punishment provided in this Act, if he proves that the
contravention was committed withouthis knowledge or thathe exercised all due diligence to prevent the commission
of such contravention .

Where a contravention of any of the provisions of this Act or any rule, regulation, direction or order made thereunder
has been committed by a company and is proved that the contravention has been committed with the consent or
connivance of, or is attributable to any gross negligence on the part of any director, manager, secretary or other
officer of the company, such director, manager, secretary or other officer of the company shall also be deemed to be
guilty of that contravention and shall be liable to be proceeded against and punished accordingly.

The provisions of this section shall be in addition to and not in derogation of, the provisions of section 22A of the Act.

Certain offences to be cognizable

As per Section 25, notwithstanding anything contained in the Code of Criminal Procedure, 1898, any offence
punishable under section 23 shall be deemed to be cognizable offence within the meaning of that Code.

Cognizance of offences by courts

Section 26 provides that no court shall take cognizance of any offence punishable under this Act or any rules or
regulations or bye-laws made thereunder, save on a complaint made by the Central Government or State Government
or the SEBI or a recognised stock exchange or by any person.

Establishment of Special Courts

Section 26A lays down the provisions for establishment of Special Courts by Central Government for the purpose of

speedy trial.

(@) The Central Government may, for the purpose of providing speedy trial of offences under this Act, by
notification, establish or designate as many Special Courts as may be necessary.

(b) A Special Court shall consist of a single judge who shall be appointed by the Central Government with the
concurrence of the Chief Justice of the High Court within whose jurisdiction the judge to be appointed is
working.

(c)  Aperson shall not be qualified for appointment as a judge of a Special Court unless he is, immediately before
such appointment, holding the office of a Sessions Judge or an Additional Sessions Judge, as the case may be.
Offences triable by Special Courts

Section 26B provides that all offences committed under this Act, shall be taken cognizance of and tried by the
Special Court established for the area in which the offence is committed or where there are more Special Courts
than one for such area, by such one of them as may be specified in this behalf by the High Court concerned.
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Appeal and Revision

As per Section 26C, the High Court may exercise, so far as may be applicable, all the powers conferred by Chapters
XXIX and XXX of the Code of Criminal Procedure, 1973 on a High Court, as if a Special Court within the local limits
of the jurisdiction of the High Court were a Court of Session trying cases within the local limits of the jurisdiction of
the High Court.

Application of code to proceeding before Special Court

Section 26D provides that the Code of Criminal Procedure, 1973 shall apply to the proceeding before a special court
and for the purposes of the said provisions, the special court shall be deemed to be Court of Session and the person
conducting prosecution before a special court shall be deemed to be a public prosecutor within the meaning of the
Code of Criminal Procedure, 1973. The persons conducting prosecution should have been in practice as an Advocate
for not less than seven years or shall have held a post, for a period of not less than seven years, under the Union or
a State, requiring special knowledge of law.

Transitional provisions

Section 26E stipulates that, any offence committed under this Act, which is triable by a Special Court shall, until a
Special Court is established, be taken cognizance of and tried by a Court of Session exercising jurisdiction over the
area, notwithstanding anything contained in the Code of Criminal Procedure, 1973.

However, nothing contained in this section shall affect the powers of the High Court under section 407 of the Code
to transfer any case or class of cases taken cognizance by a Court of Session under this section.

MISCELLANEOUS PROVISIONS

Entitlement of the Investors to Dividend declared by the Company

It shall be lawful for the holder of any security whose name appears on the books of the company issuing the said
security to receive and retain any dividend declared by the company in respect thereof for any year, notwithstanding
that the said security has already been transferred by him for consideration, unless the transferee who claims the
dividend from the transferor has lodged the security and all other documents relating to the transfer which may be
required by the company with the company for being registered in his name within fifteen days of the date on which
the dividend became due.

Explanation. - The period specified in this section shall be extended -
(i) in case of death of the transferee, by the actual period taken by his legal representative to establish his
claim to the dividend;

(ii) in case of loss of the transfer deed by theft or any other cause beyond the control of the transferee, by the
actual period taken for the replacement thereof; and

(iii) in case of delay in the lodging of any security and other documents relating to the transfer due to causes
connected with the post, by the actual period of the delay.

