
 
 

  
  

 
# 405, 7th Cross, IV Block, Koramangala, Bangalore – 560 034   

☏: 080-25534374 / 25536618 

✉: sharada.sc@sharadasc.com 
www.sharadasc.com 

Pa
ge

1 

AN INSIGHT INTO SOCIAL STOCK EXCHANGES AND ITS REGULATIONS 
 
 INTRODUCTION 
 
The general understanding of a stock exchange is that it is a marketplace where for-profit companies 
propose to list their securities to raise funds and provide liquidity to the existing shareholders of the 
company. The concept of social stock exchanges has emerged in the recent past wherein not-for-
profits(“NPOs”) or for profit-making social enterprises(“FPSEs”) are able to access funds for specific 
social projects. Countries like Canada, UK, Jamaica, Brazil, Portugal and South Africa have established 
social stock exchanges. India has taken the first step to join this group of countries.  
 
SEBI had formed a Technical Group in September, 2020 to develop a framework for onboarding 
NPOs and FPSEs on the social stock exchanges including defining FPSEs, prescribing disclosure 
requirements relating to financials, governance, operational performance and social impact.  
 
Based on the feedback received from various stakeholders, SEBI 
has amended the SEBI (Issue of Capital and Disclosure 
Requirements) Regulations, 2018; SEBI (Listing Obligations and 
Disclosure Requirements) Regulations, 2015; and SEBI (Alternate 
Investment Funds) Regulations, 2012 on July 25,2022 to bring the 
regulatory framework for registering and raising funds through 
the social stock exchanges. 
 
This note has been prepared on a FAQ model to give a brief insight 
into the recently introduced social stock exchanges.  

 
FREQUENTLY ASKED QUESTIONS (FAQ) 

 
1. What is a Social Stock Exchange (“SSE”)? 
 
Ans.  An SSE is a separate segment on the recognised stock exchange having nation wide trading 
terminals and permitted to register NPOs and/or list the securities issued by NPOs. Considering the 
existing infrastructure, client relationships, it is most likely that BSE and NSE would create a separate 
segment for SSEs.  
 
2. What is a Social Enterprise? 
 
Ans. A Social Enterprise can be classified as either an NPO or a FPSE which meets the eligibility 
criteria specified under Chapter X-A of SEBI (ICDR) Regulations, 2018.  
 
3. What is a Not-for-Profit Organisation (“NPO”)? 

 
Ans. As the name suggests, an NPO is an organization which does not operate for profits. Under the 
SEBI regulations, an organization, which is a Social Enterprise and which is registered as any of the 
following entities, would be considered as an NPO: 
 
a. a charitable trust under the Indian Trusts Act, 1882; 
b. a charitable trust under the states’ public trust statute; 
c. a charitable society under the Societies Registration Act, 1860; 
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d. a Section 8 company under the Companies Act, 2013; 
e. any other entity as specified by SEBI 

 
4. What is a For Profit Social Enterprise (“FPSE”)? 
 
Ans. An organization, which is a Social Enterprise, which is registered as a company or body 
corporate and which operates for profit would be considered as a FPSE under the SEBI regulations. 
However, FPSE does not include a section 8 company.  
 

Overview of Social Enterprises 
 

 
 
*SEBI may prescribe any other type of NPO 
** FPSE does not include a Sec. 8 Company 
 

5. What type of entities can be identified as Social Enterprises? Are there any exclusions? 
 
Ans. An NPO or a FPSE which establishes primacy of social intent (i.e. the prime intent is to solve 
social issues/problems), shall be eligible to be identified as a Social Enterprise. 
 
Following type of entities shall not be eligible to be classified as a Social Enterprise: 
 
a. corporate foundations 
b. political or religious organizations or activities 
c. professional or trade associations 
d. infrastructure and housing companies, except affordable housing 
 
6. How to establish primacy of social intent? 
 
Ans. In order to establish primacy of social intent, a Social Enterprise should be engaged in any of 
the prescribed list of activities (“Eligible Activities”). The Eligible Activities are based on Schedule VII 

Social 
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Registration Act, 
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(CSR activities) of the Companies Act, 2013 as well as the 17 Sustainable Development Goals (SDGs) 
prescribed by UN.  The same is reproduced below for ease of reference.  
 
