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The Securities & Exchange Board of India Act, 1992 (Chart 2A.34)

Establishment &

incorporation of Board
[Section 3]

Term of office & conditions of service of

Chairman & members of Board [Section 5]

SEBI (hereinafter called ‘ Board')
has been established as-

a) a body corporate
b} having perpetual succession
& a common seal

¢) with powers to acquire, hold

& dispose of property, both
movable & immovable

d) to contract as also to sue or
be sued by name of SEBI.

e) HO of Board shall be at
Mumbai

f) Board may establish offices at
other places in India

a) Term- As appointed by CG

b) Terminations from Service-

i) CG will have a right to terminate.

ii) at any time before expiry of their tenure by

giving 3 months notice in writing or salary &
allowance

¢) Resignation- Have right to relinquish office at
any time before expiry of their tenure by giving
a notice of 3 months in writing to CG

d) Tenure-

i) Chairman & WT Members may hold office for
a period of 3 yrs subject to max age limit of 65
yrs & can be re- appointed by CG

ii) Part time member may also hold office for a
max of 3 yrs but there is no age limit

Management of Board | Removal of Members of Board [Section 6]
[Section 4]

Member of Board-
a) Chairman (nominated by
Union Govt of India)

b) 2 Members (Officers from
Union Ministry)
¢) 1 member (From RBI)

d) § other members (nominated
by Union Govt of India), out of
them at least 3 shall be WT
members

CG have power to remove member or chairman:
a) At any time has been adjudicated as insolvent
b) Has been declared by a competent court to

be of unsound

¢) Has been convicted of an offence involves a
moral turpitude

d) Abused his position as to render his
continuance in office detrimental to public
interest

" Meetings of the Board [Section 7]

v

Powers and Functions of SEBI (Section 11)

a) At such time & place as may be provided by reg.

b} If CM not present any member present can
preside with meeting

Member not to participate in meetings in
certain cases [Section 7A]

Any member- a) Who is a director of a co. &

b) Who as such director has any indirect pecuniary
interest in any matter coming up for consideration
at a meeting of Board.

As soon as possible after relevant circumstances
have come to his knowledge disclose nature of his
interest.

Vacancies, etc., not to invalidate
proceedings of the Board [Section 8]

a) Any vacancy in Board shall not invalidate any of
acts or proceeding of Board.

b) Following reason shall not invalidate any act or
proceeding of the Board-

i) Any defect in constitution of Board

ii) or in appointment of any person or member of
Board

iii} or any irregularity in procedure of Board not

affecting merits of the case

Mesures to Regulate Securities Market (SM)

a) Regulating Business in SE

b) Registering & Regulating working of depositories,
participants & other intermedaries

ba) Registering & regulating working of depositories,
participants, custodians of securities, foreign
institutional investors, credit rating agencies.

c) registering & regulating working of venture capital
funds & collective investment schemes, including MF

d) Prmoting & regulating Self regulatory oganization

e) Prohibiting fraudulent & unfair trade practices
relating to securities markets

f) Promoting investor's education & training of

intermediarie's of securities markets

g) Prohibiting insider trading in securities
h) Regulating substantial acquisition of shares &

take-over of companies

i) Calling for info from, undertaking inspection,
conducting inquiries & audits of SE, MF
ia) Calling for info & records from any person

ib) Calling for info from, or furnishing info to, other
authorities, whether in India or outside India,
having functions similar to those of Board

j) Performing such functions & exercising powers
under provisions of SCRA

k) Levying fees or other charges

1) Conducting research for above purposes

m) Calling from or furnishing to any such agencies,

Power with respect to inspection of books
& Documents

Passing of an order by an Board

a) Board may take measures to undertake
inspection of any book/ register/other
document or record

b) Where Board has reasonable grounds to
believe that such co. has been indulging in
insider trading / fraudulent & unfair trade
practices relating to securities market

Board may in interests of investors
or securities market, take any of
following measures, either
pending investigation or inquiry or
on completion of such
investigation or inquiry, namely:-

