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Enforcement of Transparency and disclosure requirements 

through SEBI Regulations - A Study 

Introduction 

There are kaleidoscopic hues that surround the concept of 

corporate governance. One can articulate on the concept until 

the cows come home and yet fail to arrive at a universally 

acceptable definition to the term. James D.Wolfensohn, the 

former President of the World Bank, succinctly defined 

Corporate Governance as” a concept which promotes 

corporate fairness, transparency and accountability”. Central 

to the theme of governance is the need for ensuring fairness 

and transparency which should be pervasive in the 

Organization and percolate down to every level of the 

corporate hierarchy and functions.  

The need for corporate governance is common to every company since the Companies Act 

provides for the separation of ownership and control.  The reins of authority for running the 

company are bestowed on a collective assemblage of persons called directors who are elected 

by the shareholders of the company in their capacity as the owners of capital. 

The directors have a fiduciary responsibility to the company and in discharge of their duties, 

have to ensure that their actions are always directed towards the best interests of the 

shareholders. Governance has  therefore  necessarily to be the part of the DNA of every 

company with the difference being a matter of degree, relative to the extent of public interest 

in the company. The larger the degree of public interest in a Corporation, the greater the need 

for better governance. 

Governance has to be also perforce enforced through the force of Regulations to ensure 

adherence to procedures, systems  and processes all of which are manifests of the existence of 

a Governance system. One common hypothesis about human behavior is that Man is indolent , 

and has to be goaded into action. Voluntary compliance with the attributes of  fairness and 

transparency on the part of a company is as hard to find as a needle in a haystack. The force of 

regulation is necessary to ensure rational behavior from humans. Not without reason did 

Jacques Rousseau , the famous French Philosopher, make the famous quote “Man is only born 
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free. Everywhere he is in chains”. It is therefore a given that governance has to be enforced 

through the force of Regulation in some measure. 

As a responsible corporate Citizen, it is incumbent upon a company to usher in a system which 

promotes fairness and transparency in its activities. Transparency and compliance with 

disclosure requirements are necessary to insulate the shareholding public which does not have 

access to price sensitive information which has the effect of causing turbulence in the market 

price of the securities issued by the company as such information does not flow, as it should, in 

a symmetric manner. It is for this reason that SEBI through many of its Regulations has kept 

making changes, thick and fast, in the regulatory environment to ensure that they remain 

contemporaneous and in line with the requirements of a dynamic Eco- system. 

In this exposition we shall take a birds’ eye view  of the  requirements  which exist under the 

following  SEBI  Regulations  which promote  two of the most basic ingredients of the 

Governance Process-transparency with timeliness in dissemination of information and 

adherence to disclosure requirements for the promotion of the capital market and investor  

protection which form the bedrock on which the edifice of Corporate Governance rests.. Given 

the constraints of space in a discussion paper, we shall be brief in our articulation while driving 

the importance of the above two facets of governance . 

a) SEBI (Listing Obligations and Disclosure Requirements)(LODR)Regulations, 2015 

b) SEBI (Prohibition of Insider Trading)(PIT)Regulations, 2015 

I. SEBI-LODR Regulations-Regulation 30 

Regulation 30 in the above Regulations provides 

for disclosures to be made by a listed company, 

of information which, in the opinion of the 

board of directors is material . To take away the 

discretion that was previously available with 

company Managements in the matter of 

disclosure of price sensitive information by 

which companies restricted themselves to 

disclosure of information which only provided to the public the “feel good factor” about the 

company. Certain events have been considered by SEBI as material events as appearing in Para 

A of Part A of Schedule III. Such events have to be disclosed without any application of the 
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prescribed guidelines set out for determining materiality. Events in Para B of Part A in the above 

Schedule have to be disclosed based on application of the guidelines for materiality. 

The Regulation also stipulates that the Board has to frame a policy as regards materiality and 

make the KMPs responsible for determining materiality . Further as timeliness has to be 

ensured while providing information , disclosure has to be ensured within 24 hours from receipt 

of information about the event. Of course, announcements on some items  such as the 

recommendation of dividend, a bonus issue, financial results  etc. have to be made within thirty 

minutes from the conclusion of the Meeting of the Board at which such items have been 

discussed. 

The information has to be also hosted , simultaneous with the disclosure to the Stock 

Exchanges, in the company’s website and also preserved in the website for a minimum of five 

years where after it can be dealt with suitably according to the preservation policy to be framed 

under Regulation 9. 