Nothing contained in above paragraph shall affect -

(@) theright of a company to pay any dividend which has become due to any person whose name is for the time
being registered in the books of the company as the holder of the security in respect of which the dividend
has become due; or

(b)  the right of the transferee of any security to enforce against the transferor or any other person his rights, if
any, in relation to the transfer in any case where the company has refused to register the transfer of the
security in the name of the transferee.

Right to Receive Income from Collective Investment Scheme

It shall be lawful for the holder of any securities, being units or other instruments issued by collective investment
scheme, whose name appears on the books of the collective investment scheme issuing the said security to receive
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and retain any income in respect of units or other instruments issued and declared by the collective investment
scheme in respect thereof for any year, though the said security, being units or other instruments issued by collective
investment scheme, has already been transferred by him for consideration, unless the transferee who claims the
income in respect of units or other instruments issued by collective investment scheme from the transfer or has
lodged the security and all other documents relating to the transfer which may be required by the collective
investment scheme with the collective investment scheme for being registered in his name within fifteen days of the
date on which the income in respect of units or other instruments issued by the collective investments scheme
became due.

Explanation - The period specified in this section shall be extended -

(i)  in case of death of the transferee, by the actual period taken by his legal representative to establish his claim
to the income in respect of units or other instruments issued by collective investment scheme;

(i) in case of loss of the transfer deed by theft or any other cause beyond the control of the transferee, by the
actual period taken for the replacement thereof; and

(ii) in case of delay in the lodging of any security, being units or other instruments issued by the collective
investment scheme, and other documents relating to the transfer due to causes connected with the post, by
the actual period of the delay.

This shall not affect -

(a) the right of a collective investment scheme to pay any income from units or other instruments issued by
collective investment scheme which has become due to any person whose name is for the time being
registered in the books of the collective investment scheme as the registered holder in the books of the
collective investment scheme being units or other instruments issued by collective investment scheme in
respect of which the income in respect of units or other instruments issued by Collective Investment Scheme
has become due; or

(b)  the right of transferee of any security, being units or other instruments issued by collective investment
scheme, to enforce against the transferor or any other person his rights, if any, in relation to the transfer in
any case where the company has refused to register the transfer of the security being units or other
instruments issued by the collective investment scheme in the name of the transferee.

Right to receive Income from Mutual Fund

Section 27B provides that it shall be lawful for the holder of any securities, being units or other instruments issued
by any mutual fund, whose name appears on the books of the mutual fund issuing the said security to receive and
retain any income in respect of units or other instruments issued by the mutual fund declared by the mutual fund
in respect thereof for any year, notwithstanding that the said security, being units or other instruments issued by
the mutual fund, has already been transferred by him for consideration, unless the transferee who claims the income
in respect of units or other instruments issued by the mutual fund from the transferor has lodged the security and
all other documents relating to the transfer which may be required by the mutual fund with the mutual fund for
being registered in his name within fifteen days of the date on which the income in respect of units or other
instruments issued by the mutual fund became due.

The period specified in this Section may be extended -
(i)  in case of death of the transferee, by the actual period taken by his legal representative to establish his claim
to the income in respect of units or other instrument issued by the mutual fund;

(i) in case ofloss of the transfer deed by theft or any other cause beyond the control of transferee, by the actual
period taken for the replacement thereof;

(iii) incase of delay in the lodging of any security, being units or other instruments issued by the mutual fund, and
other documents relating to the transfer due to cause connected with the post, by the actual period of the
delay.

This shall not affect -
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(a) therightofa mutual fund to pay any income from units or other instruments issued by the mutual fund which
has become due to any person whose name is for the time being registered in the books of the mutual fund as
the holder of the security being units or other instruments issued by the mutual fund in respect of which the
income in respect of units or other instruments issued by mutual fund has become due; or

(b)  theright of transferee of any security, being units or other instruments issued by the mutual fund, to enforce
against the transferor or any other person his rights, if any, in relation to the transfer in any case where the
mutual fund has refused to register the transfer of the security being units or other instruments issued by the
mutual fund in the name of the transferee.

Protection of action taken in good faith

No suit, prosecution or other legal proceeding whatsoever shall lie in any court against the governing body or any
member, office bearer or servant of any recognised stock exchange or against any person or persons appointed
under sub-section (1) of section 11 for anything which is in good faith done or intended to be done in pursuance of
this Act or of any rules or bye-laws made thereunder.