Board are vested with same power as that
of civil court

a) Inspection of any books, registers &
other documents

b) Discovery & production of books of Afc
¢) Issuing commissions for examination of

witnesses or documents

d) Summoning & enforcing attendance of
persons & examining them on oath

Additional functions of SEBl under SCRA

a) Power to call for periodical returns or
direct enquiries to be made (Sec 6 of SCRA)

b} Power to approve bye-laws of SE

c) Power of SEBI to make or amend bye-
laws of recognised SE (Sec 10, SCRA)

d) Licensing of dealers in securities in
certain areas (Sec 17 SCRA)

e) Public Issue & listing of securities
referred to in sect 2 (h) (i) of SCRA

f) Power to delegate

a) Suspend trading of any security
in a recognised SE

b} Prohibit any person associated
with securities market to buy, sell
or deal in securities

c) Suspend any office-bearer

d) Impound proceeds or securities
in respect of any transaction which
is under investigation

€) attach, after passing of an order
for a period not exceeding 1
month, one or more bank account
or accounts of any intermediary or
any person associated with
securities market

f) Direct any intermediary or any
person associated with securities
market not to dispose of or
alienate an asset forming part of
any transaction which is under
investigation




The Securities & Exchange Board of India Act, 1992 (Chart 2A.35)

Board to Regulate or Prohibit
Issue of Prospectus, Offer

Document or Advertisement
Soliciting Money for Issue of
Securities (Section 11A)

a) Specify, by regulations

Matters relating to issue of capital,
transfer of securities & other
matters incidental there to

b) by general or special orders

i) Prohibit any co. from issuing
prospectus, any offer document, or
advertisement soliciting money
from public for issue of securities

ii) Specify conditions subject to
which prospectus, such offer
document or advertisement, if not
prohibited, may be issued

Power to Issue Directions
(Section 11B)
a) In interest of investors, or orderly
development of securities market

b) To prevent affairs of any
intermediary in a manner
detrimental to interest of investors
or securities market; or

¢) To secure proper management of
any such intermediary or persons

v

|Collective Investment Scheme (11AA)|

Investigation (section 11C)

I) Requisite conditions:-

a) Contributions or payments made by
investors, are pooled & utilized for
purposes of scheme or arrangement

b) Such contributions or payments are
made with a view to receive profits,
income, produce or property

c) Property, contribution or investment
forming part of scheme or arrangement,
whether identifiable or not, is managed

d) Investors do not have day-to-day control
over mgt & operation of scheme

ll) Exceptions:-

a) Co-operative society registered or a
society being registered or deemed to be
registered

b) Deposits are accepted by NBFC

¢) Contract of insurance to which
Insurance Act applies

d) Providing for any Scheme, Pension
Scheme or Insurance Scheme

e) Deposits accepted u/s 58A of the Co Act,
1956 & deposits accepted by Co. declared
as Nidhi or a mutual benefit society

f) Falling within meaning of Chit business

[g) Contributions made in MF

) Grounds for issue of an order of
investigation

V) On failure

a) Transactions in securities are being dealt
with in a manner detrimental to investors or
securities market

b) Any intermediary or person associated
with securities market has violated any
provisions of this Act

Il) Furnishing of relevant documents to
investigating authority

a) Every manager, managing director, officer
& other employee of co.

b) Every person associated with securities
market to preserve &

¢) To produce to Investigating Authority or
any person authorised by it in this behalf

If any person fails without reasonable cause
or refuses

a) To produce books

b) To furnish any information

c) To appear before IA personally or to
answer any question which is put to him

d) To sign notes of any examination

Person shall be punishable with-

a) Imprisonment- which may extend to 1 yr or
b) fine- which may extend to 1 Cr Rs. Or

¢) With both and

d) Also with a further fine which may extend
to 5 lakh Rs. for every day after first during
which failure or refusal continues

VIl) Demand of services of other
officers

v
| Laasad & Nasit

Proceedings
(Section 11D)

Authorized officer may requisition
services of any police officer or any
officer of CG, or of both, to assist
him for all with respect to
impounding of documents

IX) Order of court

ll) Period of custody

V1) Notes of examination to be used as
examination

a) To enter, with such assistance, as
may be required, where such books
are kept

b) To search that place or those
places in manner specified in order;

¢) To seize books, it considers
necessary for purposes of
investigation

a) Investigating Authority(IA) may keep in its
custody any books, registers, produced for 6
months & thereafter shall return same to
any intermediary or any person associated
with securities market

b) IA may call for any book, register, other
document & record if they are needed again

