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CASE LAW (05-JAN)-SEBI (PIT) REGULATIONS, 2015(Continuous Disclosure) 

FACTS OF THE CASE

1. Regulation 7(2) of the SEBI PIT Regulations, 2015 requiring every   promoter, employee and director of the company to disclose to the company the number of such securities acquired or disposed  of within two trading days of such transaction if the value of  the securities traded, whether in one transaction or a series of  transactions over any calendar quarter, aggregates to traded value  in excess of ten lakh rupees or such other value as may be specified.   Regulation 7(2)(b) of PIT regulations require that the company has to notify the particulars of such trading to the stock exchanges on  which the securities are listed within 2(two) trading days of receipt of the disclosure or from becoming aware of such information. 

In explanation to Regulation 7(2)(b) – it is clarified for the  avoidance of doubts that the disclosure of the incremental transactions after any disclosure under this sub-regulation, shall be made when transactions effected after the prior disclosure  cross the threshold specified in clause (a) of sub-regulation (2).

2. Further, there could be some transactions, e.g. Bonus, shares  received pursuant to the scheme of amalgamation/demerger,  gift or off market transaction like transfer of shares to a family  trust account, where the traded value is Nil and the same  cannot be considered for computing the threshold limit of ten  lakh rupees. The Regulations do not provide clarity with regard to the disclosure to be made in respect of such transactions in  the prescribed Form C by the concerned promoter/employee/  director to the company and in turn by the company to the stock exchanges.




QUERY:
i) Whether disclosure in Form C pertaining to the change in the holdings of securities needs to be made in case of some  transactions e.g. Bonus, Shares received pursuant to the Scheme  of Amalgamation/Demerger, Gift or Off market transaction like  transfer of shares to a family trust account where there is no  consideration amount involved .i.e. the traded value of securities  is nil?

ii) In case the answer to the above query is affirmative then at what  value should the aforesaid transactions be disclosed?

APPLICABLE REGULATIONS

	REGULATION 7OF SEBI (PIT) REGULATIONS, 2015 ON THE REQUIREMENTS OF DISCLOSURES IS AS UNDER: 
7 (1) Initial Disclosures 

(a) Every promoter, key managerial person and director of every company whose securities are listed on any recognized stock exchange shall disclose his holding of securities of the company as on date of these regulations taking effect, to the company within thirty days of these regulations taking effect; 

(b) Every person on appointment as a key managerial personnel or a director of the company or upon becoming a promoter shall disclose his holding of securities of the company as on the date of appointment or becoming a promoter, to the company within seven days of such appointment or becoming a promoter. 

7(2) Continual Disclosures 
(a) Every promoter, employee and director of every company shall disclose to the company the number of such securities acquired or disposed of within two trading days of such transaction if the value of the securities traded, whether in one transaction or a series of transactions over any calendar quarter, aggregates to a traded value in excess of ten lakh rupees or such other value as may be specified.




REPLY TO THE QUERY
i) Regulation 7(2)(a) of the said PIT Regulations, 2015 states that;  Every promoter, employee and director of every company  shall disclose to the company the number of such securities   acquired or disposed of within two trading days of such  transaction if the value of the securities traded, whether in one transaction or a series of transactions over any calendar quarter, aggregates to a traded value in excess of ten lakh  rupees or such other value as may be specified.

From the above it is understood that number of securities  acquired or disposed beyond the given threshold have  to be disclosed, irrespective of the mode of acquisition  or disposal. Therefore, with respect to the first query,  disclosure pertaining to change in holdings of securities needs to be made; by the concerned promoter/employee/  director to the company and in turn by the company to the stock exchanges.

At the same time, it may be pertinent to point out that the said  SEBI PIT Regulations, 2015 are primarily aimed at preventing  abuse by trading when in possession of unpublished price  sensitive information (“UPSI”). The same is inter alia also  mentioned in the explanatory note under Regulation 6(2) of  PIT Regulations, in Chapter III covering Disclosure of Trading  by Insiders as well. Accordingly, various provisions of PIT  Regulations, including disclosures, are in respect of UPSI  relating to a security or in respect of trading by persons who  may have access to such UPSI. Therefore, any wilful trading by such insiders is either prohibited; when in possession of  certain UPSI; or otherwise required to be disclosed beyond  a certain threshold.

In cases, wherein the person getting allotment of shares  has no role in the transaction in question and relevant  information or disclosure of such transaction is already  in the public domain, for e.g., in case of bonus shares or  shares received pursuant to Scheme of amalgamation/  demerger etc., a separate disclosure may not be  necessary. For all other instances as quoted in the request  letter for Informal guidance, like off market transaction  or gifts, disclosure must be made in accordance with provisions of PIT Regulations.

ii) With respect to the second query, the term value of securities  traded is interpreted as the prevailing market value of the  securities on the day they were acquired or disposed off. The  same may be used for the purpose of calculation of threshold  Value beyond which disclosure is required; and must also be disclosed in the referred form


DISCLAIMER the case law presented here is only for sharing information with the readers. In case of necessity do consult with tax professionals.

SOURCE: https://www.icsi.edu/media/webmodules/Final_Guidance_Note_on_PIT.pdf
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