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LODR 2015 Amendments 

Non-compliance with certain provisions of the SEBI (LODR) 

Regulations, 2015 and the Standard Operating Procedure for 

suspension and revocation of trading of specified securities.  

SEBI has issued circular specifying the uniform structure for imposing fines as 

a 1st resort for non-compliance with certain provisions of the Listing 

Regulations, freezing of entire shareholding of the promoter and promoter 

group and the standard operating procedure for suspension of trading in case 

the non-compliance is continuing and/or repetitive.  

The stock exchange shall with having regard to the interests of investors and 

the securities market take action in case of non-compliance with the listing 

regulations and follow the standard operating procedure for suspension and 

revocation of suspension of trading of specified securities. 

1. The stock exchanges shall, having regard to the interests of investors and 

the securities market Take action in case of non-compliances with the 

Listing Regulations as specified below –  

Sr. 

no. 

Regulation Fine payable and/or 

other action to be 

taken for non- 

compliance in respect 

of listed entity 

1 Regulation 6(1)  

Non-compliance with requirement to 

appoint a qualified CS as the compliance 

officer. 

 

 

 

 

₹ 1,000 per day 

2 Regulation 7(1)  

Non-compliance with requirement to 

appoint STA  

3 Regulation 13(1) 
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Failure to ensure that adequate steps 

are taken for expeditious redressal of 

investor complaints 

4 Regulation 13(3)  

Non-submission of the statement on 

shareholder complaints within the 

prescribed period. 

5 Regulation 17(1)  

Non-compliance with the requirements 

pertaining to the composition of the 

Board including failure to appoint woman 

director. 

6 Regulation 17(1A)  

Non-compliance with the requirements 

pertaining to appointment or 

continuation of NED who has attained 

the age of 75 years 

₹ 5,000 per day 

 

7 Regulation 17(2)  

Non-compliance with the requirements 

pertaining to the number of Board 

meetings 

₹ 10,000 per 

instance 

8 Regulation 17(2A)  

Non-compliance with the requirements 

pertaining to quorum of Board meetings.  

9 Regulation 18(1)  

Non-compliance with the constitution of 

audit committee 

 

 

₹ 2,000 per day 
10 Regulation 19(1)/ 19(2)  

Non-compliance with the constitution of 

NRC. 

11 Regulation 20(2) / (2A)  

Non-compliance with the constitution of 

SRC 

12 Regulation 21(2)  
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Non-compliance with the constitution of 

RMC. 

13 Regulation 23 (9)  

Non-compliance with disclosure of related 

party transactions on consolidated basis. 

₹ 5,000 per day 

 

14 Regulation 24A  

Non-compliance with submission of 

secretarial compliance report  

Regulation 27(2)  

Non-submission of the Corporate 

governance compliance report within the 

provided period. 

 

₹ 2,000 per day 

15 Regulation 28 (1)  

Non-compliance with obtaining in-

principle approval of stock exchanges 

before issuance of securities.  

₹ 50,000 per 

instance 

16 Regulation 29(2)/29(3)  

Delay in furnishing prior intimation about 

board meeting 

₹ 10,000 per 

instance of non-

compliance per item 

17 Regulation 31  

Non-submission of shareholding pattern 

within the period prescribed 

₹ 2,000 per day 

 

18 Regulation 31A(3)(a)  

Non-compliance pertaining to delay in 

submission of reclassification application 

to stock exchanges 

 

₹ 5,000 per day 

19 Regulation 32(1)  

Non-submission of deviations/ variations 

in utilization of issue proceeds. 

₹ 1,000 per day 

20 Regulation 33  

Non-submission of the financial results 

within the prescribed period. 

(Levy of fine is in addition to the 

requirement of providing reasons for 

 

₹ 5,000 per day 
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non-submission of the financial result. 

21 Regulation 34  

Non-submission of the Annual Report 

within the prescribed period. 

₹ 2,000 per day 

22 Regulation 42(2)/42(3)/ 42(4)/42(5)  

Delay in/non-disclosure of record date/ 

dividend declaration or non-compliance 

with ensuring the prescribed time gap 

between 2 record dates/ book closure 

dates 

₹ 10,000 per 

instance of non-

compliance per item 

23 Regulation 43A  

Non-disclosure of Dividend Distribution 

Policy in the Annual Report and on the 

websites of the entity. 

 

₹ 25,000 per 

instance 

24 Regulation 44(3)  

Non-submission of the voting results 

within the provided period. 

₹ 10,000 per 

instance of non-

compliance 

25 Regulation 44(5)  

Non-convening of AGM within 5 months 

from the close of FY. 

 

₹ 25,000 per 

instance 

 

26 Regulation 45(3)  

Non-obtaining approval of stock 

exchange(s) before filing request for 

change of name with ROC. 

27 Regulation 46  

Non-compliance with norms pertaining to 

functional website 

Advisory/warning 

letter per instance of 

non-compliance per 

item 

₹ 10,000 per 

instance for every 

additional 

advisory/warning 

letter exceeding the 4 
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advisory/ warning 

letters in a FY. 

2. Concerned RSE shall display on their website non- compliance by the listed 

entity and details of fine levied/ action taken.  

3. The amount of fine realized as per the above structure shall be credited 

to the "Investor Protection Fund" of the concerned RSE.  

4. The fines specified above shall continue to accrue till the time of 

rectification of the non-compliance OR till the scrip of the listed entity is 

suspended from trading for non-compliance with aforesaid provisions. 

5. Every RSE shall review the compliance status of the listed entities and 

shall issue notices to the non-compliant listed entities within 30 days 

from the due date of submission of information. Non-compliant listed 

entity shall ensure compliance with the requirements and pay fines within 

15 days from the date of such notice. If the non-compliant listed entity 

fails to comply with the aforesaid requirements within the stipulated 

period, the concerned RSE shall, upon expiry of the period indicated in the 

notice, shall issue notices to the promoters of such non-compliant entities, 

to ensure compliance with the requirements and pay fines within 10 days 

from the date of such notice. 

6. The concerned RSE shall, upon expiry of the stipulated periods indicated in 

the aforementioned notices, forthwith intimate the depositories to freeze 

the entire shareholding of the promoters in such entity as well as all 

other securities held in the demat accounts, if the non-compliant listed 

entity fails to comply with the aforesaid requirements and/or pay fine 

levied. The depository shall immediately freeze such demat accounts and 

also intimate the promoters about the details of non-compliances resulting 

in freezing of their demat accounts.  

7. If the non-compliant listed entity subsequently complies with the 

respective requirements and pays the fine levied, the concerned RSE shall 

display on their website details of compliance and fines paid by the listed 

entity. Simultaneously, the RSE shall intimate the depositories to 

unfreeze the entire shareholding of the promoters in such entity as well as 
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all other securities held in the demat account of the promoters, 

immediately from the date of compliance.  

8. If any non-compliant listed entity fails to pay the fine despite receipt of 

the notice as stated above, the RSE may also initiate appropriate 

enforcement action.  

9. The RSE shall also advise the non-compliant listed entity to ensure that 

the subject matter of non-compliance which has been identified and 

indicated by the RSE and any subsequent action taken by the RSE in this 

regard shall be placed before the BOD of the company in its next meeting. 