Notes of any examination shall be taken
down in writing & shall be read over to, or by,
& signed by, person examined, & may
thereafter be used in evidence against him

X) Impounded documents will
remain in custody of 1A

VII) Impounding of documents

IV) Examination on oath

Any person, directed to make an
investigation, may examine on oath, any
manager, managing director, officer & other
employee associated with securities market

IA has reasonable ground to believe that
books may be destroyed, mutilated, altered,
falsified or secreted IA may make an
application to Magistrate or Judge of such
designated court in Mumbai, as may be
notified by CG for an order for seizure of such
books, registers, other documents & record

1A shallkeep in its custody books,
seized under this sec for such
period not later than conclusion of
investigation as it considers
necessary & thereafter shall return
same to co & inform Magistrate or
Judge of Designated Court of such
return

a) If Board finds,
after causing an
inquiry to be made,
that any person has
violated, or is likely
to violate, any
provisions of this
Act, it may pass an
order requiring such
person to cease &
desist from
committing or
causing such
violation

b) Provided that
Board shall not pass
such order, unless
Board has
reasonable grounds
to believe that such
co. has indulged in
insider trading or
market manipulation




The Securities & Exchange Board of India Act, 1992 (Chart 2A.36)

Registration Certificate
(Section 12)

1) Provision related to

a) Persons who are authorized to
buy, sell or deal in securities

b) Board may by notification
specify persons who shall buy or
sell or deal in securities

c) Person who shall sponsor or
cause to be sponsored or carry on
or caused to be carried on any
venture capital funds & collective
investment scheme including MF

Prohibition of Manipulative
& Deceptive Devices, Insider
Trading & Substantial

Acquisition of Securities or
Cotrol (Section 12A)

1) Manner of application for
registration

a) Every application for
registration shall be in such
manner & on payment of such
fees as may be determined by
regulations

I1l) Suspension /cancellation of a |
certificate of registration

a) Board may, by order, suspend
or cancel a certificate of
registration as may be determined
by regulations; Provided that no
order under this sub-sec shall be
made unless person concerned
has been given a reasonable
opportunity of being heard

No person shall directly or

a) Use or employ, in connection
with issue, purchase or sale of
any securities

b) Employ any device, scheme or
artifice to defraud in connection
with issue or dealing in
securities

| |c) Engage in any act, practice,

course of business which
operates as fraud in connection
with issue

d) Engage in insider trading

e) Deal in securities while in
possession of material or non-
public information or
communicate such information
to any other person, in a manner
which is in contravention of
provisions of this Act

f) Acquire control of any co or
securities more than percentage
of eq. share capital of a co.

v
| Finance, Accounts & Audit

Power to adjudicate (Section 15-1) '

1) Grants by CG [Section 13]

1) Adjudication Officer

Factors to be taken into

Wﬂt by AO (Section 15J)|

CG may, after appropriation made by
Parliament by law in this behalf, make
to Board grants of such sums of money
as that Govt. may think fit

Il) Fund [Section 14]

a) Fund to be called SEBI General Fund &
there shall be credited thereto-

i) grants, fees & charges received by
Board

ii) sums received from such other
sources as may be decided upon by CG

b) Fund shall be applied for meeting-
i) Salaries, allowances & other
remuneration

i) Expenses of Board in the discharge of
its functions under sec 11

iii) Expenses on objects

I1) Accounts & audit [Section15]

a) Preparation of annual financial
statement of Board in consultation with
CAG of India

b) Audit of accounts of Board

c) Certified Accounts & Audit reports to
be forwarded to CG

_ Penalties & Adjudication |

For Section 15A to 15F refer page 2A.16
& 2A.17 of This book

Board shall appoint officer not below rank of a
Division Chief to be an adjudicating officer

1) Powers of Adjudication Officer

a) To summon & enforce attendance of any
person acquainted with facts & circumstances
of case to give evidence or to produce any
document which in opinion of adjudicating
officer, may be useful for or relevant to
subject-matter of inquiry

b) If on such inquiry, he is satisfied that person
has failed to comply with provisions of he may
impose such penalty as he thinks fit

