1. What is a collective investment scheme? Explain the scheme or arrangement which are not included in collective investment scheme?

	1.  Meaning

	i. As per Section 11AA (2) of SEBI Act, 1992, CIS means any scheme or arrangement offered by any person under which -
a) the contributions made by the group of investors are pooled together to form a CIS portfolio and then funds of that CIS portfolio are utilized for the making investment in accordance with scheme;
b) the contributions by the investors under the arrangement are made with a view to receive profits, income or generate property from such arrangement
c) the property and investment of scheme are managed by the CIMC on behalf of the investors;
d) the investors do not have day-to-day control over the management and operation of the scheme or arrangement.
However, any pooling of funds under any scheme or arrangement, which are not  specifically excluded from the definition of CIS under section 11AA (3) and involves a corpus amount of one hundred crore rupees or more shall be deemed to be a collective investment scheme.
ii. Collective investment scheme are constituted in the form of a trust and trust deed is executed by the Collective Investment Management Company in favor of the trustees which shall be duly registered under the provisions of the Indian Registration Act, 1908.


	2. Arrangement which are not included in collective investment scheme-


	
As per Section 11AA(3) of SEBI Act, 1992, provision of CIS shall not be applicable if any arrangement –
i. offered by a co-operative society registered under the Co- operative Societies Act, 1912 or  any state law relating to co-operative societies;
ii. being a contract of insurance to which the Insurance Act, 1938 is applicable;
iii. which provides for any Pension Scheme or the Insurance Scheme framed under the Employees Provident Fund and Miscellaneous Provisions Act, 1952;
iv. under which deposits are accepted by companies under section 74 of the Companies Act, 2013;
v. under which deposits are accepted by non-banking financial companies as defined in Reserve Bank of India Act, 1934;
vi. under which deposits are accepted by a Nidhi company or a mutual benefit society under section 406 of the Companies Act, 2013;
vii. which falls within the meaning of Chit business as defined in the Chit Fund Act, 1982;
viii. under which contributions made by way of subscribing the units of a mutual fund;
ix. such other scheme or arrangement which the Central Government may (in consultation with SEBI) notify, shall not be a collective investment scheme.




2. [bookmark: _bookmark166]Explain the following-
i. Collective Investment Management Company 
ii. Collective investment scheme property
iii. Ponzi Scheme

	1. 
	Collective Investment Management Company 

	i. SEBI (Collective Investment Schemes) Regulations, 1999 defines Collective Investment Management Company means a company incorporated under the Companies Act, 2013 and registered with SEBI under these regulations, whose object is to organize, operate and manage a collective investment.
ii. No person other than a Collective Investment Management Company which has obtained a certificate under the regulations shall manage a collective investment scheme.
iii. The applicant shall have a net worth of not less than rupees five crores Provided that at the time of making the application the applicant shall have a minimum net worth of rupees three crores which shall be increased to rupees five crores within three years from the date of grant of registration;


	2. 
	Collective investment property 
	Collective investment property includes-
i. subscription of money or money’s worth (including bank deposits) to the collective investment scheme; (i.e. subscription money recieved)
ii. property acquired, directly or indirectly, with the proceeds of subscription of money (i.e. Assets under management)
iii. income arising, directly or indirectly from, subscription money or property acquired


	3. 
	Ponzi scheme
	A Ponzi scheme is an investment form where clients are promised a large profit in short term at little or no risk at all



3. [bookmark: _bookmark167]What are the restrictions imposed on business activities for Collective Investment Management Company?

	Restrictions on Business of CIMC-


	The Collective Investment Management Company shall not
i. Undertake any activity other than that of managing the scheme
ii. Act as a trustee of any scheme
iii. Launch any scheme for the purpose of investing in securities
iv. Invest in any schemes floated by it. 

Provided that a Collective Investment Management Company may invest in its own scheme, 
a) if it makes a disclosure of its intention to invest in the offer document of the scheme, and 
b) does not charge any fees on its investment in that scheme.



4. What are the obligations of Collective Investment management company?

	
Obligations of CIMC- 


	Every Collective Investment Management Company shall: 
i. be responsible for managing the funds of the scheme on behalf of the unit holders; 
ii. exercise due diligence in managing assets and funds of the scheme
iii. take all reasonable steps to ensure that the scheme is managed in accordance with the provisions of CIS regulations, offer document and the trust deed;
iv. abide by the Code of Conduct as specified in the schedule to the SEBI CIS regulations
v. comply with CIS guidelines and directions issued by SEBI from time to time.
vi. ensure that its employees do not make improper use of their position to gain advantage for their own purpose in detriment to the scheme
vii. be responsible for the acts of commissions and omissions by its employees and officers
viii. remain liable to the unit holders for any act of commission or omission
ix. [bookmark: _GoBack]be incompetent to enter into any transaction relating to the scheme (directly or through relatives or with associates); Provided that in case the Collective Investment Management Company enters into any transactions relating to the scheme, a report to that effect shall immediately be sent to the trustee and to the SEBI 
x. appoint registrar and share transfer agents
xi. give receipts for all monies received by it and give a report to the Board every month, particularly of receipts and payments
xii. obtain adequate insurance against the property of the scheme;
xiii. hold a meeting of the Board of Directors at least twice in every three months to consider the affairs of scheme 



