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Working of SEBI and newly development 

Author’s Note 

This article has been written by Tapasya Bhatia a second year law student from PSIT, 

College of Law. 

Introduction 

The stock market is a one-stop destination where lending and borrowing of long-term funds 

fall out. The exchange mainly conducts transactions in two departments, namely the primary 

department and the secondary department. The primary sector envelopes the area where 

long–term flow of funds from the surplus sector to the government and corporate sector and 

banks and non-bank financial intermediaries. Accordingly, in the secondary sector, it 

comprises of outstanding market. It was propounded that SEBI has played well in the battle 

of the financial market in a systematic way.1 

The Stock Exchange Board of India (SEBI)  

The Stock Exchange Board of India (SEBI) is a stock market and was constituted in the year 

in April 1988. It got its legal framework on the year 30th January 1992 for the smooth 

functioning to protect the interest, money, and confidence of investors. The SEBI Act (1992) 

was amended on March 25, 1995, by the Securities Laws Act 1995 has authorized SEBI to 

sign up and adjust new intermediaries withinside the capital marketplace inclusive of 

custodians, depositories, assignment capital budget, credit score organizations, and overseas 

foreign institutional investors. The SEBI has formulated regulations covered by the SEBI Act 

and the Depositories Act for registration and regulation of all market median, for prevention 

of unfair trade practices, and insider trading.2 

Establishment of SEBI Board 

                                                           
1 Ahmad Akhlaq, Securities trading and regulatory mechanism with special reference to working of SEBI, 2005 
2  S. Mohana Murali, The Role of SEBI in Protecting the Interests of Investors and Regulation of Financial 

Intermediaries,  IJSRD - International Journal for Scientific Research & Development| Vol. 5, Issue 04, 2017  
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The SEBI is a stock market body administered by the central government of India concerning 

section-3 of the SEBI Act. The Securities and Exchange Board of India Act, 1992, was 

enacted to give statutory status to SEBI set up in 1988 and was amended by securities Law 

(Amendment) Act 1995 and Depositories Act 1996. 

SEBI consist of several different terms and condition mentioned under SEBI Rule 1992, the 

central government may remove the chairman or any other member before expiring of his 

terms by providing three-month salary and allowances in lieu or three-month notice.  

 

Any member proved insolvent, unsound, convicted of an offense, or abused his positions 

must be removed under sections 5 & 6 of the Act. 

In the matter related to equity, all questions shall be decided by the Board by the majority of 

votes, the chairman shall have a second or casting vote. Any member who is a director of a 

company has any direct or indirect pecuniary in any matter coming up for consideration 

before the board shall disclose the nature of his interest in such meetings and shall not take 

part in any deliberation on the decision taken by the board in such matters is given under 

Section 7 & 7 A.3 

 

Function of SEBI 

The SEBI comprises of following functions that are:  

1. Administering the stock exchange and other security markets. 

2. Enrolling and governing the stockbrokers, sub-broker, share transfer agents, bankers 

to an issue trustee of the trust deed, registrars to an issue, merchant bankers, 

underwriters, and Portfolio managers investment adviser. 

3.  Enrolling and administering the work of cumulative investment schemes including 

mutual funds. 

4. The uplifting and governing self-regulatory organization, investor education, and 

training of intermediaries of the securities market. 

5. Forbidding fraudulent and unfair trade practices relating to the securities market 

insider trading.  

                                                           
3 Ahmad Akhlaq, Securities trading and regulatory mechanism with special reference to working of SEBI, 2005 
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6. Governing substantial acquisition of shares and takeover of companies.4 

 

Role of SEBI 

The major role of the organization is to guarantee constructive surveillance in respect stock 

market, and uplift responsible and accountable autonomy on the part of all players, and 

observe the whole play. The organization must provide a perfect platform for the investors to 

look forward with the view of raising the capital they need systematically and effectively. All 

over around eighteen years being a statutory body SEBI worked effectively by reviewing and 

reappraising its existing policies and programs, formulating new policies and crafting new 

regulations in areas hitherto unregulated, and implementing them to ensure the growth of the 

place. The investors are supplied with immense protection as SEBI discloses all the relevant 

information periodically. Accordingly, the body also offers medians a competitive, 

professionalized, and expanding market with adequate and efficient infrastructure to render 

better service to investors and issuers.    

 SEBI has taken various measures for the adequate development of both the sources namely 

primary and secondary market. A major step has been taken toward the clearness by  

establishing depositories- NSDL and CDSL—and a clearing corporation—NSCCL. SEBI 

introduced the catalyzed modernization in the primary and secondary market to ease the place 

for the twenty-first century.5 

Function of SEBI 

The SEBI majorly performs three variants of function that are protective, regulatory, and 

development functions.  

 

Concerning the foremost and important function of the body is to protect the interest of the 

investor which can also be considered as a major objective. The primary function of the 

body majorly focuses on checking price rigging which prevents from inflating or depressing 

the market price of securities. Obviate insider trading invoke the chances of spreading 

information of sensitive information which may lead to hampering the profit-making strategy. 