(i) eradicating hunger, poverty, malnutrition and inequality;  
(ii) promoting health care including mental healthcare, sanitation and making available safe drinking 
water;  

(iii) promoting education, employability and livelihoods;  

(iv) promoting gender equality, empowerment of women and LGBTQIA+ communities;  

(v) ensuring environmental sustainability, addressing climate change including mitigation and 
adaptation, forest and wildlife conservation;  

(vi) protection of national heritage, art and culture;  

(vii) training to promote rural sports, nationally recognised sports, 
Paralympic sports and Olympic sports;  

(viii) supporting incubators of Social Enterprises;  
(ix) supporting other platforms that strengthen the non-profit 
ecosystem in fundraising and capacity building;  

(x) promoting livelihoods for rural and urban poor including enhancing income of small and marginal 
farmers and workers in the non-farm sector;  

(xi) slum area development, affordable housing and other interventions to build sustainable and 
resilient cities;  

(xii) disaster management, including relief, rehabilitation and reconstruction activities;  

(xiii) promotion of financial inclusion;  

(xiv) facilitating access to land and property assets for disadvantaged communities;  

(xv) bridging the digital divide in internet and mobile phone access, addressing issues of 
misinformation and data protection;  

(xvi) promoting welfare of migrants and displaced persons;  

(xvii) any other area as identified by the Board or Government of India from time to time  
 
In addition to undertaking any of the above activities, the Social Enterprise’s activity should be 
targeted at underserved or less privileged population segments or regions recording lower 
performance in the development priorities of central or state governments.  
 
The Social Enterprise shall have at least 67% of its activities, qualifying as Eligible Activities to the 
target population, to be established through one or more of the following: 
 

a. at least 67% of the immediately preceding 3-year average of revenues comes from 
providing Eligible Activities to members of the target population; 
 

b. at least 67% of the immediately preceding 3-year average of expenditure has been incurred 
for providing Eligible Activities to members of the target population; 
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c. members of the target population to whom the eligible activities have been provided 
constitute at least 67% of the immediately preceding 3-year average of the total customer 
base and/or total number of beneficiaries. 

 
 
7. Is there a difference between registration and listing on an SSE? 
 
Ans. Yes, there is a difference between registration and listing on an SSE. An NPO may register on 
the SSE but may choose not to raise funds immediately. However, as and when a fund requirement 
emerges for a specific project, a registered NPO may raise funds through the SSE platform. It is 
mandatory for an NPO to be registered on an SSE to raise funds through it.  
 
8. Is there a minimum requirement for NPOs to register on the SSE? 
 
Ans. The SEBI (ICDR) Regulations, 2018 does not specify any minimum requirement for NPOs to 
register on the SSE. However, SEBI has been granted powers to prescribe the minimum 
requirements.  
 
The Technical Group in its report has recommended to SEBI to set up the following minimum 
requirements: 
 

a. The NPO has a valid registration under Sec.  12A/12AA/12B of the Income-tax Act, 1951 for 
at least the next 12 months 

b. The NPO should have been in existence for 3 years 
c. Annual spending of at least Rs. 50 Lakh in the past financial year 
d. Received Funding in the past financial year of Rs. 10 Lakhs 

 
It would be interesting to see if SEBI accepts these recommendations or tweaks it to reduce or 
increase the minimum requirements for NPOs.  

 
9. Who are ineligible to register or raise funds through the SSE? 
 
Ans. The following are ineligible to register or raise funds through the SSE: 
 

a. If the Social Enterprise, any of its promoters, promoter group or directors or selling 
shareholders or trustees are debarred from accessing the securities market by SEBI;  
 

b. If any of the promoters or directors or trustees of the Social Enterprise is a promoter or 
director of any other company or Social Enterprise which has been debarred from accessing 
the securities market by SEBI; 
 

c. if the Social Enterprise or any of its promoters or directors or trustees is a wilful defaulter or 
a fraudulent borrower;  
 

d. if any of its promoters or directors or trustees is a fugitive economic offender;  
 

e. if the Social Enterprise or any of its promoters or directors or trustees has been debarred 
from carrying out its activities or raising funds by the Ministry of Home Affairs or any other 
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ministry of the Central Government or State Government or Charitable Commissioner or any 
other statutory body. 

 
10. What are the instruments through which a Social Enterprise may raise funds? 
 
Ans. The following flow chart describes the various instruments through which a Social Enterprise 
may raise funds: 

 
 
SEBI may prescribe any other means through which Social Enterprises may raise funds through SSE.  
 
Securities which are issued by FPSEs which are listed on the main board/SME/ IGP would have to 
comply with other provisions of SEBI (ICDR) Regulations, 2018 and SEBI (LODR) Regulations, 2015, 
similar to any other for-profit company. The scrip would be tagged as a FPSE for identification.  
 
11. What are Zero Coupon and Zero Principal Instruments (“ZCZPI”)? 
 
Ans. ZCZPI means an instrument issued by an NPO which is registered with an SSE. ZCZPI shall be 
issued without any coupon (i.e. interest) and the principal amount shall not be payable on its 
maturity. The tenure of ZCZPIs shall be specified by SEBI.  
 