Il) Order passed by AO is not justified

a) Board may call for & examine record of any
proceedings & if it considers that order passed
by adjudicating officer is erroneous & it is not
in interests of securities market, it may, after
making such inquiry as it deems necessary,
pass an order enhancing quantum of penalty

b) Provided- Person concerned has been given
an opportunity of being heard in matter.

c) Limitation period- Provided further that
nothing contained in this sub-sect shall be
applicable after an expiry of a period of 3
months from date of order passed by AO or
disposal of under sec 15T, whichever is earlier

a) Amt of disproportionate gain or
unfair advantage, wherever
quantifiable, made as a result of
default

b) Amt of loss caused to an
investor or group of investors as a
result of default

c) Repetitive nature of default

" of penalties to Consolidated
Fund of India (Section151A)

All sums realised by way of
penalties under this Act shall be
credited to Consolidated Fund of
India

}Settlement of administrative &

civil pr oceedings
(Section 15 JB)

a) Filing of an application

b) Board may consider for
settlement of defaults

¢) Mode of settlement proceedings

d) No appeal preferred




Establishment of Securities Appellate
Tribunals (Section 15K)

The Securities & Exchange Board of India Act, 1992 (Chart 2A.37)

Appointment of judicial member
(Section 15MA)

a) CG shall establish a Tribunal to be
known as SAT to exercise jurisdiction,
powers & authority conferred on it by
or under this Act

Presiding Officer & Judicial Members
of SAT shall be appainted by CG in
consultation with Chief Justice of
India or his nominee

Composition of SAT (Section 15L)

Appointment of technical member
(Section 15MB)

SAT shall consist of a Presiding Officer &
such no. of Judicial Members &Technical
Members as CG may determine

Qualification for appointment as

Presiding Officer or Member of SAT
{Section 15M)

Technical Members of SAT shall be
appointed by CG on recommendation
of a Search-cum-Selection Committee

Establishment, Jurisdiction, Authority & Procedure of Seurities Appellate Tribunal (SAT)

Tenure of office of Presiding

Officer & other Members of SAT
(Section 15N)

a) Presiding Officer or other
Member of SAT shall hold office
for a term of 5 yrs from date &
shall be eligible for
reappointment for another
term of max 5 years

b) Provided that no Presiding
Officer or other Member shall
hold office after he has attained
age of 70 years

Validity of appointment of Presiding
officer & members of SAT
(Section 15MC)

a) Is, or has been, a Judge of Supreme
Court or a Chief Justice of a High Court
ora Judge of High Court for at least 7
years, in case of Presiding Officer; &

b} Is, or has been, a Judge of High Court
for at least 5 years, in case of a Judicial
Member

¢} In case of a Technical Member-
i) Is, or has been, a Secretary or an
Additional Secretary in Ministry or
Department of CG or SG

b} Is a person of proven ability, integrity
& standing having special knowledge &
professional experience, of not less than
15, in financial sector including
securities market or pension funds or
commadity derivatives or insurance

Salary & allowances & other
terms & conditions of service of

Presiding Officers (Section 15-0)

a) No appointment of Presiding
Officer, a Judicial Member or a
Technical Member of SAT shall be
invalid merely by reason of any
vacancy or any defect in constitution
of Search cum- Selection Committee.
b) Disqualification of members- A
member or part time member shall
not be appointed as Presiding Officer
or Member of SAT, during his service
or tenure as such with Board or with
such Authorities, as case may be, or
within 2 years from date on which he
ceases to hold office as such in Board.

c) Effect of holding of office by officer
or members on commencement of
Finance Act, 2017.

a) Salary & allowances payable
to Presiding Officer and other
Members of a SAT shall be such
as may be prescribed

rResignation & removal (section lSQ)J

Staff of SAT (Section 155)

[ Procedure & powers of SAT (Section 15U} |

Limitation (Section15W)

a) Resignation by notice in writing-
Presiding Officer shall, unless he is
permitted by CG to relinquish his
office sooner, continue to hold office-

i) Until expiry of 3 months from date of
receipt of such notice or

ii} Until a person duly appointed as his
successor enters upon his office or
iii) Until expiry of his term of office