                                                           
4 Itesh Kumar Singh, A Study of Role and Significance of Securities Exchange Board of India (SEBI), JETIR 

March 2018, Volume 5, Issue 3 
5 Pallavi Tripathi, A STUDY ON ROLE OF SEBI AS A REGULATORY AUTHORITY IN INDIAN 

CAPITAL MARKET, International Journal of Research in IT and Management (IJRIM), Vol. 7, Issue 1, 

January - 2017, pp. 28~36 
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The protective function additionally specializes in prohibiting unfair change practices and 

train buyers to assess the securities.  

 

The secondary function achieved via way of means of the SEBI to sell and expand in 

inventory change and boom the enterprise in inventory change. Under development classes 

following features are achieved via way of means of SEBI. SEBI promotes the schooling of 

intermediaries of the securities marketplace. Attempt to sell inventory change via way of 

means of adopting bendy and adaptable technique in various ways i.e SEBI has accredited net 

buying and selling via registered inventory brokers, SEBI has made underwriting elective to 

lessen the price of difficulty and even preliminary public provide of number one marketplace 

is authorized via inventory change. 

These functions are finished in way of means of SEBI to modify the commercial enterprise in 

inventory trade. To modify the activities of inventory trade following are the finished SEBI 

has framed regulations and guidelines and a code of behavior to modify the intermediaries 

inclusive of service provider bankers, brokers, underwriters, etc. These intermediaries had 

been added below the regulatory purview and personal placement has been made extra 

restrictive. SEBI registers and regulates the operating of inventory brokers, sub-broker, 

percentage switch agents, trustees, service provider bankers, and all people who are related to 

inventory trade in any manner. The body must also and register and regulate the operating of 

mutual finances.6 

 

Recent Development related to SEBI 

The provisions exemplify that SEBI has been legal to take these kinds of measures that in its 

opinion might shield the hobby of buyers and might resource to modify the marketplace. It’s 

the cause SEBI continues revising and updating with the aid of using formulating new 

measures or guidelines that make the securities marketplace conducive, secure and pleasant 

for all varieties of buyers that encompass retail or institutional buyers. In the beyond few 

months, at some point of and after COVID-19 lockdown instances, there had been a few key 

instrumental measures that have been taken with aid of using SEBI, such as: 

                                                           
6  Pallavi Tripathi, A STUDY ON ROLE OF SEBI AS A REGULATORY AUTHORITY IN INDIAN 

CAPITAL MARKET, International Journal of Research in IT and Management (IJRIM), Vol.  
 7, Issue 1, January - 2017, pp. 28~36 
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Introduction of UPI and Application through an online interface for Public Issue 

of Debt Securities 

Securities SEBI, in its round dated November 23, 2020, introduced and the advent of a 

unified payment interface [UPI] mechanism and alertness through an online interface for 

public trouble of debt securities. This device has already been in lifestyles for the trouble of 

public stocks given that January 2019 however is now made to be had for public debt 

securities through this round issued with the aid of using SEBI below section 11 of the Act, 

the said mechanism is in addition to an already gift actual mode beneath neath software 

supported with the useful resource of the usage of blocked quantity ASBA. It may be for 

securities setting out up for issuance from January 1, 2021, for programs as lots as limiting of 

lakhs. The worried entities encompass the National Payments Cooperation of India [‘NPCI’], 

UPI, and the Sponsor Bank. The degree taken up with the aid of using SEBI is extraordinarily 

upright because it will make the procedure of subscribing to debt security easy for the retail 

traders, will boom the investor base because could have a choice to use UPI interphase to 

dam their budget for debt securities all through the trouble to their brokers. Investing into 

debt devices could be as comparable as subscribing to fairness preliminary public offerings 

IPO as its miles now much less time-ingesting and greater digitalized. Although the initiative 

is certain to increase the obligations of the inventory change, intermediaries, and the sponsor 

bank, however the winning instances name for such motion as a bodily procedure of trouble 

of debt securities isn’t most effective a conventional technique additionally participation with 

the aid of using the retail traders is anticipated. It is in particular due to the fact till now, the 

debt devices had commonly been subscribed with the aid of using the excessive internet 

traders and institutions, however, this kind of degree with the aid of using SEBI may extra de 

up the matters and intends to inspire family traders to be part of debt marketplace as well. 

Increased overall performance of E-voting mechanisms for meetings The Companies Act, 

2013 mandates a company to offer an e-balloting facility to the shareholders. Section 108 

of The Companies Act, 2013 at the side of Rule 20 of the Companies (Management & 

Administration) Rules, 2014 offer this shape of facility. Additionally, law forty-four of 

the SEBI (Listing and Obligatory Disclosure Requirement) Regulations, 2015 consists of the 

delivery in this regard. On Dec 09, 2020, SEBI launched around directing the indexed entities 

to offer the e-balloting facility to its shareholders. The mechanism is known as a device in 
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which the shareholders could have a choice to forecast their votes immediately thru their 