 

II. Para A of Part A of Schedule II  

 

A. Events compulsory disclosures 

As the list is fairly long we have “cherry picked” for the purpose of discussion some of the 

events which are of common occurrence as under: 

a) Any acquisition including an agreement to acquire, Scheme of Arrangement involving 

corporate restructuring, sale or disposal of any undertaking or subsidiary of the company or any 

other restructuring. For the purposes of disclosure, the expression “Acquisition” shall be 

construed liberally to cover both direct and indirect acquisitions. 

b)  Issue or forfeiture of securities, split or consolidation, buyback schemes, reissue of forfeited 

shares, alteration of calls, redemption of securities. 

c) Revision in ratings. It would be also necessary to provide the rationale as given by the Rating 

agency for the revision. 

d) Outcomes of meetings of the Board which are to be disclosed within thirty minutes from the 

conclusion of the meeting: 

i) dividend including interim dividend declared/recommended /decision to pass any dividend, 
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dates of payment thereof. 

ii) any cancellation of dividend with reasons for justification. 

iii) decision on any buyback. 

iv) decision regarding fund raising exercises. 

v) increase in capital through bonus issue with dates of credit. 

vi) reissue of forfeited shares, creation of new shares or securities etc. 

vii) any alteration in share capital. 

viii) Financial results 

ix) decision on voluntary delisting. 

e) agreements in the nature of a joint venture, family settlement to the extent that they impact 

management and control of company, agreements with Media companies which are not in the 

ordinary course of business including amendments/terminations thereof. 

f) Frauds /defaults by promoter or KMPs or by the company or arrest of KMPs or promoters. 

Where it comes to arrests, the information should pertain to business related acts and not 

something such as the arrest of a KMP for acts of drunken driving or domestic violence which 

has little bearing on the company’s business. 

g) Changes in directors, KMPs, Statutory auditors/Secretarial auditors. 

h) resignation by the auditors along with the reasons. The reasons cannot be cryptic and 

cosmetic and there should be a detailed reasoning for the decision so that the investing public 

could get a flavor as to the actual reasons. 

i) resignation of independent directors along with the reasons. There shall be a confirmation 

from the director to the effect that the reasons as provided by the company are correct. 

Effective from January 1, 2022, in terms of a recent amendment made by SEBI, the copy of the 

letter of resignation which should set out the detailed reasons for the resignation has to be 

attached to the intimation to the stock Exchanges along with the details of other companies 

from which the director had resigned in the last three years. 
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j) Issue of notices and intimations to shareholders regarding general meetings. Proceedings of 

the General meetings shall also be intimated. 

k) Details of any debt restructuring along with one time settlements with banks. 

l) Where the company is subjected to any corporate insolvency resolution process ,all 

developments pertaining to the above including appointment of Resolution Professional , 

details of resolution plans received , salient features of resolution plans as approved by the 

Tribunal shall be intimated. 

m)any other material information which does not involve sharing of commercial secrets. 

B. Para B of Part A-Information to be disclosed based on application of guidelines for 

materiality 

Intimation on the following matters has to be made to the Exchanges: 

a) Commencement /postponement in the date of commercial production of any unit/division. 

b) Changes in the general character of business which has been triggered off by any 

arrangements involving technical, marketing tie-ups, adoption of new lines of business. 

c) announcements regarding additions to capacity or product launch. 

d) Information regarding the company having bagged or terminated major contracts which are 

not in the ordinary course of business. 

 

e) Disruptions caused in operations due to natural calamities such as floods, earthquakes or 

events such as strikes or lock outs. It is pertinent to note that SEBI had directed that companies 

shall also make intimations as regards the impact on their operations caused by the COVID 19 

pandemic. 

f) Effects on the business/operations caused by changes in regulatory framework which are 

endemic to the company. 

g) litigations of a major nature along with their financial and reputational impact on the 

business, status of such litigations, their pendency etc. 

h) frauds/defaults etc. committed by directors other than KMPs and other employees 
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i) introduction of schemes such as ESOPs for the benefit of employees. 

j) Provision of guarantees/indemnity in favour of third parties and the financial ramifications 

thereof. 

k) Grant/cancellation /suspension of key licenses/regulatory approvals. 

l)  Any other information which has a major bearing on the business such as the development of 

new technologies, expiry of patents ,changes in accounting policies, their likely impact on the 

business which is necessary to insulate the investing public against the creation of a false 

market for the company’s securities. 

As maybe observed from the above, the lists provided above are comprehensive enough to 

cover the entire gamut of activities pertaining to the company and its operations. 

In addition, the company is also expected to respond to the Stock Exchange in respect of 

information that may be sought by the Exchange based on reports carried by the Media relating 

to the company. 

A word of caution for those that are part of the fraternity and  are responsible for dissemination 

of information under the Regulations. The unwritten rule to be followed while making 

disclosures is to disclose, when in doubt as to whether the information is material or not. One 

should not be, like the Prince of Denmark in Shakespeare’s Hamlet, caught in the horns of  a 

dilemma and repeat his words in the famous soliloquy ”To be or not to be-that is the 

question”!. The above advocacy is made considering that the Regulators generally come down 

heavily in cases of material non-disclosure. The other aspect to be considered is that the 

element of discretion has been substantially eliminated through amendments made to 

Regulation 30 .No longer can a company follow the “low hanging fruits” policy where it comes 

to making disclosures and only release information which is palatable. 

