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recognized stock exchanges, inquiry into the affairs of recognized stock exchanges and their members, and
requitements for listing of securities

ROLE OF SEBI

As part of economic reforms programme started in June 1991, the Government of India initiated several
capital market reforms, which included the abolition of the office of the Controller of Capital Issues (CCI) and
granting statutory recagnition to Securities Exchange Board of India (SEBI) in 1992 for:

{a) protecting the interest of investors in securities;

{(b) promoting the development of securities market;

{c) regulating the securities market; and

{d) matters connected there with or incidental thereto.

SEBI has been vested with necessary powers concerning various aspects of capital market such as:

0 regulating the business in stock exchanges and any other securities market;

0 registering and regulating the working of various intermediaries and mutual funds;

0 promoting and regulating self regulatory or ganisations;

0 promoting investors education and training of intermediaries;

0 prehibiting insider trading and unfair trade practices;

0 regulating substantial acquisition of shares and take over of companies;

0 calling for information, undertaking inspection, conducting inquiries and audit of stock exchanges,
and mtermediaries and self 1on organisations in the stock market; and

0 performing such functions and exercising such powers under the provisions of the Capital Issues
(Controlp Act, 1947 and the Securities Contracts (Regulation) Act, 1956 as may be delegated to it
by the Central Government

As part of its efforts to protect investors’ interests, SEBI has initiated many primary market reforms, which
include improved disclosure standards in public issue documents, introduction of prudential norms and
simplification of issue procedures. Companies are now required to disclose all material facts and risk factors
associated with their projects while making public issue. All issue documents are to be vetted by SEBI to
ensure that the disclosures are not only adequate but also authentic and accurate. SEBI has also introduced a
code of advertisement for public issues for ensuring fair and twuthful disclosures. Merchant bankers and all
mutual finds including UTI have been brought under the regulatory framework of SEBI. A code of conduct
has been issued specifying a high degree of responsibility towards investors in respect of pricing and premium
fixation of issues. To reduce cost of issue, underwriting of issues has been made optional subject to the
condition that the issue is not under-subscribed. In case the issue is under-subscribed i.e.. it was not able to
collect 90% of the amount offered to the public, the entire amount would be refunded to the investors. The
practice of preferential allotment of shares to promoters at prices unrelated to the prevailing market prices has
been stopped and private placements have been made more restrictive. All primary issues have now o be
made through depository mode. The initial public offers (IPOs) can go for book building for which the price
band and issue size have to be disclosed. Companies with dematerialized shares can alter the par value as and
when they so desire

As for measures in the secondary market, it should be noted that all statutory powers to regulate stock
exchanges under the Secunities Contracts (Regulation) Act have now been vested with SEBI through the
passage of securities law (Amendment) Act in 1995, SEBI has duly notified rules and a code of conduct to
regulate the activities of imermediaries in the securities market and then registration in the securities market
and then registration with SEBI is made compulsory. It has issued guidelines for composition of the governing
bodies of stock exchanges so as to include more public representatives. Corporate membership has also been
introduced at the stock exchanges. It has notified the regulations on insider trading to protect and preserve the
integrity of stock markets and issued guidelines for mergers and acquisitions. SEBI has constantly reviewed
the traditional trading systems of Indian stock exchanges and tried to simplify the procedure. achieve
transparency in transactions and reduce their costs. To prevent excessive speculations and volatility in the
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