Whichever is the earliest

a) CG shall provide SAT with such
officers & employees as that Govt.
may think fit.

b) Officers & employees of SAT
shall discharge their functions
under general superintendence of
Presiding Officer

c) Salaries & allowances of officers
of SAT shall be such as may be
prescribed

b) Removal of Presiding officer/
Judicial member/ Technical member

i) Is, or at any time has been adjudged
as an insalvent

ii) Has become physically or mentally
incapable

iii) Has been convicted of any offence
which involves moral turpitude

iv) Abused his position as to render his
continuation in office detrimental to
publicinterest

Filling up of vacancies
{Section 15P)

a) CG shall appoint another

person to fill vacancy

b) Praceedings may be
continued before SAT from
stage at which vacancy i filled

¢) CG authorized to regulate procedure|
of investigation

Orders constituting Appellate Tribunal
to be final & not ta invalidate its
proceedings (Section 15R)

No order of CG appointing any person
as Presiding Officer or a Member of a
SAT shall be called in question in any
manner on ground merely of any
defect in constitution of a SAT

Appeal to SAT (Section 15T)

a) Appeal shall be filed within a
period of 45 days from date on
which a copy of order made by
Board/ AO/ IRDA as case may be,
& it shall be in such form & be
accompanied by such fee as may
be prescribed

b) On receipt of an appeal SAT
may, after giving an opportunity of
being heard, pass such orders
thereon as it thinks fit, confirming,
madifying or setting aside order
appealed against

c) SAT shall send a copy of every
order made by it to Board as case
may be the parties to the appeal &
to concerned AO

d) Appeal filed before SAT shall be
dealt with within 6 months from
date of receipt of appeal

1) Powers-

a) Summoning & enforcing attendance of
any person & examining him on cath

b) Requiring discovery & production of
documents

¢) Receiving evidence on affidavits

d) Issuing commissions for 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

Il} On application of any of parties & after
notice to parties, & after hearing such of
them, or on his own motion without such
notice, Presiding Officer of SAT may
transfer any case pending before ane
Bench, for disposal, to any other Bench

Ill) If a Bench of SAT consisting of 2
|members differ in opinion, they shall state
|point or paints on which they differ, to
Presiding Officer of SAT & such point or
points shall be decided according to
opinion of majority of members of SAT
who have heard case, including those who
first heard it

Right to legal representation (Section lSV)I

Provisions of Limitation Act,
1963 shall, apply to an appeal
made to a SAT

Presiding Officer, Members &
staff of SAT to be public

servants (Section15X)

Civil Court not to have
jurisdiction (Section 15Y)

No civil court shall have
jurisdiction to entertain any
suit or proceeding in respect of
any matter to determine & no
injunction shall be granted by
any court in respect of any
action taken in pursuance of
any power conferred by or
under this Act

Appeal to Supreme Court
(Section 152)

a) Any person aggrieved by any|
decision of SAT may,

b) File an appeal to Supreme
Court within 60 days from
date of communication of
decision or order of SAT to him

Appellant may either appear in person or
authorise one or more CA or CS or CMA or
or case before SAT
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Power of CG to issue

directions [Section 16]

a) Board shall, in exercise of its
powers or performance of its
functions, be bound by such
directions as CG may give in
writing to it from time to time

Power of CG to supersede

Board (Section 17)

1) CG may supersede Board-

Board is unable to discharge
functions & duties

b) Board has persistently made
default in complying with any
direction issued by CG

c) Default in discharge of
functions & duties imposed

d) Circumstances exist which
render it necessary in public
interest so to do

a) On account of grave emergency,

1l) Effect of publication of
notification of superseding Board

of supersession, vacate their
offices as such

b) All powers, functions & duties
exercised or discharged by or on
behalf of Board, shall be exercised

by such person as CG may direct;

c) All property owned or
controlled by Board shall, until
Board is reconstituted vest in CG

a) All members shall, as from date

' Returns & reports (Section 18) [

a) Furnishing of returns & reports by
Board to CG

b) Report of previous FY by Board

c) Report to be presented before
Parliament

Appeals (Section 19)

Protection of action taken in

good faith (Section 23)

Power to grant immunity

(Section 24B)

