“An educated investor is a protected investor”.


Securities Laws and Compliances
Chapter-XVIII

INVESTOR PROTECTION

What you will study in this chapter:

· About watchoutinvestor.com

· About investorhelpline.in

· About investor protection and education fund created by SEBI

· About Investor Education and Protection Fund by MCA

· About Ombudsman

· About Sebi (Informal Guidance Scheme)

· About SCORE

(1.) Watchoutinvestors.com

Reasons for launching Watchoutinvesors.com (not to learn just read for better understanding)
Following are the reasons for launching this website

1. Over the years, thousands of unscrupulous entities have defrauded the investors or have broken the economic laws of the land. The practice continues

2. Investors have lost confidence in the market consequent to a series of mishaps.

3. In many cases, though penal regulatory action has been taken against such entities, the information about such actions lies scattered and is in a difficult-to-access, difficult-to-use format.

4. Defaulters keep reappearing to harm the investors again, often with changed company names or by floating new companies/ schemes, encouraged as they are by inadequate deterrents. 

5. Unregistered and indicted intermediaries abound, and investors suffer at their hands

6. Regulatory action is reactive and rarely compensates the investors.

7. Absence of any organized database prevents regulators and investors from taking any pre-emptive action. 

8. NRIs are a further disadvantaged lot, as they are far from the market and the regulators.

9. On the whole, investors feel cheated and helpless, and have become over-cautious. As a result, the capital market and the economy are suffering.

About Watchoutinvestors.com

Watchoutinvestors.com is a national web-based registry covering entities including companies and intermediaries and, wherever available the persons associated with such entities, who 

· Have been indicted for an economic default and/or 

· Have been non-compliant of laws/guidelines and/or

· Are no longer in the specified activity

This information which is presently disorganized, difficult-to-use and is spread across a large number of sources i.e. websites, databases, publications, notifications and orders of the government and of other organizations, agencies, courts of law, tribunals and commissions, has been aggregated, indexed, standardized ,reformatted and re-presented in a form and manner that can be accessed in a user friendly manner. 
Mission of Watchoutinvestors.com     

To prevent unscrupulous entities/individuals from harming investors and, thereby help build public confidence in the financial system enabling greater flow of public investment to the right avenues
Features of Watchoutinvestors.com
1. It is a flagship website of MCA aided and sponsored by Investor and Education Protection Fund (IEPF)

2. It provides information about all unscrupulous entities

3. This websites covers decisions or orders of various regulatory bodies taken against companies and other intermediaries. It provides all the decisions at one place.

4. This website is updated on a daily basis.

5. This website is investor friendly i.e., easy to use, easy to search the desired information.

(2) About Investorhelpline.in
“Investor Helpline” is a free of charge dedicated online portal to handle investor grievances administered by different authorities i.e. Ministry of Corporate Affairs, Securities and Exchange Board of India (SEBI) and Reserve Bank of India (RBI) in a focused and sustained manner. Right from filing of grievances to tracking status and interaction with administrator has been made online to make it user-friendly. If an investor has any grievance described below,he can just Log on to: www.investorhelpline.in
Objectives of Investorhelpline.in 

1. To impart thrust to investor grievances and make the companies respond promptly. 
2. Additionally, the portal aims at development of an informed and enlightened investor. 

. 
Features of Investorhelpline.com

1. A free of charge, Single dedicated portal to handle investor grievances.

2. This website was launched in September 2006

3. This website is a project aided and sponsored by Investor Education and Protection Fund (IEPF), Ministry of Corporate Affairs, Government of India.

4. Right from filing grievances to tracking status, the interaction with administrator has been made online to make it user friendly.

5. Specific Forms for Different types of Grievances.

Grievances and Form to be used: Following are the grievances for which an investor can use www.investorhelpline.in
1. Non Receipt of Refund Order/ Allotment Advise related Form No. IH-A
2. Non-Receipt of Dividend Form No.  IH-B
3. Non-Receipt of Share certificates / Units after allotment / transfer/ Bonus Transmission etc Form No.  IH-C
4. Non-Receipt of Debentures / Bond Certificate or Interest / Redemption Amount Form No.  IH-D
5. Non-Receipt of letter of offer for Rights Issue Form No.  IH-E
6. Non-Receipt of Investments and returns thereon on Collective Investment Schemes/   Plantation Companies Form No.  IH-F
7. Non-Receipt of Annual Report / AGM Notice / Proxy Form- Form No.  IH-G
8. Non-Registration of Change in Address of Investor Non-Receipt of Fixed / Public Deposits related amounts Form No.  IH-H
9. Demat related Grievances Form No.  IH-J
10. General Form- Form No.  IH-K
Difference between Watchoutinvestor.com and investorhelpline.in

The basic difference between these two sites is as under:

1. Watchoutinvestor.com has an objective to make investor aware about fraud companies and to promote informed decisions, while investorhelpline.in has an objective to provide an alternate mode to get the grievances resolved online.