Special Provisions related to Commodity Derivatives

Section 30A deals with following special provisions relating to commodity derivatives:-

1. This Act shall not apply to non-transferable specific delivery contracts. However, no person shall organise or
assist in organising or be a member of any association in any area to which the provisions of section 13 have
been made applicable (other than a stock exchange) which provides facilities for the performance of any non-
transferable specific delivery contract by any party thereto without having to make or receive actual delivery
to or from the other party to the contract or to or from any other party named in the contract.

2. Where in respect of any area, the provisions of section 13 have been made applicable in relation to commodity
derivatives for the sale or purchase of any goods or class of goods, the Central Government may, by notification,
declare that in the said area or any part thereof as may be specified in the notification all or any of the
provisions of this Act shall not apply to transferable specific delivery contracts for the sale or purchase of the
said goods or class of goods either generally, or to any class of such contracts in particular.

3. If the Central Government is of the opinion that in the interest of the trade or in the public interest it is
expedient to regulate and control non-transferable specific delivery contracts in any area, it may, by
notification in the Official Gazette, declare that all or any of the provisions of this Act shall apply to such class
or classes of non-transferable specific delivery contracts in such area in respect of such goods or class of
goods as may be specified in the notification, and may also specify the manner in which and the extent to
which all or any of the said provisions shall so apply.

Validation of certain Acts

Section 32 provides that any act or thing done or purporting to have been done under the principal Act, in respect
of settlement of administrative and civil proceedings, shall, for all purposes, be deemed to be valid and effective as
if the amendments made to the principal Act had been in force at all material times.

II. SECURITIES CONTRACTS (REGULATION) RULES, 1957

These rules were made by the Central Government in exercise of the powers conferred by Section 30 of the Securities
Contracts (Regulation) Act, 1956 and notified on February 21, 1957. The Government promulgated the Securities
Contracts (Regulation) Rules, 1957 (‘SCRR’) for carrying into effect the objects of the Securities Contracts
(Regulation) Act. These rules provide among other things, for the-

requirements for
listing of securities on
arecognised stock

procedure to be Submission of inquiry into the affairs
followed for periodical returns and of stock exchanges and

recognition of Stock annual reports by their members
Exchanges recognised stock
exchanges

exchange
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The rules are statutory and they constitute a code of standardized regulations uniformly applicable to all the
recognised stock exchanges.Under the SCRR, the Government and the Securities and Exchange Board of India (SEBI)
issue notifications, guidelines, and circulars which need to be complied with by market participants. Most of the
powers under the SCRA are exercisable by Department of Economic Affairs (DEA) while a few others by SEBI. The
powers of the DEA under the SCRA are also concurrently exercised by SEBI. The powers in respect of the contracts
for sale and purchase of securities, gold related securities, money market securities and securities derived from
these securities and carry forward contracts in debt securities are exercised concurrently by Reserve Bank of India (RBI).

REQUIREMENTS OF LISTING OF SECURITIES WITH RECOGNISED STOCK EXCHANGES

Rule 19(1)

This is one of the most important provisions of the Securities Contracts (Regulation) Rules, 1957. Rule 19 provides
for the complete procedure in this regard. A public company as defined under the Companies Act, 2013, desirous of
getting its securities listed on a recognised stock exchange, shall apply for the purpose to the stock exchange and
forward along with its application the following documents and particulars:

(@) Memorandum and articles of association and, in the case of a debenture issue, a copy of the trust deed.
(b)  Copies of all prospectuses or statements in lieu of prospectuses issued by the company at any time.

(c) Copies of offers for sale and circulars or advertisements offering any securities for subscription or sale during
the last five years.

(d) Copies of balance sheets and audited accounts for the last five years, or in the case of new companies, for such
shorter period for which accounts have been made up.

(e) A statement showing -

i. dividends and cash bonuses, if any, paid during the last ten years (or such shorter period as the
company has been in existence, whether as a private or public company),

il. dividends or interest in arrears, if any.

(f)  Certified copies of agreements or other documents relating to arrangements with or between -
i. vendors and/or promoters,
ii. underwriters and sub-underwriters,

iii. brokers and sub-brokers.

(g) Certified copies of agreements with -

i. managing agents and secretaries and treasurers,

ii. selling agents,

iii. managing directors and technical directors,

iv. general manager, sales manager, managers or secretary.

(h)  Certified copy of every letter, report, balance sheet, valuation contract, court order or other document, part
of which is reproduced or referred to in any prospectus, offer for sale, circular or advertisement offering
securities for subscription or sale, during the last five years.

(i)  Astatement containing particulars of the dates of, and parties to all mater