No suit, prosecution or other legal
proceedings shall lie against-

a) Central Government or
b) Board or
c) Any officer of CG or

d) Any member, officer or other
employee of Board

a) Full & True Disclosure:-

CG is satisfied, that any person,
who is alleged to have violated any
of provisions of this Act made
thereunder, has made a full & true
disclosure in respect of alleged
violation

a) Appeal to CG
b) No appeal after expiry of limitation

c) Appeal shall be made in prescribed
form with a copy of an order

Bar of jurisdiction (Section 20A)

a) No order passed by Board or AO
under this Act shall be applecable
except as provided in section 15T or
section 20, and

b) No civil court shall have jurisdiction
in respect of any matter which Board
or AO is empowered by, or under, this
Act to pass any order, &

c) No injunction shall be granted by
any court or other authority in respect
of any action taken in pursuance of
any order passed by Board or AO by,
or under, this Act

Members, officers & employees

of Board to be public servants
(Section 22)

All members of Board shall be
deemed, to be public servants within
meaning of sec 21 of the IPC

_ Offénces [Sectibn 241|

a) Without prejudice to any award
of penalty by AO, if any person
contravenes or attempts to
contravene, he shall be punishable
with imprisonment for a term
which may extend to 10 years, or
with fine, which may extend to 25
Cr Rs. or with both

b) If any person fails to pay penalty
or fails to comply with any of his
directions or orders, punishable
with imprisonment for a term
which shall not be less than 1
month but which may extend to 10
yrs, or with fine, which may extend
to 25 Cr. Rs or with both

;Composition of certain offences

(Section 24A)
Any offence punishable under this
Act, not being an offence
punishable with imprisonment
only, or with imprisonment & also
with fine, be compounded by a SAT
or a court before which such
proceedings are pending

b) No Prosecution / Penalty:-
Immunity can be granted-

i) from prosecution or

ii) from imposition of any penalty
under this Act with respect to
alleged violation

c) Pending Proceeding:-

No such immunity shall be granted
by CG in cases where proceedings
for prosecution for any such offence
have been instituted before date of
receipt of application for grant of
such immunity

d) Withdrawal of Immunity:-

Immunity granted can be
withdrawn by CG, if it is satisfied
that such person had, not complied
with condition on which immunity
was granted or had given false
evidence

Cognizance of offences by
courts (Section 26)

No court shall take cognizance of
any offence punishable under this
Act




The Securities &

Special Courts (Section 26A)

1) Establishment of Special Court-

Exchange Board of India Act, 1992 (Chart 2A.39)

¥

Application of other laws
not barred (Section 32)

¥

Offences by companies
(Section 27)

R o Pace e (Seruboms]

1) CG may, by notification, make rules
for purposes of this Act

CG may, for purpose of providing speedy
trial of offences under this Act, by
notification, establish or designate as
many Special Courts as may be

1) Where an offence under this Act
has been committed by a Co.

Provisions of this Act shall
be in addition to, & not in
derogation of, provisions of
any other law for time being
in force

I1) Such rules may provide for all or
any of following matters, namely-

a) Every person who at time offence
was committed was in charge of, &
was responsible to, Co. for conduct of
business of Co, as well as

a) Term of office & other conditions of

R =Y. service of Chairman & members

b) Additional functions that may be
performed by Board

) Composition:-

b) Co, shall be deemed to be guilty of
offence & shall be liable to be
proceeded against & punished
accordingly.

It shall consist of a single judge who
shall be appointed by CG with
concurrence of Chief Justice of High
Court within whose jurisdiction judge to
be appointed is working

Power to remove
difficulties (Section 34)

c) Accounts of the Board

d) Salaries & allowances & other
terms & conditions of service

a) Power- CG may, by order,
published in Official Gazette

e) procedure for the investigation of
misbehaviour or incapacity

Il) Exemption:-

a) If he proves that offence was
committed without his knowledge or
that he had exercised all due
diligence to prevent commission of
such offence

Ill) Qualification for appointment:-

f) Form in which an appeal may be
filed before SAT under sec 15T & fees
payable

A person shall not be qualified for
appointment as a judge of a Special
Court unless he is, immediately before
such appointment, holding office of a
Sessions Judge or an Additional Sessions

b) No order shall be made
under this sec after expiry of
5 years from commencement

g) Form & manner in which returns &
of this Act

report to be made to CG

Judge, as case may be

Appeal & revision (Section 26C)