Where the event reported is of a continual nature, it would be necessary to keep the market 

abreast of developments in the matter culminating in its conclusion. 

III. Transparency and Disclosures-PIT Regulations 

It is sacrilegious on the part of a company to fall foul of 

the provisions of the PIT Regulations.  The surveillance 

mechanism that has been developed over the years 
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through the above Regulations is such that India can lay claim to having one of the most robust 

mechanisms amongst the developed markets for imposing fetters on the scourge of insider 

trading. The Regulations have been tweaked with consistent regularity with an eye on 

insulating, as far as possible, the unsuspecting investor community from the menace that can 

be perpetrated by the “Insiders “ by dealing in the company’s securities while in possession of 

unpublished price sensitive information.(UPSI).Any trade by an insider is presumed to be with 

the foreknowledge of UPSI which presumption of course is rebuttable. 

We shall capture briefly the provisions that are enshrined in the Regulations which ensure 

transparency to espouse the cause of corporate governance. 

a) Appointment of a Compliance Officer to administer the code of conduct and fair dealing 

which has to be formulated by the company. The Compliance Officer could be different from 

the Company Secretary for the purposes of these Regulations. 

b) The Regulation brings within its ambit insiders as also connected persons and their relatives. 

Any person who is in possession/has access to UPSI is deemed to be an Insider. 

c ) The Regulations also cover securities which are proposed to be listed. 

d) ”Pledge” of securities is considered as part of trading or dealing with securities. 

e) No insider is authorized to provide access to UPSI to others including other insiders except 

for performance of legal duties, legitimate purposes or for discharge of legal obligations. 

f) The Board is required to formulate a policy on legitimate purposes as part of the Code of fair 

disclosure and conduct under Regulation 8. 

g) Anyone who is in receipt of UPSI shall be deemed to be an Insider and directed to ensure 

confidentiality of UPSI. 

h) Parties that are in the know of UPSI are to sign confidentiality agreements that will prevent 

them from trading while in possession of UPSI. 

i) company shall maintain a digital structured data base which shall be maintained internally 

and will contain the nature of the UPSI, particulars of persons including PAN of persons who are 

in possession of UPSI as also details of persons with whom they have shared the information. 

The data base cannot be outsourced and shall have inbuilt controls which leave an audit trail. 
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Information in the data base shall be preserved for a period of eight years. In case any 

investigation is carried out ,the information shall be retained until the conclusion of the 

investigation. 

j) Trading plan can be formulated by an Insider which shall be shared with the Compliance 

Officer who will in turn share it with the Exchanges along with details of trades carried out 

pursuant thereto. 

k) Code of practices and procedures for fair disclosure of UPSI shall be formulated and 

published in the Company’s website. The Code shall be drawn up keeping in view the 

principles laid down in Schedule A to the Regulations. 

l) Code of conduct as approved by Board has to be formulated for regulating, monitoring and 

reporting trades by designated persons and their relatives. The responsibility for ensuring 

adherence to the Code shall lie with the CEO of the company. Persons who shall be covered 

under the code shall be those who occupy important positions in the corporate hierarchy 

and their inclusion will be decided by the board in consultation with the Compliance Officer. 

A code on similar lines is to be maintained by intermediaries to the company such as Auditors, 

legal advisors etc. as connected persons since they are in a fiduciary relationship with the 

company. 

m) Trading window to deal in the company’s shares shall be closed during times such as 

announcement of financial results. The window closure has to commence immediately after the 

closure of the relevant quarter and is opened 48 hours after the conclusion of the meeting of 

the board at which the results have been adopted. During the above period no trading on the 

company’s shares shall be allowed in respect of persons and their relatives covered under the 

code. 

n) The Audit Committee of the Board has been entrusted with the responsibility of monitoring 

the effectiveness of the internal code of conduct and it shall therefore carry out a periodic 

review of the mechanism. 

Cases of insider trading are viewed with great amount of seriousness and persons found guilty 

of aberrations are subjected to heavy financial penalties apart from being asked to refund the 

gains that they have made from transactions through misuse of UPSI. 
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Conclusion 

Due to the limitations of space, we have considered for discussion certain facets of only two 

important SEBI Regulations which lay emphasis on transparency and disclosure which attributes 

are so crucial to the governance process. Apart from the above, there are several other 

Regulations of SEBI which promote the cause of governance. As they say, all roads lead to Rome. 

Much the same way , every Regulation espouses the cause of Governance although they may 

meander along different paths before reaching their destination. 

Adherence to regulations is an integral part of the corporate governance movement. True 

governance is something beyond the letter of the law. Substance is far more important than 

form and every corporation should practice Governance in the truest sense so that the fruits of 

governance can be reaped by all and sundry that are connected in some way with the 

Corporation. Regulations can at best only act as a catalyst of change in the Governance process. 

 
 CS Ramaswami Kalidas 

 Date: 24th August, 2021 
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