Comments made by the board shall be duly informed to the RSE for 

dissemination.  

2. The stock exchanges shall Follow the Standard Operating 

Procedure (“SOP”) for suspension and revocation of suspension 

of trading of specified securities as follows:  

STANDARD OPERATING PROCEDURE (SOP)  

1. If a listed entity is non-compliant with the provisions of the Listing 

Regulations, the concerned RSE shall -  

a) Move the scrip of the listed entity to "Z" category wherein trades 

shall take place on 'Trade for Trade' basis i.e. Compulsory delivery basis 

by following procedure prescribed at paragraph A below and  

b) Suspend trading in the shares of such listed entity by following 

procedure prescribed at paragraph B below.  

If a listed entity rectifies non-compliance with the provisions of the Listing 

Regulations, the stock exchanges shall neither move the listed entity to “Z” 

category nor suspend trading in the shares of such listed entity.  

However, the entire shareholding of the promoters in the non-compliant 

listed entity as well as all other securities held in the demat accounts of the 

promoters shall remain frozen till the non-compliant listed entity complies 

with respective requirements and pays the applicable fines.  
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In cases, where the non-compliant listed entity complies with the respective 

requirements and pays the applicable fine, the RSE shall intimate the 

depositories to unfreeze the entire shareholding of the promoters in such 

entity as well as all other securities held in the demat account of the 

promoters, immediately from the date of compliance.  

2. Criteria for suspension of the trading in the shares of the listed entities:  

a. failure to comply with board composition including appointment of woman 

director for 2 consecutive quarters;  

b. failure to comply with constitution of audit committee for 2 consecutive 

quarters;  

c. failure to comply with submission of corporate governance compliance 

report for 2 consecutive quarters; 

d. failure to comply with submission of shareholding pattern for 2 

consecutive quarters; 

e. failure to comply with submission of financial results for 2 consecutive 

quarters; 

f. failure to comply with submission of Annual Report for 2 consecutive 

financial years;  

g. failure to submit information on the reconciliation of shares and capital 

audit report, for 2 consecutive quarters; 

h. receipt of the notice of suspension of trading of that entity by any other 

RSE on any or all of the above grounds.  

It is clarified that non-compliance for 2 consecutive quarters of 

aforementioned Reg 17(1) and 18(1), refers to 2 complete consecutive 

quarters (180 days) of non-compliance.  

3. If the non-compliant listed entity complies with the aforesaid requirements 

after the date of suspension, the RSE shall revoke the suspension of 

trading of its shares by following the procedure prescribed at paragraph C 

below.  

4. If the non-compliant listed entity fails to comply with the aforesaid 

requirements within 6 months from the date of suspension, the RSE shall 

initiate the process of compulsory delisting of the non-compliant listed 



www.CSCARTINDIA.com 

 

entity in accordance with the provisions of the Securities Contracts 

(Regulation) Act, 1956, the Securities Contracts (Regulation) Rules, 1957 

and the SEBI (Delisting of Equity Shares) Regulations, 2009 as amended 

from time to time.  
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A. Standard operating procedure for moving the scrip to 

"Z" Category 

i. If a listed entity defaults in complying with the provisions of the 

Listing Regulations, the concerned RSE shall, in addition to imposing 

fine, move the scrip of the listed entity to "Z" category wherein 

trades shall take place on 'Trade for Trade' basis. However, before 

moving the scrip to “Z” category, the concerned RSE shall send 

written intimation to the non-compliant listed entity calling upon it to 

comply with respective requirements within 7 days of the date of the 

intimation.  

ii. Simultaneously, the RSE shall give 10 days prior public notice to 

investors before moving the scrip to "Z" category or while moving the 

scrip out of "Z" category. While issuing the notice, the RSE shall 

intimate the other RSE where the shares of the non-compliant entity 

are listed.  

iii. If the non-compliant listed entity complies with respective requirements 

2 working days before the proposed date of movement of the scrip to 

“Z” category, the scrip shall not be moved to “Z” category and the 

concerned RSE shall give a public notice on its website informing 

compliance by the listed entity. While issuing the said notice, the RSE 

shall send intimation of notice to other RSE where the shares of the 

entity are listed.  

iv. The RSE shall move back the scrip of the listed entity from "Z" 

category to the normal trading category (if not suspended as specified 

in paragraph B below), provided it complies with respective provisions 

of the Listing Regulations. While moving the scrip back to normal 

trading category the RSE shall intimate the other RSE where the 

shares of non-compliant entity are listed.  

B. Standard operating procedure for suspending the trading  

i. If a listed entity complies with respective provisions of the Listing 

Regulations, no suspension proceedings would be initiated. However, 

before suspending the trading of a scrip, the concerned RSE shall send 
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written intimation to the non-compliant listed entity calling upon it to 

comply with respective requirements and pay the applicable fine within 

21 days of the date of the intimation. While issuing the said 

intimation, the RSE shall also inform other RSE where the shares of 

the non-compliant entity are listed to ensure that the date of 

suspension is uniform across all the RSE. Simultaneously, the RSE shall 

give a public notice on its website proposing possible suspension of 

trading in the shares of the non- compliant listed entity 30 days prior 

to date of suspension.  

ii. If the non-compliant listed entity complies with respective requirements 

2 working days before the proposed date of suspension, the trading in 

its shares shall not be suspended and the concerned RSE shall give a 

public notice on its website informing compliance by the listed entity. 

While issuing the said notice, the RSE shall send intimation of notice 

to other RSE where the shares of the entity are listed.  

iii. In case of failure to comply with respective requirements, the RSE shall 

suspend the trading in the shares of a non-compliant listed entity. The 

entire shareholding of the promoters in the non-compliant listed entity 

as well as all other securities held in the demat accounts of the 

promoters shall remain frozen during the period of suspension.  

iv. While suspending trading in the shares of the non-compliant entity, the 

RSE shall send intimation of suspension to other RSE where the shares 

of the non-compliant entity are listed to ensure that the date of 

suspension is uniform across all the RSE.  

v. After 15 days of suspension, trading in the shares of non-compliant 

entity may be allowed on 'Trade for Trade' basis, on the 1st trading day 

of every week for 6 months from the date of suspension. In this 

regard, the RSE shall give instruction to its trading members to obtain 

confirmation from clients before accepting an order for purchase of 

shares of the non- compliant listed entity on 'Trade for Trade' basis.  

vi. The RSE shall put in place a system to publish a caution message on 

its trading terminals, as follows:  
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"Trading in shares of the <Name of the Listed Entity> is presently 

under 'suspension and trade to trade basis' and trading shall stop 

completely and compulsory delisting may be initiated if <Name of the 

Listed Entity> does not become compliant by <Date>. 

 

C. Standard operating procedure for revocation of suspension of 

trading.  

i. If the non-compliant listed entity complies with the aforesaid requirements 

after trading is suspended in the shares of the non-compliant entity, the 

RSE shall, on the date of compliance, give a public notice on its website 

informing compliance by the listed entity. The RSE shall revoke the 

suspension of trading of its shares after 7 days from the date of such notice. 