5. What are the penal provisions if CIMC does not complies with the SEBI regulations?

	Penal Provisions-

	1. 
	If, a registered collective investment management company violates certain provisions of the regulations, then certificate of registration may be cancelled or suspended

	2. 
	SEBI may, in the interests of the securities market and investors, initiate criminal prosecution under Section 24 of the SEBI Act, 

	3. 
	SEBI may pass following directions-
a) prohibiting the person concerned from collecting any money from investor or from launching any scheme; 
b) requiring the person concerned to refund any money to the investors along with the interest or otherwise, collected under the scheme
c) prohibiting the person concerned from disposing of any of the properties of the scheme acquired in violation of the Regulations; 
d) requiring the person concerned to dispose off the assets of the scheme in a manner as may be specified in the directions; 
e) prohibiting the person concerned from operating or accessing the capital market for a specified period



6. What are the requirements for launching a scheme by the CIMC? Under what circumstances a company registered as a Collective Investment Management Company can raise funds from the public ?

	A registered Collective Investment Management Company is eligible to raise funds from the public by launching schemes. However, CIMC has to comply with the following-


	1. 
	No scheme shall be launched by the Collective Investment Management Company unless such scheme is approved by the Trustee. 

	2. 
	No scheme shall be launched by the Collective Investment Management Company without obtaining rating from a credit rating agency. 

	3. 
	No scheme shall be launched by the Collective Investment Management Company without getting the scheme appraised by an appraising agency. 

	4. 
	Collective Investment Management Company shall comply with the following:— 
a) CIMC shall launch only close ended schemes;  
b) Schemes shall have minimum duration of three calendar years. 
c) Units of every scheme shall be listed immediately after the date of allotment of units

	5. 
	Offer document of the scheme shall contain adequate disclosures and copy of the offer document of the scheme has to be filed with SEBI and if no modifications are suggested by SEBI within 21 days from the date of filing then the Collective Investment Management Company is entitled to issue the offer document to the public for raising funds from them



7. When can a Collective Investment Scheme be wound up?
	Winding up of Schemes- 


	1. 
	A scheme shall be wound up on the expiry of duration specified in the scheme or on the accomplishment of the purpose of the scheme.

	2. 
	A scheme may also be wound up by the SEBI, Unit holders, Trustees or CIMC. A scheme may be wound up- 
a) if in the opinion of the SEBI, the continuance of the scheme is prejudicial to the interests of the unit holders; or 
b) if unit holders of a scheme holding at least three-fourth of the nominal value of the unit capital pass a resolution that the scheme be wound up and (the prior approval of the SEBI is required to be obtained)
c) on the happening of any event, which in the opinion of the trustees, requires the scheme to be wound up (the prior approval of the SEBI is required to be obtained)
d) if in the opinion of the CIMC, the purpose of the scheme cannot be accomplished and it obtains the approval of
(i) trustees (ii) unit holders holding at least three-fourth of the nominal value of the unit capital (iii) SEBI 

	3. 
	The trustee shall dispose of the assets of the scheme concerned in the best interest of the unit holders of that scheme. The proceeds of sale shall be first utilised towards the discharge of liabilities under the scheme and after making appropriate provision for meeting the expenses of winding up, the balance shall be paid to the unit holders in proportion to their unit holding. 

	4. 
	The unclaimed money if any at the time of winding up shall be kept separately in a bank account by the trustee for a period of three years for the purpose of meeting investors’ claims and thereafter shall be transferred to investor protection fund, as be specified by the Board


8. What is the role of Company Secretary in relation to Collective investment scheme?

	The role of the Company Secretary in relation to the Collective Investment scheme is very wide. Company Secretary is responsible for ensures that CIMC complies with overall requirements of CIS regulations. In particular, the company Secretary shall ensure the following-


	1. 
	The Company Secretary shall ensure that the money mobilization (subscription and investment) carried out by the company are in compliance with the CIS Regulations.

	2. 
	The Company secretary shall ensure that all the information and document sough by the SEBI has been duly submitted by the company within timelines specified in the regulations. 

	3. 
	The company Secretary shall ensure that adequate disclosure are made in the offer document and scheme documents to enable the investors to take informed decision.

	4. 
	The company secretary shall ensure that CIMC does not engage in any activity which is not permitted to it under the CIS regulations.

	5. 
	The company secretary shall ensure that CIMC fulfill its obligations casted on it under the CIS regulations

	6. 
	The Company Secretary shall ensure that launching and winding up of schemes complies with the various requirement of CIS regulations