Dematerialized [“DEMAT”] money owed with the depositories which will ahead of their 

votes to the E-balloting carrier providers [“ESP”]. The process may want to take area in 

phases. The first phase, wherein the shareholders can strong their vote each through the 

depository’s net web page or their DEMAT account. After which, the depositories will 

supply the confirmation of the votes to the shareholders as quickly as received from ESP. In 

the second phase, the depository will set up an OTP tool for login. For this new and plenty 

green mechanism, SEBI has additionally requested the Depositories and the ESP’s to offer 

helpline offerings to shareholders, while ESP’s had been directed to offer hyperlinks for 

disclosures with the aid of using the groups and the document of proxy advisors for investor’s 

awareness. The complete proposed mechanism goals to ease out the venture of casting a vote 

for the shareholders. Elimination of registration with ESP’s and authentication from the 

factor of depository will make certain protection and legitimacy of the votes of shareholders. 

This is not like the sooner mechanism wherein the shareholders needed to go to the ESP’s 

internet site to solid their votes with wonderful usernames and passwords that created the 

balloting process tedious and now no longer very easy. The obligatory updating of key 

information of shareholders frequently with the aid of using the inventory change can even 

assist the entities to keep up a correspondence with their customers for one prevent 

communication. Additionally, the initiative of offering the hyperlink for the disclosure with 

the aid of using the entities and hyperlinks to proxy advisor’s internet site, etc.’ could manual 

the votes of the traders primarily based totally on a sound rationale, and could additionally 

decorate the participation with inside the e-balloting procedure with the aid of using the non-

institutional shareholders or retail shareholders.7   

Reclassification policies of promoters as public shareholders and disclosure in their 

shareholding sample Rules for reclassification of promoters had been noted in Regulation 

31A of SEBI (Listing Obligations and Disclosure Requirements) Regulation, 2015. On the 

23rd of November, 2020, SEBI released a consultative paper on the equal that proposed a few 

amendments to the prevailing regulations referring to promoter reclassification.  It is 

composed of the subsequent proposed amendments: Promoters with shareholding as much as 

15%, in search of to reclassify need to be allowed with shareholding’s fame quo maintained. 

                                                           
7 https://m.economictimes.com/markets/amp_sebi 
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One-month length for meeting amongst board & shareholders and for reclassification request 

to be positioned up in advance than alternate. Promoters in search of reclassification 

according to an order/path of presidency or regulator need to be exempted like 

reclassification under decision authorized below Insolvency and Bankruptcy Code, 

2016.  Promoters in search of reclassification according to a suggestion need to be exempted 

from the reclassification process wherein motive for reclassification is noted withinside the 

provide letter which desires to be according with SEBI Substantial Acquisition of Shares and 

Takeover [“SAST”] Regulations and Regulation 31A(3)(b) and 31A(3)(c) of SEBI(LODR) 

Regulations, 2015.  Under a suggestion, wherein the previous promoters aren’t traceable with 

the aid of using the indexed entity or now no longer cooperative closer to it, exemption from 

reclassification methods need to accept if erstwhile promoters aren’t on top of things of the 

corporation and diligent efforts had been made with the aid of using the indexed corporation 

to attain out to them. Mandatory disclosure of promoters. SEBI after having stated the 

shortcomings of the present procedure of promoter reclassification has proposed amendments 

that seek to carry orderliness inside the process of promoter or promoter entity 

reclassification. There had been times wherein someone is tagged as a promoter of a 

corporation despite getting 0 shareholdings, this now no longer most effective impacts the 

picks of the traders however additionally makes the functioning of a corporation strenuous. 

The software of one-month closing dates among shareholder and board conferences and for 

placing up reclassification request with the aid of using entity in the front of change has been 

carried out with the motive to Fastrack the complete procedure and now no longer to have 

any undue delay. The exemptions made for promoters according to a suggestion have been 

proposed maintaining in thoughts the procedural formalities which may be set apart in the 

case wherein the stance of a promoter has already been clean or while it has been not possible 

to attain out to them. The disclosure of shareholding sample with the aid of using a promoter 

even in case of 0 shareholdings is a proposed modification that goals to reduce the groups 

from misusing the regulation because of present loopholes8.  

Conclusion 

                                                           
8 https://hnluccls.in/2021/04/13/recent-trends-measures-taken-by-sebi-to-regulate-the-indian-capital-market/ 
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The SEBI is a regulatory frame that is twenty-three years vintage and the capital marketplace 

device is extra than 103 years vintage. This matured capital marketplace device calls for 

tracking instead of Over-regulation. There needs to be cross-border cooperation amongst all 

sorts’ regulators and among regulators and professions. The SEBI needs to supervise this 

capital marketplace device in this kind of way that everyone sub-structures end up self-

regulatory organizations (SROs) gradually. Additionally, SEBI has been searching ahead to 

redesign the complaint redressal machine for the inventory exchange, for which the regulator 

issued directions to the Bombay Stock Exchange concerning the customers of the defaulting 

buying and selling members. All-inclusive, SEBI maintains on making endeavors to shape 

the capital marketplace with inside the hobby of the investors, indexed entities, or any 

stakeholders that shape part of the capital marketplace. 

 

 

 

 

 

 