While issuing the said notice, the RSE shall send intimation of the notice to 

other RSE where the shares of the entity are listed. After revocation of 

suspension, the trading of shares shall be permitted only in 'Trade for Trade' 

basis for 7 days from the date of revocation and thereafter, trading in the 

shares of the entity shall be shifted back to the normal trading category. 

Circular issued dated January 17, 2020  

As per Regulations 52(7) of the SEBI LODR Regulations, a listed entity is 

required to submit to the stock exchange, a statement indicating deviation or 

variation, if any, in the use of proceeds of issue of non- convertible debt 

securities or non- convertible redeemable preference shares (NCRPs), from 

the objects stated in the offer document/Information memorandum.  
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SEBI (ICDR) Regulations, 2018 
SEBI General Order  

SEBI (Issuing Observations on Draft Offer Documents Pending Regulatory 

Actions) Order, 2020 dated February 05, 2020 

Draft offer documents filed by companies for sale of securities will be kept in 

abeyance whenever there is a case of probable investigation or a probe is 

already in progress against the entities.  

 

Treatment where there is a probable cause for investigation or 

enquiry or when an investigation or enquiry is in progress against 

the entities  

(1) Where there is a probable cause for investigation, examination or enquiry 

against the entities, the observations on the draft offer document filed by 

the issuer with the Board shall be kept in abeyance for 30 days after such 

probable cause arises or the date of filing of the draft offer document with 

the Board, whichever is later.  

(2) Where the Board is unable to conclude such investigation, examination or 

enquiry against the entities due to the reasons beyond its control or due to 

the conduct of the parties other than the entities, the observations on the 

draft offer document shall be kept in abeyance for further 30 days.  

(3) Where the Board is unable to conclude such investigation, examination or 

enquiry against the entities due to the conduct of the entities, the 

observations on the draft offer document shall be kept in abeyance till the 

time such investigation, examination or enquiry is concluded.  

 

Treatment where show cause notice has been issued 

4. (1) Where a show cause notice has been issued to the entities in an 

adjudication proceeding, the Board may process the draft offer document and 

issue observations and advice the entities to make necessary disclosures and 

statements in respect of such proceedings and the possible adverse impact of 

an order on the entities, in the offer document.  
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(2) Where a show cause notice has been issued, the Board shall keep in 

abeyance the issuance of observations for 90 days from the date of filing of 

the draft offer document with the Board. 

(3) Where the Board is unable to conclude the proceedings due to the 

reasons beyond its control or due to the conduct of the parties other than 

the entities, the observations on the draft offer document shall be kept in 

abeyance for further 45 days.  

(4) Where the Board is unable to conclude the proceedings due to the 

conduct of the entities, the observations on the draft offer document shall 

be kept in abeyance till the time such proceedings are concluded.  

(5) Where no order is passed within 45 days, the Board may process the 

draft offer document and issue observations and advise the entities to make 

necessary disclosures and statements in respect of such proceedings and the 

possible adverse impact of an order on the entities, in the offer document.  

 

Treatment where recovery proceedings have been initiated or an 

order for disgorgement or monetary penalty has not been complied 

with or in case of non-compliance with any direction issued by the 

Board.  

5. Where the Board has initiated proceedings for recovery against the entities 

or when an order for disgorgement or monetary penalty passed against the 

entities is not complied with or in case of non-compliance with any direction 

issued by the Board, the observations on the draft offer document filed by 

the issuer with the Board shall be kept in abeyance till such proceedings are 

concluded or until the directions are complied with.  

 

Reconsideration of proceedings pursuant to remand by the SAT or 

court.  

6. Where proceedings has been remanded by the SAT or a court, the same 

shall in effect be treated as proceedings covered under this Order, and the 

Board may take appropriate action in respect of the draft offer document 

under the provisions of this general order, subject to any order passed by the 

SAT or a court, as the case may be, while remanding the matter. 
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Issuance of observations when the issuer is restrained by a court 

from making a public issue or filing of offer document:  

7. Where the issuer has been restrained by a court or tribunal from making 

an issue of securities or from issuing offer document to the public, the Board 

may examine the offer document and issue its observations thereof with a 

qualification that said observations are issued in accordance with the 

regulatory powers conferred on the Board and that the public issue or 

issuance of the offer document to the public by the issuer shall be subject to 

the orders of such court or tribunal or authority.  

 

Issuance of observations do not indicate exoneration:  

8. Issuance of observations on draft offer document when an investigation or 

enquiry is pending or when any regulatory action is pending, does not indicate 

that the party has been exonerated in such proceedings or that action may 

not ultimately result from such proceedings.  

 

Removal of difficulties: 

9. In order to remove any difficulties, in deserving cases, the Competent 

Authority may grant exemption from strict enforcement of any provision of 

the extant General Order. 

 

Circular issued dated January 22, 2020  

SEBI has simplified the rights issue process to make it more efficient and 

effective, by amending the SEBI (ICDR) Regulations, 2018 and SEBI (LODR) 

Regulations, 2015 (“LODR Regulations”).  

 

Accordingly, following changes are made with respect to the Rights Issue 

process:  

1. The period for advance notice to stock exchanges under Regulation 42(2) 

of LODR Regulations has been reduced from at least 7 working days to at 

least 3 working days (excluding the date of intimation and the record 

date), for the purpose of rights issue.  

2. Issuance of newspaper advertisement disclosing date of completion of 

dispatch and intimation of same to the stock exchanges for dissemination 
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on their websites, as per Regulation 84 (1) of ICDR Regulations, shall be 

completed by the issuer at least 2 days before the date of opening of 

the issue.  

3. Introduction of dematerialized Rights Entitlements (REs) –  

i. In the letter of offer and the abridged letter of offer, the issuer shall 

disclose the process of credit of REs in the demat account and 

renunciation thereof.  

ii. REs shall be credited to the demat account of eligible shareholders in 

dematerialized form.  

iii. In REs process, the REs with a separate ISIN shall be credited to the 

demat account of the shareholders before the date of opening of the 

issue, against the shares held by them as on the record date.  

iv. Physical shareholders shall be required to provide their demat account 

details to Issuer / Registrar to the Issue for credit of REs not later 

than 2 working days prior to the issue closing date, such that credit of 

REs in their demat account takes place at least one day before the 

issue closing date.  

4. Trading of dematerialized REs on stock exchange platform -  

i. REs shall be traded on secondary market platform of Stock exchanges, 

with T+2 rolling settlement, similar to the equity shares. Trading in 

REs on the secondary market platform of stock exchanges shall 

commence along with the opening of the issue and shall be closed at 

least 4 days prior to the closure of the rights issue.  

ii. Investors holding REs in dematerialized mode shall be able to renounce 

their entitlements by trading on stock exchange platform or off-market 

transfer. Such trades will be settled by transferring dematerialized REs 

through depository mechanism, in the same manner as done for all 

other types of securities.  

5. Payment mode - Application for a rights issue shall be made only through 

ASBA facility.  

6. No withdrawal of application shall be permitted by any shareholder after 

the issue closing date.  

