MERCHANT BANKERS
MEANING OF MERCHANT BANKERS:	
An entity registered under SEBI (Merchant Bankers) Regulations, 1999 & engaged in business of – 
· Issue management either by selling, buying or subscribing to securities as manager, consultant, advisor or
· Rendering corporate advisory services in relation to issue management.
REQUIREMENTS FOR REGISTRATION WITH SEBI AS A MERCHANT BANKER:
No person can act as Merchant Banker without holding a certificate of Registration from SEBI. The following are the requirements for registration- 
· Applicant should be Body corporate, other than NBFC under RBI Act, 1934.
· Applicant should have necessary infrastructure.
· At least 2 persons who have experience in the conduct of Merchant banking business should be in employment along with the merchant banker.
· Person directly/indirectly connected with the applicant should not granted registration by SEBI. Such person includes associate, subsidiary, group co., of applicant body corporate.
· Fulfill Capital Adequacy requirements.
· Applicants, its partners, director or principal officer should not –
·  Be involved in any litigation connected with the securities market
·  Have been convicted for any offence involving moral turpitude or found guilty.
· Have professional qualification from an institution recognized by the Government in finance, law or business management.
· Fit & proper person.
· Grant of certificate to the applicant is in the best interest if the investors.
CONDITIONS FOR GRANT / RENEWAL OF CERTIFICATE OF REGISTRATION:
· Certificate is valid for 3 years.
· Obtain prior permission from SEBI to carry on Merchant Banking activities if there is any change in its status or constitution.
· Pay registration/renewal fees as required by SEBI.
· Take adequate steps to redress the investor’s grievances within 1 month from the date of receipt of complaints.
· Strictly abide by & adhere to rules and regulations under SEBI Act.
GUIDELINES IN RESPECT OF REGULATION / REGISTRATION OF MERCHANT BANKERS:
· Renewal Application: Made as per Regulation 9 of SEBI (Merchant Bankers) Rules & Regulations, 1992 (Form A) & additional information contained in Schedule XXVI
· Changes that have taken place in the information submitted for earlier registration to SEBI: Statement highlighting those changes & declaration stating that no changes has taken place.
· Half yearly reports: Regulation 28 of SEBI (Merchant Bankers) Rules & Regulations, 1992 (Form A) send half yearly report twice a year in Schedule XXVII format and must reach the SEBI within 3 months from the close of period it relates.

· Registered merchant bankers shall inform the Board of having become member of AMBI with relevant details: AMBI – Association of Merchant Bankers of India
· Issue of penalty points for violation of any of the provisions: On whom 4 or more penalties has been imposed may be restrained from filing any offer document or associating or managing any issues for a particular period.  
DISCLOSURE OF INFORMATION TO SEBI:
· Responsibilities with regard to management of an issue.
· Change in information or particulars previously furnished which affect the certificate granted to it.
· Details of company, whose issue the merchant banker has managed or has been associated with.
· Details relating to breach of capital adequacy requirements.
· Details relating to activities as manager, underwriter, consultant or advisor of an issue.
MAINTENANCE OF BOOKS & RECORDS BY MERCHANT BANKERS:
· Records to be maintained:
· Copy of –
· B/S as at end of accounting period.
· P&L A/c for the noted period.
· Auditor’s report on the accounts for that period.
· Statement of financial position.
· Period of maintenance: Preserve for minimum period of 5 years.
· Intimation to SEBI: Intimate to the board, the place of maintenance of books of accounts  
· Furnishing of accounts to SEBI: 
· After each accounting year, furnish copies of B/S, P&L and other documents to SEBI.
· The documents and financial statements may relate to any of 5 preceding financial years.
CAPITAL ADEQUACY REQUIREMENTS:
As per Regulation 7 Capital Adequacy Requirement should not be less than Net worth of person making application for grant of registration.

Merchant bankers who carry on activity of issue management consisting of –
· Preparation of prospectus and other information relating to issue.
· Determining financial structure.
· Tie up of financiers.
· Final allotment & refund of subscriptions.
	Category
	Activity of Merchant Banker
	Minimum Net Worth

	I
	Act as Advisor, Consultant, Manager, Underwriter, Portfolio manager
	Rs. 5 crores

	II
	Act as Advisor, Consultant, Co-Manager, Underwriter, Portfolio manager
	Rs. 50 lakhs

	III
	Act as Advisor, Consultant to an issue, Underwriter 
	Rs. 20 lakhs

	IV
	Act as Advisory or Consultancy to an issue
	Nil




INSPECTION OF MERCHANT BANKER’S BOOK BY SEBI:
· Inspecting Authority:

SEBI may appoint one or more persons as inspecting authority to inspect the books of accounts/documents.

· Purpose of inspection by SEBI:

· To ensure that the books of accounts & documents are being maintained in the prescribed manner.
· To confirm compliance with the statutory requirements under Act, Rules & Regulations.
· To investigate into the complaints received from investors, other stock brokers, sub-brokers or any other person on any matter affecting the stock broker’s activities.
· To investigate in the interest of securities business or investor’s interest into the affairs of stock brokers.

· Duty of Merchant Bankers:

· Allow the inspecting authority to have reasonable access to their premises.
· Provide facility to examine the books.
· Provide copies of all documents & materials needed for inspection. 
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