12. What are the conditions for issuance of ZCZPIs? 
 
Ans. Following are the conditions for issuance of ZCZPIs: 
 

a. The NPO has to be registered with the SSE and the said ZCZPI should be in demat mode. 
b. ZCZPIs shall be issued only for a specific project to be completed within a specified time as 

stated in the fund raising document. It cannot be issued to raise funds for general purposes.  
c. The specific project shall be based on the list of activities prescribed by SEBI (refer Q No. 6) 
d. Minimum issue size – INR 1 Crore  
e. Minimum application size – INR 2 Lakh  
f. Minimum subscription of the issue – 75% of the issue. Refund in case undersubscribed.  
 
SSE has been given the authority to specify further additional norms in respect of the issuance of 
ZCZPIs.  

 
13. What is the mechanism to issue ZCZPIs? 
 
Ans.  ZCZPIs may be issued in the following manner: 
 

Social 
Enterprises

NPO

ZCZPI Donations from Mutual 
Funds

FPSE

Equity Shares issued on 
Main Board /SME/IGP or 

to AIF including Social 
Impact Fund

Issue of Debt Securities
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a. Public Issue. NPOs are allowed to do a public issue of ZCZPIs. A comprehensive funding 
document containing details of the NPO and the project details, shall be filed with the SSE 
seeking an in-principle approval. SEBI as well as the SSE has been authorised to prescribe 
further disclosures in the funding document. Any observation by SSE on the funding 
document shall be incorporated by the NPO.  
 

b. Private Issuance. A private issuance of ZCZPIs shall be made only to Social Impact Funds 
registered with SEBI under the SEBI (AIF) Regulations, 2012. SEBI has been authorised to 
permit other categories of investors, as it deems fit. The privately issued ZCZPIs shall be 
listed and comply with the requirements specified.  

 
14. Who may access the SSE? 
 
Ans. Only Institutional Investors and Non-Institutional Investors have been permitted to access the 
SSE to purchase instruments issued by Social Enterprises.   
 
“Institutional investor” means (i) qualified institutional buyer; or (ii) family trust or intermediaries 
registered with the Board, with net worth of more than five hundred crore rupees, as per the last 
audited financial statements. “Non-institutional investor” means an investor other than a retail 
individual investor and qualified institutional buyer i.e. any person with a minimum investment 
amount of INR 2 Lakhs. 

 
15. When does the listing of ZCZPIs get terminated? 
 
Ans. The listing of ZCZPIs gets terminated in the following circumstances:  

a. The object for which the funds raised through ZCZPIs has been achieved and a certificate to 
this effect is submitted to the SSE 

b. The tenure to achieve the objects as specified in the fund raising document has expired.  
 

16. What are the annual as well as periodic disclosures required to be made by listed Social 
Enterprise? 

 
Ans. SEBI (LODR) Regulations, 2015 specifies the disclosures that need to be made by Social 
Enterprises. FPSEs are required to comply with the disclosure requirement as specified for 
companies listed on the main board/SME exchange/IGP. NPOs shall make annual disclosures within 
60 days from the end of the financial year. SEBI and SSE shall specify the contents of the disclosures.  
 
Social Enterprises shall frame a policy to determine events which may have a material impact on 
the planned achievement of outputs or outcomes. Such policy shall be submitted to SSE or the 
Stock Exchanges. On happening of any material event, the Social Enterprise shall disclose to SSE 
or Stock Exchange as soon as reasonably possible but not later than 7 days. The SEBI (LODR) 
Regulations, 2015 provides various other instances of disclosures.  
 
A listed NPO shall submit to the SSE utilization certificates (UCs) on quarterly basis in the following 
manner: 
(a) category-wise amount of monies raised; 
(b) category-wise amount of monies utilized; 
(c) balance amount remaining unutilized 
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The unutilized amount shall be kept in a separate bank account and shall not be co-mingled with 
other funds. The UCs shall be submitted till such time the amount is fully utilized or the purpose for 
which it is has been raised, has been achieved.  

 
17. What is a Social Impact Fund (“SIFs”) 
 
Ans. As per SEBI(AIF) Regulations, SIFs are alternate investment funds which invest primarily in 
securities, units or partnership interest of social ventures or securities of Social Enterprises and 
which satisfy the social performance norms laid down by the fund.   
 
SIFs issue social units to its investors. A special carve out has been made for individual investors to 
invest in SIFs which invest in listed NPOs. The minimum amount of investment is INR 2 Lakh as 
opposed to INR 1 Crore in other type of alternate investment funds.  
 
CONCLUSION  
 
Out of the 7 countries in which SSEs have been established, only 3 have been successful in 
implementing the objects of the SSE. Successful implementation and operationalizing the SSE in 
India would require the active participation of not only the Social Enterprises and investors but all 
also all other stakeholders.  
 
CS Sreenivasan Narasimhan 
Senior Associate 
 
Date: 25 August 2022 
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