 



www.CSCARTINDIA.com 

 

This circular shall be applicable for all rights issues and fast track rights issue 

where Letter of Offer (LoF) is filed with the stock exchanges on or after 

February 14, 2020.  
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Procedures on the Rights Issue process 

A. Application Form  

1. The issuer shall dispatch a common application form(CAF) to its 

shareholders as on the record date. Along with application form, the 

issuer shall also send the details of the rights entitlements of the 

shareholder separately.  

2. This application form can be used both by shareholder or renouncee.  

3. Registrar to the issue shall also upload the application forms on its 

website.  

4. Applicants can use application form available on the website of registrar 

to the issue or printed forms sourced from the issuer, merchant 

bankers or registrars to the issue.  

5. In terms of Regulation 78 of the ICDR Regulations, investor also has 

option to make an application in writing on a plain paper.  

B. Credit of Rights Entitlements (“REs”) in dematerialized form  

1. The depositories shall put necessary procedures in place for issue and 

credit of REs in demat mode.  

2. The issuer making a rights issue of specified securities shall ensure that 

it has made necessary arrangements with depositories to issue and 

credit the REs in demat mode in the demat accounts of shareholders 

holding shares as on the record date.  

3. A separate ISIN shall be obtained by the issuer for credit of REs. 

4. Issuer shall specify the ISIN for REs while announcing the record date. 

However, for issues where the record date is announced before February 

14, 2020, and the letter of offer is filed with the stock exchanges on 

or after February 14, 2020, the Issuer shall file the letter of offer 

with the stock exchanges only after it has obtained ISIN for REs.  

5. Based on the RE ratio, the issuer shall credit REs in dematerialized 

mode through corporate action to shareholders holding shares as on 

record date. The ISIN of REs shall be kept frozen (for debit) in the 

depository system till the date of opening of the issue.  
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6. Physical shareholders shall be required to provide their demat account 

details to Issuer / Registrar to the Issue for credit of REs not later 

than 2 working days prior to issue closing date, such that credit of 

REs in their demat account takes place at-least 1 day before issue 

closing date.  

7. In case of fractional entitlements of REs, the fractional part shall be 

ignored by rounding down the entitlement.  

8. The issuer shall submit details of total REs credited to the stock 

exchanges immediately after completing the corporate action for the 

same and shall obtain requisite trading approval from the stock 

exchanges.  

9. The details with respect to shareholder entitlement shall be made 

available on the website of the Registrar to the issue and the investors 

shall be able to check their respective entitlements on the website of 

the Registrar by keying their details, after adequate security controls 

to ensure that investors’ information is made available only to the 

particular investor. Issuer shall also carry these links on their website.  

10. If the demat account of a shareholder is frozen or demat account 

details are not available, including shares held in unclaimed suspense 

account or in the account of IEPF Authority, then REs shall be 

credited in a suspense escrow demat account of the Company and an 

intimation should be sent to such shareholder by the issuer /Registrar 

to the issue.  

11. The issuer shall intimate issue closing date to the depositories at least 

1 day before the issue closing date, and the depositories shall suspend 

the ISIN of REs for transfers, from issue closing date.  

12. REs which are neither renounced nor subscribed by the shareholders, 

shall be lapsed after closure of the Rights Issue.  

13. Issuer Company shall ensure that REs which are lapsed are extinguished 

from the depository system once securities are allotted pursuant to 

Rights Issue. Once allotment is done, the ISIN for REs shall be 

permanently deactivated in the depository system by the depositories.  

C. Renunciation process and trading of REs on stock exchange platform:  
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1. The stock exchanges shall put necessary procedures in place for trading 

of REs on stock exchange platform.  

2. REs credited to demat account can be renounced either by sale of REs 

using stock exchanges platform or off-market transfer and such trades 

will be settled by transferring dematerialized REs through depository 

mechanism in the same manner as done for all other types of 

securities.  

3. For sale of REs through stock exchange, investors can place order for 

sale of REs only to the extent of REs available in the demat account 

of the investor. Trading in REs on the secondary market platform of 

Stock exchanges will happen electronically on T+2 rolling settlement 

basis where T being the date of trading. The transactions will be 

settled on trade-for-trade basis.  

4. Issuer shall inform the dates of issue opening and closing to the stock 

exchanges and the depositories at the time of filing the letter of offer 

with the stock exchanges.  

5. Trading in REs shall commence on the date of opening of the issue and 

shall be closed at least 4 days prior to the closure of rights issue.  

D. Submission of Application form in Rights Issue  

1. All investors (including renouncee) shall submit application forms using 

ASBA facility through the Self Certified Syndicate Banks (SCSB) 

network during the issue period.  

2. Investor shall submit only one application form for REs available in a 

particular demat account.  

E. Allotment process in the rights issue  

1. Facility for correction of bid data as collated by the SCSBs after issue 

closing shall be provided for 1 day i.e. on next working day after issue 

closing.  

2. Registrar shall obtain demographic details of all applicants from 

depositories.  

3. Registrar shall obtain details of holders of REs as on issue closing date, 

from the depositories.  
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4. After reconciliation of valid ASBA applications, funds blocked and REs 

demat holding list, the registrar shall finalise allocation of securities 

offered through rights offering.  

5. Registrar shall credit the shares to the respective demat accounts of 

the applicants based on basis of allotment approved by the designated 

stock exchange and shall issue instructions to unblock bank accounts 

wherever necessary.  

New Regulation 164A of ICDR Reg 2018 

Pricing in the preferential issue of shares of companies having stressed assets.  

In case of frequently traded shares, the price of the equity shares to be 

allotted pursuant to the preferential issue shall not be less than the average 

of the weekly high and low of the volume-weighted average price of the 

related equity shares quoted on a recognized stock exchange during the 2 

weeks preceding the relevant date,”  

 

Stressed Assets - Stressed Assets are those debts which are doubtful to be 

repaid and generally 30 days have elapsed from the stipulated time of 

repayment. Usually stressed debts lead to NPA later on. 

 

Regulation 164A(1) says - No allotment of equity shares shall be made unless 

the issuer company meets any 2 of the 3 criteria that are fulfilled.  

 

Firstly, the issuer has disclosed all the defaults relating to the payment of 

interest/ repayment of principal amount on loans from banks / FI / 

Systemically Important Non-Deposit taking NBFC/ Deposit taking NBFC and 

/or listed or unlisted debt securities, and such payment default is continuing 

for at-least 90 calendar days after the occurrence of such default.  

 

Secondly, there is an Intercreditor agreement in terms of RBI (Prudential 

Framework for Resolution of Stressed Assets) Directions 2019. 

  

Lastly, the credit rating of the financial instruments (listed or unlisted), 

credit instruments/borrowings (listed or unlisted) of the listed company has 
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been downgraded to “D”. The resolution for the preferential issue an 

exemption from the open offer shall provide for the “The votes cast by the 

shareholders in the public category in favour of the proposal shall be more 

than the number of votes cast against it.  

NOTE: The proposed allottees in the preferential issue that already holds 

specified securities shall not be included in the category of public for this 

purpose.  

Provided that where the company does not have an identifiable promoter; 

the resolution shall be deemed to have been passed if the votes cast in favor 

are not less than 3 times the number of the votes, if any, cast against it.” 