High Court may exercise, all powers as if
a Special Court within local limits of
jurisdiction of High Court

Recovery of amounts
(Section 28A)

Validation of certain acts
(Section 34A)

Rules & regulations to be laid

before Parliament (Section 31)

Recovery Officer shall proceed to
recover from following modes-

Any act or thing done or
purporting to have been
done under the principal

Every rule & regulation made shall be
laid, before each House of Parliament,

a) Attachment & sale of person’s
while it is in session, for a total period

movable property

Transitional provisions
(Section 26E)

b) attachment of person’s bank
accounts

c) Attachment & sale of person’s
immovable property

of 30 days which may be comprised in
1 session or in two or more successive
sessions, and if, before expiry of
session immediately following session
or successive sessions aforesaid, the
rule or regulation shall thereafter

Act, in respect of calling for
info from, or furnishing info
to, other authorities,
whether in India or outside
India, having functions
similar to those of Board &

d) Arrest of person & his detention in
prison

a) Any offence committed under this
Act, which is triable by a Special Court
shall, until a Special Court is established,
be taken cognizance of & tried by a
Court of Session

in respect of settlement of
administrative & civil
proceedings, shall, for all
purposes, be deemed to be
valid

have effect only in such modified form

or be of no effect, as the case may be
e) Appointing a receiver for

management of person’s movable &
immovable properties




SECURITIES AND EXCHANGE BOARD OF INDIA (ISSUE OF CAPITAL AND DISCLOSURE REQUIREMENTS) REGULATIONS, 2009 (Chart 2B.16)

Definitions

CONDITIONS FOR PUBLIC ISSUES AND RIGHT ISSUE

BOOK BUILDING ROUTE

PRICING IN PUBLIC ISSUE

When an unlisted co. makes either a fresh issue of

securities or an offer for sale of its existing securities or
both for first time to public. This paves way for listing &
trading of issuer’s securities.

Is when an already listed co. makes either a fresh issue of
securities to public or an offer for sale to public, through
an offer document. An offer for sale in such scenario is
allowed only if it is made to satisfy listing or continuous
listing obligations.

When a listed co. which proposes to issue fresh securities
to its existing shareholders as on a record date. Rights are
normally offered in a particular ratio to number of
securities held prior to issue. This route is best suited for
companies who would like to raise capital without
diluting stake of its existing shareholders unless they do
not intend to subscribe to their entitlements.

When an issuer makes an issue of securities to its existing
shareholders as on a record date, without any
consideration from them, it is called a bonus issue. Shares
are issued out of Company's free reserve or share
premium account in a particular ratio to number of
securities held on a record date.

Is an issue of shares or of convertible securities by a co. to
a select group of persons under Section 42 of Companies
Act, 2013 whichis neither a rights issue nor a public
issue. This is a faster way for a co. to raise equity capital.

means allotment of eligible securities by a listed issuer to
qualified institutional buyers on private placement basis
in terms of SEBI (Issue of Capital and Disclosure
Requirements) Regulations 2009

When can a Public Issue be made

a) Every Co. needs funds for its business. Funds
requirement can be for short term or for long term

b) Capital can be raised through private placement
of shares, public issue, right issue etc

¢) Public issue means raising funds from public.
Promoters of Co. may have plans for Co., which
may require infusion of money

d) Main purpose of public issue, amongst others, is
to raise money through public & get its shares listed
at any of recognized stock exchanges in India

Pre-Requisites for a Co. to be eligible to opt for
IPO with respect to SEBI

Entry Norms for Public Issue

a) Unlisted Companies

Unlisted Co's are those public limited Companies
which are presently not listed at any of recognized
stock exchanges in India. Shares of such Co's are
therefore not traded at any stock exchanges in India

b) Listed Companies

1) An issuer may make an initial public offer, if
a) They have a net tangible assets of at least 3
crRsin each, of preceding 3 full yrs, of which
not more than 50% are held in monetary assets

b) It has a track record of distributable profits
which deals with dividends to be declared or
paid by a co. for any FY only out of profits, for
at least 3 out of immediately preceding 5 years

c) It has a net worth of at least 1 crore Rs in
each of preceding 3 full yrs

d) Aggregate of proposed issue & all previous
issues made in same FY in terms of issue size
does not exceed 5 times its pre-issue NW as
per audited balance sheet of preceding FY

e) If it has changed its name within last 1 yr, at
least 50 % of revenue for preceding 1 full yr
has been earned by it from activity indicated by
new name

Listed Co's are those which are presently listed on
any one or more recognized Stock Exchange in
India. Securities of such companies are traded on
such stock exchange where they are traded.