2. Wathoutoutinvestor.com is to be used before investing while investorhelpline.in is to be used after making investment in wrong companies/schemes.

(3) Investor Protection Fund
For the purpose of Protecting the interest of Investors (including Prospective) MCA as well as SEBI has established a fund but with different name.
	

	


Investor Protection Fund


A) Investor Protection and Education Fund (Established by SEBI)
Background of IPEF:

SEBI believes in the maxim: “An educated investor is a protected investor”. SEBI has set up IPEF so that the investor education efforts do not suffer for want of funds.

 On the basis of the recommendations of the Expert Group headed by Justice M.H. Kania, Former Chief Justice of India, the Board in its meeting held on June 30, 2007, approved the establishment of an Investor Protection and Education Fund with contribution from SEBI’s General Fund to be used for taking measures for investor education. It desired a comprehensive note as regards investor protection.

Accordingly, then Chairman of SEBI (Mr. C V Bhave ), vide order dated July 23, 2007, created a fund called the “Investor Protection and Education Fund” (IPEF) for the purpose of investor education and related activities, with an initial corpus of Rs. 10 crore (Rupees ten crore) from the SEBI General Fund. 

In order to operationalize the fund and to ensure the sanctity of the process leading to accrual to and expenditure from the fund, it is proposed to make Regulations known as “Securities and Exchange Board of India (Investor Protection and Education Fund) Regulations, 2009”

Objectives of Investor Protection and Education Fund:
1. Investor protection and 

2. Promotion of investor awareness and education.

Amounts to be credited to the Fund (Reg. 4)

 The following amounts shall be credited to the Fund:-

(a) Contribution as may be made by the Board to the Fund;

(b) Grants and donations given to the Fund by the Central Government, State Government or any other entity approved by the Board for this purpose;

(c) Proceeds in accordance with the sub-clause (ii) of clause(e) of sub-regulation (12) and the sub- regulation (13)of regulation 28 of the Securities and Exchange Board of India (Substantial Acquisition of Shares and Takeovers) Regulations, 1997;

(d) Security deposits, if any, held by stock exchanges in respect of public issues and rights issues, in the event of de-recognition of such stock exchanges;
(e) Amounts in the Investor Protection Fund and Investor Services Fund of a stock exchange, in the event of de-recognition of such stock exchange;


(f) Interest or other income received out of any investments made from the Fund; 

(g) Such other amount as the Board may specify in the interest of investors.

Utilization of Fund (Reg. 5)

The prime objective of creation of this Fund is 

1. Protection of investors and 
2. Promotion of investor education and awareness [Reg. 5(1)]
In order to achieve this common objective the fund may be used for the following purposes:-

(a) Educational activities including seminars, training, research and publications, aimed at investors;
(b) Awareness programmes including through media - print, electronic, aimed at investors;

(c) Funding investor education and awareness activities of Investors’ Associations recognized by the Board;

(d)  Aiding investors’ associations recognized by the Board to undertake legal proceedings in the interest of investors in securities that are listed or proposed to be listed;

(e)  Refund of the security deposits which are held by stock exchanges and transferred to the Fund consequent on derecognition of the stock exchange as mentioned in clause (d) of regulation 4, in case the concerned companies apply to the Board and fulfill the conditions for release of the deposit;

(f) Expenses on travel of members of the Committee (Constituted for this Fund), who are not officials of the Board, and special invitees to the meetings of the Committee, in connection with the work of the Committee; 

(g) Salary, allowances and other expenses of office of Ombudsman; and

(h) Such other purposes as may be specified by the Board.

Conditions for giving Aid to Recognized investors’ associations in respect of legal proceedings [Reg.6]:

SEBI (Investor Protection and Education Fund) Regulations, 2009 provides that financial aid can be given to a recognized investor association to undertake any legal proceeding on behalf of a group of investors. 

However this financial aid is subject to the following conditions:

1. There would be a thousand or more investors affected or likely to be affected by issues relating to areas which fall under the regulatory jurisdiction of SEBI, such as

a. Misstatement in the offer document

b. Non-receipt of securities allotted or refund of application monies paid by them’

c. Non-payment of dividend

d. Default in redemption of securities or in payment of interest in terms of the offer document

e. Fraudulent and unfair trade practices or market manipulation by an intermediary

f. Any other matter which in the opinion of the Board may be deemed appropriate

2. Such aid would not be provided in respect of legal proceedings where the Board is a party or where the Board has initiated any enforcement action.