The proceeds of such preferential issues shall not be used for any repayment 

of loans taken from promoters/ promoter group/ group companies. The 

proposed use of proceeds shall be disclosed in the explanatory statement sent 

for the purpose of the shareholder resolution. “The allotment made shall be 

locked-in for 3 years from the last date of trading approval,”. 
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Securities Law and Capital Market 

Amendments for Dec 2020 Exams 
 

 

Structure of Capital Market 

Circular issued dated February 05, 2020  

As a part of SEBI‟s initiatives to streamline disclosure standards in the 

growing Alternative Investment Funds (AIFs) space, SEBI introduce templates 

for Private Placement Memorandum (PPM), subject to certain exemptions, 

and mandatory performance benchmarking for AIFs with provisions for 

additional customized performance reporting. 

 

A. Template(s) for PPM  

PPM is a primary document in which all the necessary information about the 

AIF is disclosed to prospective investors. To ensure that a minimum standard 

of disclosure is made available in the PPM, it has been decided to mandate a 

template for the PPM providing certain minimum level of information in a 

simple and comparable format. AIFs are also permitted to provide additional 

information in their PPM.  

Thus, the template for PPM shall have two parts viz.  

Part A – section for minimum disclosures, and 

Part B – supplementary section to allow full flexibility to the Fund in order 

to provide any additional information, which it deems fit.  

 

Further, in order to ensure compliance with the terms of PPM, it will be 

mandatory for AIFs to carry out an annual audit of such compliance. The 

audit shall be carried out by either internal or external auditor/legal 

professional. However, audit of sections of PPM relating to „Risk Factors‟, 

„Legal, Regulatory and Tax Considerations‟ and „Track Record of First Time 

Managers‟ shall be optional.  

6. The findings of the audit, along with corrective steps, if any, shall be 

communicated to the Trustee or Board or Designated Partners of the AIF, 

Board of the Manager and SEBI.  
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The terms of contribution or subscription agreement (by any name as it may 

be called), shall be aligned with the terms of the PPM and shall not go 

beyond the terms of the PPM.  

The above requirements shall not apply to the following:  

(i)  Angel Funds as defined in SEBI (AIF), Regulations 2012.  

(ii)  AIFs/Schemes in which each investor commits to a minimum capital 

contribution of INR 70 crores (USD 10 million or equivalent, in case of 

capital commitment in non-INR currency) and also provides a waiver to the 

fund from the requirement of PPM in the SEBI prescribed template and 

annual audit of terms of PPM.  

 

B. Performance Benchmarking of AIFs  

Based on the request of the industry, it was considered appropriate that an 

industry benchmark be developed to compare the performance of AIF industry 

against other investment avenues, as also global investment opportunities. 

Accordingly, a proposal for performance benchmarking of AIFs was incorporated 

in the aforementioned Consultation Paper.  

 

As the industry needs the flexibility to showcase its performance based on 

different criteria and benchmarking of performance of AIFs will help investors 

in assessing the performance of the AIF industry, it is decided to introduce -  

Mandatory benchmarking of the performance of AIFs (including VCF) and the 

AIF industry.  

A framework for facilitating the use of data collected by Benchmarking 

Agencies to provide customized performance reports.  

 

In this regard, the following is mandated:  

(i) Any association of AIFs (“Association”), which in terms of membership, 

represent at least 51% of the number of AIFs, may notify one or more 

Benchmarking Agencies, with whom each AIF shall enter into an agreement for 

carrying out the benchmarking process.  

(ii)  The agreement between the Benchmarking Agencies and AIFs shall cover 

the mode and manner of data reporting, specific data that needs to be 

reported, terms including confidentiality in the manner in which the data 

received by the Benchmarking Agencies may be used, etc.  
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(iii)  AIFs, for all their schemes which have completed at least 1 year from 

the date of „First Close‟, shall report all the necessary information including 

scheme-wise valuation and cash flow data to the Benchmarking Agencies in a 

timely manner.  

(iv)  The form and format of reporting shall be mutually decided by the 

Association and the Benchmarking Agencies.  

(v)  If an applicant claims a track-record on the basis of India performance of 

funds incorporated overseas, it shall also provide the data of the investments 

of the said funds in Indian companies to the Benchmarking Agencies, when 

they seek registration as AIF.  

(vi)  In the PPM, as well as in any marketing or promotional or other 

material, where past performance of the AIF is mentioned, the performance 

versus benchmark report provided by the benchmarking agencies for such 

AIF/Scheme shall also be provided.  

(vii)  In any reporting to the existing investors, if performance of the 

AIF/Scheme is compared to any benchmark, a copy of the performance versus 

benchmark report provided by the Benchmarking Agency shall also be provided 

for such AIF/scheme.  

(viii)  As a first step, Association will appoint Benchmarking Agencies and 

thereafter will set timeline for reporting of requisite data to Benchmarking 

Agencies by all the registered AIFs. In this regard, Association and 

Benchmarking Agencies will ensure that the first industry benchmark and AIF 

level performance versus Benchmark Reports are available latest by July 01, 

2020, for the performance up-to September 30, 2019. Further the 

Association shall submit a progress report in this regard to SEBI on a 

monthly basis till the creation of first industry benchmark.  

 

In addition to the standard benchmark report prepared by the Benchmarking 

Agencies, if any AIF seeks customized performance reports in a particular 

manner, the same may be generated by the Benchmarking Agencies, subject 

to:  

(i) Consent of the AIFs, whose data needs to be considered for generation of 

the customized performance report.  

(ii) Terms and conditions, including fees, decided mutually between the 

Benchmarking Agencies and the AIF.  
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The above requirements shall not apply to Angel Funds registered under sub-

category of VCF under Category I - AIF.  

SEBI (Foreign Portfolio Investors) (Amendment) Regulations, 

2020 (April 7, 2020)  

Categories of Foreign Portfolio Investor  

In the SEBI (Foreign Portfolio Investor) Regulations, 2019, in Reg 5(a)(iv), 

after the words “member countries” and before the words “which are”, the 

words and symbol, or from any country specified by the CG by an order or 

by way of an agreement or treaty with other sovereign Governments,” shall 

be inserted.  

Therefore the scope of category-I foreign portfolio investor has been expanded 

with the amendment.  

The amended regulation is now read as: 

“5(a)(iv) Entities from the FATF member countries, or from any country 

specified by the CG by an order or by way of an agreement or treaty with 

other sovereign Governments” 

 

Securities Market Intermediaries 

Circular issued dated February 04, 2020  

The Foreign Portfolio Investors (FPIs) seeking FPI registration shall be 

required to duly fill Common Application Form (CAF) and „Annexure to CAF‟ 

and provide supporting documents and applicable fees for SEBI registration 

and issuance of PAN.  

 

Circular issued dated January 7, 2020  

Taking into account the rapid technological developments in the securities 

market and the entailing risks that these developments pose to the efficiency 

and integrity of markets, SEBI had mandated that stock exchanges, clearing 

corporations and depositories should conduct an Annual System Audit by a 

reputed independent auditor. SEBI has revised the existing System Audit 

Framework based on discussions with Stock Exchanges, Clearing Corporations, 

Depositories (hereinafter referred as „Market Infrastructure Institutions‟ – 

MIIs), and recommendations of Technical Advisory Committee (TAC) of SEBI. 