Steps Involved to opt for Initial Public Offering (IPO)

1) Appointing a Merchant Bank
2) Registration of Offer Documents

3) Thereafter offer document is deemed to have
been cleared by SEBI

4) Marketing of issue

5) after closure of subscription list, merchant
banker should inform, within 3 days of closure,
whether 90% of amt has been subscribed or not.
If it is not subscribed up to 90%, then underwriters
should bring shortfall amt within 60 days

2) An issuer not satisfying conditions so
mentioned above may make an IPO if issue is
made through book-building process & issuer
undertakes to allot, at least 75% of net offer to
public, to qualified institutional buyers & to
refund full subscription money if it fails to
make said minimum allotment to qualified
institutional buyers

3) An issuer may make an initial public offer of
Convertible Debt Instruments without making
a prior public issue of its equity shares &
listing thereof

a) It is essentially a process used by co's raising
capital through Public Offerings- both IPOs or FPOs
to aid price & demand discovery

b) It is a mechanism where, during period for which
book for offer is open, bids are collected from
investors at various prices, which are within price
band specified by issuer

a) Issuer specifies number of securities to be issued &

price band for bids

b) Issuer also appoints syndicate members with
whom orders are to be placed by investors

c) Syndicate members input orders into an 'electronic

book'

d) This process is called 'bidding' & is similar to open
auction

e) It normally remains open for a period of 5 days

f) Bids have to be entered within specified price band
g) Bids can be revised by bidders before book closes

h) On close of book building period, book runners
evaluate bids on basis of demand at various price
levels

i) Book runners & Issuer decide final price at which
securities shall be issued.

i) Numbers of shares are fixed, issue size gets frozen
based on final price per share.

k) Allocation of securities is made to successful
bidders. Rest get refund orders.

4) Issuer shall not make an allotment if No. of
prospective allottees is less than 1000

5) No issuer shall make an IPO if there are any
outstanding convertible securities or any other
right which would entitle any person with any
option to receive eq shares like ESOP/ESPS

a) Limit of issue size
b) On change of name

c) On failure of satisfying conditions

1) In case of an IPO following additional conditions apply

a) If issue price is Rs. 500 or more then Co may fix face Value
below Rs.10 per share but not lower than Rs 1 per share.

b) If issue price is less than Rs. 500 then Co must have a Fv of
Rs. 10 per share.

2) Minimum offer to Public

a) 25% of issue size if post issue capital of co calculated at offer
price is less than or equal to Rs 1,600 crores.

b) Such percentage of each class of eq shares equivalent to a
value of Rs. 400 cr., if post issue capital of co calculated at offer
price is more than Rs. 1,600 cr but less than Rs. 4,000 cr

¢) 10% of issue size if post issue capital of co calculated at
offer price is above Rs.4,000 cr

3) Promoters’ Contribution

a) In case of an IPO, minimum contribution should not be less
than 20% of post issue capital

b) In case of further public offer, it should be either to extent
of 20 % of proposed issue size or to extent of 20% of post-
issue capital

¢} In case of a composite issue, either to extent of 20% of
proposed issue size or to extent of 20% of post-issue capital
excluding rights issue component

4) Lock in Period

following are the Lock-in requirements at the time of IPO

a) Minimum Promoter Contribution shall be locked-in for 3 yrs

duction or date of

from of

cial pr
allotment, whichever is later.

b) Promoters holding in excess of minimum Promoter’s
contribution shall be locked-in for 1 yrfrom allotment
subject to some exceptions

¢) In case of an IPO, entire pre-issue capital of an Unlisted Co
subject to certain exceptions is locked in for 1 year from date
of allotment in IPO
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