3. Such aid would not exceed 75% of the total expenditure on legal proceedings.
4.  Such aid would not be considered for more than one legal proceeding in a particular matter, and for more than one Investors’ Association in such matter.
5. If more than one Investors’ Association applies for seeking aid, the Association whose application is received first, would be considered for such aid.

Constitution of the Committee (Reg. 7)

7. (1) The Board shall constitute an advisory committee for recommending investor education and protection activities that may be undertaken directly by the Board or through any other agency, for utilization of the Fund for the purposes referred to in regulation 5.

(2) The Committee shall consist of the following members, namely:-

(a) The Executive Director of the Board in charge of Office of Investor Assistance and Education who shall be the convener of the Committee;

(b) Two other officials of the Board;

(c) five other members who have expertise about the securities market and experience in matters of investor grievance Redressal or investor education.

INVESTOR EDUCATION AND PROTECTION FUND (IEPF) – MCA

INTRODUCTION:

Whether you are a small time investor or an active one, it is very important to have thorough financial literacy. How to invest, where to invest, how much to invest etc. is a secondary factor as there is a lot more which needs to be pondered over and that is having awareness about 'investing' as a concept and knowledge about the various options available.

Being aware about investing helps the investors to fully appreciate opportunities and associated risks, take informed decisions, understand the intricacies of financial markets and participate actively in the economic growth of the Country by converting savings into investments.

Keeping all this in mind, the Ministry of Corporate Affairs, Government of India established the Investor Education and Protection Fund (IEPF) under Section 205C of the Companies Act, (1956) with an aim to generate more awareness among the investors and thus protect them. The Fund is administered as per the provisions of Investor Education and Protection Fund (awareness and protection of investors) Rules, 2001.

The fund committee includes members from Reserve Bank of India, Securities and Exchange Board of India and other experts from the field of investors' education and protection.

The amounts to be credited to this fund:
SCORES (SEBI Complaint Redressal System):
Introduction: 

There will be occasions when a person (investor) have a complaint against a listed company/ intermediary registered with SEBI. In the event of such complaint an aggrieved person should first approach the concerned company/ intermediary against whom the aggrieved person has a complaint. However, aggrieved person may not be satisfied with their response. Therefore, aggrieved person should know whom he/she should turn to, to get his/her complaint redressed. 
SEBI takes up complaints related to issue and transfer of securities and non-payment of dividend with listed companies. In addition, SEBI also takes up complaints against the various intermediaries registered with it and related issues.
SCORES facilitates an aggrieved person to lodge complaint online with SEBI and subsequently view its status.

Meaning and Feature of SCORES:

‘SCORES’ is a centralized web based complaints redressal system. The salient features of this system are:

1. Centralized database of all complaints,

2. Online movement of complaints to the concerned listed companies/registered intermediary,

3. Online upload of Action Taken Reports (ATRs) by the concerned companies, and

4. Online viewing by investors of actions taken on the complaint and its current status.

For this purpose SEBI has launched a website www.scores.gov.in. an investor is required to get himself/herself registered on this website.
Procedure for filing complaint under SCORES:

1. Investor will lodge a complaint online

2. All complaints pertaining to companies/registered intermediary will be electronically sent through SCORES at http://scores.gov.in/Admin. 

3. The user id and password for logging into SCORES at http://scores.gov.in/Admin are Sent separately to companies against whom complaints are lodged in SCORES.
4. The companies/ registered intermediary are required to view the complaints pending against them and submit ATRs along with supporting documents electronically in SCORES. (Failure on the part of the company to update the ATR in SCORES will be treated as non redressal of investor complaints by the company.)

 Submission of physical ATR will not be accepted for complaints lodged in SCORES.

Investor Protection Fund under the aegis of MCA known as “Investor Education and Protection Fund” under Section 205C Companies Act, 1956





Investor Protection Fund under the aegis of SEBI known as “Investor Protection and Education Fund” under Section 11 of SEBI Act, 1992 and SEBI (Investor Protection and Education Fund) Regulations, 2008





Example (related to Point d and e): SEBI, vide order dated August 31, 2004, derecognized Mangalore Stock Exchange and the recognition granted to Hyderabad Stock Exchange stood withdrawn with effect from August 29, 2007. 


The said exchanges were subsequently advised by SEBI to transfer the amounts lying in their Investor Protection Fund/Investors Services Fund and the amounts of 1% security deposit kept by issuer companies with them, to the IPEF.


Mangalore Stock Exchange Rs. 3182806, Rs. 154671 respectively


Hyderabad Stock Exchange Rs. 30997440 Rs. 8276166 respectively

















The best defense against fraud is self-defense
      

CS Ajay Khandelwal 

                   (9458543781)