 



www.CSCARTINDIA.com 

 

 

 

Circular issued dated January 3, 2020  

In order to further strengthen the rating process of the Credit Rating 

Agencies with regard to „Issuer not cooperating‟ (INC) ratings, the directions 

are being issued. If an issuer has all the outstanding ratings as non-

cooperative for more than 6 months, then the CRA shall downgrade the 

rating assigned to the instrument of such issuer to non-investment grade 

with INC status. If non-cooperation by the issuer continues for further 6 

months from the date of downgrade to non-investment grade, no CRA shall 

assign any new ratings to such issuer until the issuer resumes cooperation or 

the rating is withdrawn.  

 

Guidelines for Portfolio Managers (13th February, 2020)  

SEBI, based on the recommendations of a Working Group and inputs from 

public consultation, reviewed the framework for regulation of Portfolio 

Managers and the SEBI (Portfolio Managers) Regulations, 2020 (PMS 
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Regulations) has been notified on January 16, 2020. In addition to the 

above, certain changes to the regulatory framework for Portfolio Managers 

are mandated.  

 

Accordingly, to protect the interest of investors in securities market and to 

promote the development and to regulate the securities market, SEBI has 

made guidelines for Portfolio Managers with respect to fees and charges, 

direct on-boarding of clients by Portfolio Managers, nomenclature „Investment 

Approach‟, periodic reporting, reporting of performance by Portfolio Managers, 

disclosure documents, supervision of distributors.  

 

Securities Contracts (Regulation) Act, 1956  

Circular issued dated February 04, 2020  

All recognized stock exchanges shall review the performance of all contracts 

traded on their exchanges, in commodity derivatives segment, as per the 

parameters laid down in the Circular.  

1. The primary objective of the commodity derivatives market is to provide 

credible future price signals to market participants and an effective 

platform for hedging the price risks. In order to ensure that the 

derivatives contracts are closely aligned to the physical markets, it is 

imperative to have a framework to evaluate the performance of these 

contracts based not merely on statistics regarding delivery and trade 

volumes but also on the strength of a comprehensive empirical assessment 

after considering all relevant information, pertaining to the performance of 

a derivative contract during the relevant period of time.  

2. Keeping the above in view and in consultation with the Commodity 

Derivatives Advisory Committee (CDAC), the following has been decided:  

a. All RSE shall review the performance of all contracts traded on their 

exchanges, in commodity derivatives segment, as per the parameters.  

b. The said performance review shall be consulted with the Product 

Advisory Committee (PAC).  
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c. The said performance review along with the methodology adopted in 

evaluation, if any, shall be disclosed by the stock exchanges on their 

website prominently.  

ii. The said performance review shall be conducted on an annual basis for 

each FY and shall be disclosed by 30th June of the following FY.  

Securities and Exchange Board of India Act, 1992  

Circular issued dated January 17, 2020  

SEBI has issued circular on the guidelines in respect of a rights issue of units 

by a listed InvIT. Regulation 2(1)(zw) of SEBI (Infrastructure Investment 

Trusts) Regulations, 2014, defines a rights issue as an offer of units by a 

listed InvIT to the unitholders of the InvIT as on the record date fixed for 

the said purpose.  

The followings are the guidelines prescribed by SEBI in respect of a rights 

issue of units by a listed InvIT:- 

1. InvIT shall make a rights issue of units, provided that followings conditions 

are fulfilled:- 

a. A board resolution of the manager approving the rights issue of units 

and determining the record date has been passed. 

b. Units of the same class, which are proposed to be allotted are already 

listed on a stock exchange.   

c. The InvIT has obtained in-principle approval of the stock exchange for 

listing of units proposed to be issued under these guidelines. 

d. The InvIT is in compliance with the continuous listing and disclosure 

obligations under the REIT Regulations and circulars issued thereunder. 

2. The manager on behalf of  the InvIT, shall appoint one or more merchant 

bankers to carry out the obligations relating to the issue. InvIT may 

appoint an underwriters if desires. In case of an underwritten issue, the 

merchant banker(s) shall undertake underwriting obligations. 

3. The manager, on behalf of the InvIT shall file a draft letter of offer with 

the SEBI through the lead merchant banker along with filing specified 

fees. 

4. The application form for the issue shall be prepared by the merchant 

banker and shall make arrangements for distribution of the application 

form. 
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5. The manager on behalf of the InvIT shall decide the issue price before 

determining the record date. The issue price shall be disclosed in the 

letter of offer filed with the SEBI and the stock exchange. 

6. The manager shall announce the record date to stock exchanges at least 3 

working days prior to the record date. The InvIT shall not withdraw its 

rights issue after announcement of the record date. The rights issue shall 

open within 3 months from the record date and shall be kept open for at 

least 3 working days but not more than 15 working days. 

7. The rights entitlements shall be credited to the demat account of the 

unitholders before the date of opening of the issue. The units shall be 

allotted in the dematerialized form only and shall be listed on the stock 

exchanges where the units of the InvIT are listed. All investors would be 

required to mandatorily use ASBA as a payment mode. 

8. The minimum subscription to be received in the rights issue shall be 90% 

of the issue size through the letter of offer. 

9. The minimum allotment and trading lot for units issued shall be 

equivalent to the minimum allotment and trading lot as applicable to the 

units of the same class. 

10. The units allotted shall be listed within 6 working days from the issue 

closing date. 

11. The InvIT shall not make any further issue of units in any manner 

whether by way of public issue, rights issue, preferential issue, QIP, 

institutional placement, issue of bonus shares or otherwise during the 

period between the date of filing the draft letter of offer with the SEBI 

and the listing of the units offered through the letter of offer or refund 

of application monies. 

12. The InvIT shall file an allotment report with the Board providing details 

of the allottees and allotment made within 15 days of the issue closing 

date. 

 

Circular issued dated January 17, 2020  

SEBI has issued circular details the guidelines in respect of a rights issue of 

units by a listed REIT. Regulation 2(1)(zq) of SEBI (Real Estate Investment 

Trusts) Regulations, 2014, defines a rights issue as an offer of units by a 
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listed REIT to the unit holders of the REIT as on the record date fixed for 

the said purpose.  

 

1. Conditions for issuance 

1.1  No REIT shall make a rights issue of units unless the following conditions 

are satisfied: 

a) A resolution of the board of directors of the manager approving the 

rights issue of units and determining the record date has been passed. 

b) Units of the same class, which are proposed to be allotted are already 

listed on a stock exchange. 

c) The REIT has obtained in-principle approval of the stock exchange(s) for 

listing of units proposed to be issued under these guidelines. 

d) The REIT is in compliance with the continuous listing and disclosure 

obligations under the REIT Regulations and circulars issued there under. 

Provided that imposition of only monetary fines by stock exchanges on 

the REIT shall not be a ground for ineligibility for undertaking issuances 

under these guidelines. 

e) None of the respective promoters or partners or directors of the 

sponsor(s) or sponsor group or manager or trustee of the REIT is a 

fugitive economic offender. 

f) None of the respective promoters or partners or directors of the 

sponsor(s) or sponsor group or manager or trustee of the REIT -  

i. is debarred from accessing the securities market by the Board; 

ii. is a promoter, director or person in control of any other company or 

a sponsor, manager or trustee of any other REIT which is debarred 

from accessing the capital market under any order or directions made 

by the SEBI; 

2. Appointment of merchant banker(s) and other intermediaries 

2.1. The Manager on behalf of the REIT, shall appoint one or more merchant 

bankers, at least one of whom shall be a lead merchant banker and shall also 

appoint other intermediaries, in consultation with the merchant banker, to 

carry out the obligations relating to the issue. 

2.2. If the REIT desires to have the issue underwritten, it shall appoint 

underwriters. 
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2.3. In case of an underwritten issue, the merchant banker(s) shall undertake 

minimum underwriting obligations. 

2.4. The lead merchant banker(s) shall exercise due diligence and shall satisfy 

themselves with all aspects of the issue including the veracity and adequacy of 

disclosures in the letter of offer. 

 

3. Draft Letter of Offer and Letter of Offer 

3.1. The manager, on behalf of the REIT shall file a draft letter of offer 

with the SEBI through the lead merchant banker along with specified filing 

fees. 

3.2. The lead merchant banker shall submit the following to the Board along 

with the draft letter of offer: 

a) a certificate, confirming that an agreement has been entered into 

between the manager on behalf of the REIT and the merchant bankers; 

b) a due diligence certificate. 

3.3. The manager, on behalf of the REIT shall also file the draft letter of 

offer with the stock exchange(s) where the units of the REIT are listed and 

further make it public by posting the same on the website of the stock 

exchange(s) for seeking public comments for 7 working days from the date of 

filing the draft letter of offer. 

3.4. The draft letter of offer shall also be displayed on the website of the 

REIT and the merchant bankers. 

3.5. The manager shall, after filing the draft letter of offer and letter of 

offer with the SEBI, make appropriate advertisement on the website of the 

sponsor, manager and stock exchanges. 

3.6. The manager may also issue such advertisement in any newspaper and on 

the website of the REIT. 

3.7. The Board may specify changes or issue observations, if any, on the 

draft letter of offer within 15 days from the later of the following dates: 

a) the date of receipt of the draft letter of offer,; or 

b) the date of receipt of satisfactory reply from the lead merchant 

bankers, where the Board has sought any clarification or additional 

information from them; or 
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c) the date of receipt of clarification or information from any regulator or 

agency, where the Board has sought any clarification or information 

from such regulator or agency; or 

d) the date of receipt of a copy of in-principle approval letter issued by 

the stock exchanges. 

3.8. If the Board specifies any changes or issues observations on the draft 

letter of offer, the manager on behalf of the REIT and lead merchant bankers 

shall carry out such changes in the draft letter of offer and shall submit to 

the SEBI an updated draft letter of offer complying with the observations 

issued by the Board and highlighting all changes made in the draft letter of 

offer before filing the letter of offer with the stock exchanges. 

3.9. The lead merchant banker shall, along with filing of the letter of offer 

with the Board and the stock exchanges, furnish to the Board, a due diligence 

certificate. 

3.10. The draft letter of offer and letter of offer shall contain disclosures as 

specified in Annexure I of this Circular. 

3.11. The manager, on behalf of the REIT, and the merchant bankers shall 

ensure that the letters of offer are hosted on the websites of the REIT, 

merchant bankers and the stock exchanges where the units are listed and 

their content is the same as the versions filed with the Board and the stock 

exchange(s), as applicable. 

3.12. The draft letter of offer and letter of offer, as applicable, shall also be 

furnished to the Board in soft copy. 

4. Application 

4.1. The application form for the issue shall be prepared by the merchant 

bankers and the merchant bankers shall make arrangements for distribution of 

the application form. 

5. Pricing of Units 

5.1. The manager on behalf of the REIT, in consultation with the lead 

merchant banker(s), shall decide the issue price before determining the record 

date. 

5.2. The issue price shall be disclosed in the letter of offer filed with the 

Board and the stock exchange(s). 

6. Timelines 
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6.1. The manager, on behalf of the REIT, shall announce the record date to 

stock exchange(s) at least 3 working days (excluding the date of intimation 

and the record date) prior to the record date. The REIT shall not withdraw 

its rights issue after announcement of the record date. 

Provided that in case the REIT withdraws the rights issue after announcing 

the record date, it shall not be eligible to make an application for listing of 

any of its units on any stock exchange for 12 months from the record date. 

6.2. The rights issue shall open within 3 months from the record date. 

6.3. The rights issue shall be kept open for at least 3 working days but not 

more than 15 working days. 

7. Manner of issuance of units 

7.1 The rights entitlements shall be credited to the demat account of the 

unitholders before the date of opening of the issue. The rights entitlements 

shall include a right exercisable by the person concerned to renounce the units 

offered to him/her or any of them in favour of any other person and the 

draft letter of offer, letter of offer and the notice sent to the unitholders 

shall contain a statement to this effect. 

7.2. The units shall be allotted in the dematerialized form only and shall be 

listed on the stock exchanges where the units of the REIT are listed. 

7.3. All investors would be required to mandatorily use ASBA as a payment 

mode, whether existing unitholders or renounces and follow the procedure for 

rights issues of securities specified by the SEBI. 

8. Subscription, Allotment and Listing of Units 

8. 1. Minimum Subscription 

a) The minimum subscription to be received in the rights issue shall be 

90% of the issue size through the letter of offer. 

b) If the minimum subscription is not received, the application monies shall 

be refunded to the applicants forthwith, but not later than 15 days 

from the issue closing date. 

8.2. The sponsor(s), their associates and members of the sponsor group who 

are unitholders as on the record date, may choose to subscribe to additional 

units subject to disclosure of such intent in the draft letter of offer and 

letter of offer. 
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Provided that such additional subscription over and above the entitlement 

shall be subject to compliance with the minimum public unit holding 

requirements. 

8.3. The minimum allotment and trading lot for units issued shall be 

equivalent to the minimum allotment and trading lot as applicable to the 

units of the same class, under the extant provisions of the REIT Regulations 

or circulars issued there under. 

8.4. The REIT shall not make any allotment in excess of the units offered 

through the letter of offer except in case of over subscription for the 

purpose of rounding off to even lots to make allotment, in consultation with 

the designated stock exchange. 

Provided that in case of over subscription, an allotment of not more than 1% 

of the issue size may be made for the purpose of making allotment in 

minimum even lots. 

8.5. Allotment shall be made in the following manner: 

a) full allotment to those eligible unit holders who have applied for their 

rights entitlement either in full or in part and also to the renouncees, who 

has/have applied for the units renounced in their favour, in full or in part, 

as adjusted for fractional entitlement. 

b) allotment to eligible unit holders who having applied for the units in full to 

the extent of their rights entitlement and have also applied for additional 

units shall be made as far as possible on an equitable basis, having due 

regard to the number of units held by them on the record date, provided 

there is an under-subscribed portion after making allotment in (a) above. 

c) allotment to the renouncees, who having applied for the units renounced in 

their favour and also applied for additional units, provided there is an 

under-subscribed portion after making full allotment specified in (a) and 

(b) above. The allotment of such additional units may be made on a 

proportionate basis. 

d) Allotment to sponsors, their associates and members of sponsor group, who 

are unit holders on the record date and who have disclosed their intent to 

subscribe to additional units, if there is an unsubscribed portion after 

making full allotment as per clause (a), (b) and (c) above. 
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e) Allotment to the underwriter appointed for the issue, if any, at the 

discretion of the BOD of the manager, subject to disclosure in the draft 

letter of offer and / or letter of offer as applicable. 

8.6. The units allotted in the manner specified above shall be listed within 6 

working days from the issue closing date. 

9. Restriction on further capital issues 

9.1. The REIT shall not make any further issue of units in any manner 

whether by way of public issue, rights issue, preferential issue, QIP, IPP, issue 

of bonus shares or otherwise during the period between the date of filing the 

draft letter of offer with the Board and the listing of the units offered 

through the letter of offer or refund of application monies. 

10. The REIT shall file an allotment report with the Board providing details 

of the allottees and allotment made within 15 days of the issue closing date. 
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Lesson 12  

Mutual Fund  

Securities and Exchange Board of India (Mutual Funds) (Amendment) 

Regulations, 2020 (6th March, 2020)  

Regulation 26 (1) of SEBI (Mutual Funds) regulations, 1996 related to 

“Appointment of custodian” stating that the mutual fund shall appoint a 

Custodian to carry out the custodial services for the schemes of the fund and 

send intimation of the same to the SEBI within 15 days of the appointment 

of the Custodian.  

The first proviso to sub-regulation (1) shall be substituted stating that in 

case of a gold exchange traded fund scheme, the assets of the scheme being 

gold or gold related instruments may be kept in the custody of a custodian 

registered with the SEBI.  

 

Formerly, in gold exchange traded fund scheme, the assets of the scheme 

being gold or gold related instruments may be kept in custody of a bank 

which is registered as a custodian with the Board.  

 

Whereas, with the said amendment, in gold exchange traded fund scheme, the 

assets of the scheme being gold or gold related instruments may be kept in 

custody of a custodian registered with the Board.  

 

Regulation 28(4) related to “Procedure for launching of schemes” shall be 

substituted stating that the sponsor or asset management company shall 

invest not less than 1% of the amount which would be raised in the new fund 

offer or Rs. 50 lakh, whichever is less, and such investment shall not be 

redeemed unless the scheme is wound up. However the investment by the 

sponsor or asset management company shall be made in such option of the 

scheme, as may be specified by the SEBI.  

 

Formerly, sponsor or asset management company could invest in the growth 

option of the scheme.  

 

Whereas, with the amendment, sponsor or asset management company now 

can made investment in such scheme as may be specified by the SEBI.  
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Facilitating transaction in Mutual Fund schemes through the Stock Exchange 

Infrastructure (February 26, 2020)  

The SEBI allowed investors to directly access infrastructure of the recognised 

stock exchanges to purchase and redeem mutual fund units directly from 

Mutual Fund/AMC.  

Also, the recognised stock exchanges, clearing corporations and depositories 

may make necessary amendment to their existing bye-laws, rules or 

regulations, wherever required.  

Earlier Prior to the amendment, SEBI had permitted Mutual Fund 

Distributors and SEBI Registered Investment Advisors (RIAs) to use 

infrastructure of the recognised stock exchanges. 

 

Lesson 3 

Depositories Act, 1996  

SEBI (Depositories and Participants) (Amendment) Regulations, 2020 (21st 

February, 2020)  

The SEBI approved insertion of a suitable Explanation to Regulation 79 

(Manner of creating pledge in Depository) under SEBI (Depositories and 

Participants) Regulations, 2018, that the word “pledge” shall include re-

pledge of securities for margin and/or settlement obligations of the client or 

such other purposes as specified by the Board from time to time.  

 

Lesson 14 

SEBI (Ombudsman) Regulations, 2003  

SEBI launches mobile application for lodging investor grievances (5th March, 

2020)  

In its efforts to improve the ease of doing business, SEBI launched a Mobile 

Application for the convenience of investors to lodge their grievances in SEBI 

Complaints Redress System (SCORES). 

The App has all the features of SCORES which is presently available 

electronically where investors have to lodge their complaints by using internet 

medium. After mandatory registration on the App, for each grievance lodged, 

investors will get an acknowledgement via SMS and e-mail on their registered 
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mobile numbers and e-mail ID respectively. Investors can, not only file their 

grievances but also track the status of their complaint redressal. Investors can 

also key in reminders for their pending grievances. Tools like FAQs on SCORES 

for better understanding of the complaint handling process can also be 

accessed. Connectivity to the SEBI Toll Free Helpline number has been 

provided from the App for any clarifications/help that investors may require. 

 

Circular issued dated February 03, 2020  

The position limits for eligible market participants, per currency pair per 

stock exchange for currency futures and options contracts involving Indian 

Rupee (with settlement in foreign currency) in International Financial Services 

Centres (IFSC).  

1. SEBI (IFSC) Guidelines, 2015 were notified on March 27, 2015, which 

came into force on April 01, 2015 wherein currency derivatives were 

specified as permissible securities in which dealing may be permitted by 

stock exchanges in IFSC.  

2. RBI, vide Statement on Developmental and Regulatory Policies dated 

October 04, 2019, inter- alia, announced its decision to allow Rupee 

derivatives (with settlement in foreign currency) to be traded in IFSC.  

3. Accordingly, RBI, issued directions u/s 10(4) and 11(1) of the FEMA, 

1999 for introduction of Rupee derivatives at IFSC.  

4. Pursuant to the above, it has been decided that for currency futures and 

options contracts involving Indian Rupee (with settlement in foreign 

currency), the position limits for eligible market participants, per currency 

pair per stock exchange, shall be as follows:  

a) Trading Members (positions on proprietary basis as well as clients‟ 

position)-Gross open position across all contracts not to exceed 15% of 

the total open interest or USD 1 billion equivalent, whichever is higher  

b) Institutional Investors - Gross open position across all contracts not to 

exceed 15% of the total open interest or USD 1 billion equivalent, 

whichever is higher  

c) Eligible Foreign Investors - Gross open position across all contracts not 

to exceed 15% of the total open interest or USD 1 billion equivalent, 

whichever is higher  
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d) Other Clients – Gross open position across all contracts not to exceed 

6% of the total open interest or USD 100 million equivalent, 

whichever is higher.  

Explanation: 

For the purpose of extending aforementioned positions limits, Institutional 

Investors includes the following:  

a) International Banking Units (IBU) set up in IFSC  

b) Foreign Portfolio Investors (FPI)  

c) AMCs and other Funds set up in IFSC  

d) Insurance Companies set up in IFSC  

e) Foreign Banks setup in other offshore jurisdictions  

f) Supranational, Multilateral or Statutory 

Organization/Institution/Agency.  

5. Stock exchanges shall impose appropriate penalties for violation of position 

limits by eligible market participants.  

 


